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Windows  95  can  help  your  computer  grc 
begin  using  new  Plug-and-Play  peripheral 
Windows  95  can  help  you  grow  by  mi 
much  easier  to  accomplish,  you'll  be  en( 
the  on-line  world  with  The  Microsoft  Net 
the  globe  via  e-mail.  Linking  back  to  yoi 
phone  line.  Actually  enjoying  your  compi 


Microsoft 


When  We  Added  A 
One  Gigabyte  Hard  Drive, 
More  Memory  And  A 
Faster  Pentium  Processor  To 
Our  Industry-Leading  Desktops, 

Something  Had  To  Give. 
!     So  We  Lowered  The  Price. 

\.s  of  August  16,  more  will  deHniteh  be  less.  Thanks  to  the  introduc  tion  <.)t  a  lull  ran^e  ol  new  Compaq  desktops  w  ith 
nore  horsepower  (how  about  133  MH/  Pentium')  at  dramatically  lower  prices.  A  feat  tliat  could  onK  be  topped  b\  (\(ju 
ruessed  it)  lowering  the  prices  on  all  ol  our  other  desktops  b\  up  to  25° o.  Reliabilit\,  manasJeabilit\  and  ]o\\  prices... 
low,  instead  of  having  to  choose  between  performance  and  value,  you  can  just  chofjse  Compacj. 

is  with  all  Compaq  PCs.  Dt-skpru.  Drskpn-  \l.  an.i  Pn.Lincj  jit  L..vere<i  bv  our  Iree  1 -^ear  Imuu-d  uaiTJiiU  lor  more  ml„i-m.itu.n  on  our  lull  line  .,1  -ie^kiop  I'l.s.  .all  uv  l-?^i)0  US  IMS  .t  rcai  I.  on  ilie  Web 
I  wwwcompaq.com.  In  Canada,  we  can  be  n.-achfd  .it  1-8UU-S67-I6l6  Kf>t'lkT  and  rolaik-r  prii.es  ma\  \ar)  I4'-I5  Compaq  Cnmputt-r  nrporaiion  All  ri^lil^  reser\c<!.  Compaq  and  D«?skpni  r(.-t;ist('rt.'d  U.S.  Patent 
nd  Trademark  OBicl-.  Pentium  is  a  trademark  of  Intel  C.  irpi  .ration. 


COVER  STORY 

3-D  computing  is 
science  fiction 
anymore-and  te( 
companies  big  ar 
small  are  grappli 
for  a  piece  of  the 
fast-growing  pie 

page  70 


Cover  Story 


70 


32 


34 


35 


3-D  COMPUTING 

The  Defense  Dept.  uses  it  for  simulated 
war  games.  Scientists  have  toyed  with 
it  for  years.  Now,  three-dimensional 
imaging  is  fast  making  its  way  to  work 
and  home  pes — and  it  isn't  limited  to 
virtual  reality.  Thanks  to  ever-cheaper 
and  more  powerful  computers  and 
plunging  prices  for  equipment,  it's  a 
whole  new  dimension  for  everything 
tVum  oil  exploration  to  architecture  to 
moviemaking 

News:  Analysis  &  Commentary 

BYPASSING  THE  TRAUMA 

So-called  port-access  procedui-es  could 
overturn  the  multibillion-dollar 
economics  of  heart  surgei-y 
HEALTHY  CHICKENS,  SICK  PEOPLE? 

Some  woi-ry  that  inoculating  i»iultry 
with  vai'ious  antibiotics  will  make  the 
drugs  useless  on  humans 
UPJOHN  HITS  THE  BIG  LEAGUES 

How  CEO  Zabi'iskie  forged  a  deal  to 
merge  the  troubled  drugmaker  with 
Sweden's  Pharmacia 
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Bell  Atlantic  chief  Raymond  Smith 
wants  to  pay  workers  less  to  install 
and  service  new  technology 

37  CONVERSE  GETS  ITS  LACES  TANGLED 
The  athletic-shoe  maker  lost  $41.1) 
million  in  85  days  in  an  ill-staiTed 
acquisition  of  apparel  maker  Apex 

38  IN  '96,  THREE  MAY  NOT  BE  A  CROWD 
Powell,  Perot,  Bradley:  There's  an  awful 
lot  of  gi-oundswell  for  a  third  candidate 

42  COMMENTARY 

What  the  U.N.  Women's  Conference  can 
do  for  women 

44  KNICKERBOCKER'S  RIDE 

What's  the  reason  for  the  runup  in  the 
home-shopi)ing  hero's  stock? 

45  IN  BUSINESS  THIS  WEEK 

Ted  Turner,  Eurotunnel,  Ford  in  China, 
Mike  Ovitz,  ip.m  and  Apple  weather 
Win95,  Mike  Tyson,  edgy  over  Intel 

International  Business 

50  TAIWAN 

( 'hina's  military  maneuvers  ar'e  sowing 
political  and  economic  tur-moil — and  just 
in  time  for  Taiwan's  election 


52  ENERGY 

Enr'on's  debacle  in  India  is  justd 
the  pr'oblems  r-aising  questions 
the  company's  har'd-char-ging  st 
57    INTERNATIONAL  OUTLOOK 

Will  ('hernornyrdin's  star  fade 
faster-  than  it  rose'? 

Economic  Analysis 

24    ECONOMIC  VIEWPOINT 

Kuttner:  The  Internet  is  bounc 
become  a  commercial  hot  spot- 
never'  he  just  a  fi-ee-mar'ket  ut( 

28  ECONOMIC  TRENDS 
College  pays  off — in  time,  a  str 
dollar  cools  import  prices,  meri 
teacher-s  doesn't  work,  America 
less  vacation  than  for-eign  work 

29  BUSINESS  OUTLOOK 
What's  sabotaging  growth?  The 
stubborn  tr-ade  gap 

Government 

47    WASHINGTON  OUTLOOK 

Clinton  successfully  courted  Bij 
Business  in  '92.  But  for  '96,  he'l 
it  increasingly  as  the  enemy 
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;fH  SURGERY 

3rocedures  may  become 
i^asive,  thus  less  painful 
>s  expensive  page  32 


[TAL  HURRICANE 

rowing  Columbia/HCA 
lean.  Is  it  mean?  page  80 


STILL  WAITING 

A  deadline  looms  in 
the  massive  litigation 
over  silicone  breast 

implants  !>age  88 


ERS OF  STRENGTH 

Things  are  looking  up  in 
commercial  real  estate  page  94 

BIG  DEALS,  BIG  TROUBLE? 

Many  of 
Enron's  huge 
projects  seem 
to  be  stalled 
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Converse 


trips  on  an 
acquisition 
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magic:  A  trimmed  budget  and  a 
ining  trough 


Workplace 

I  IREE-WAY  JUMP  BALL  IN  THE  NBA 

le  middle  of  a  lockout,  dissident 
i  i.Ts  try  to  scrap  the  union.  The 

nil  is  at  risk 
f  '  PAY  SOARS  CLEAN  OUTTA  SIGHT 

L'lobal  reach  of  technology  means 
talent  earns  more  than  ever 

3  Corporation 

WHEELER-DEALER  HEALER . . . 

imbia/HCA  is  swallowing  hospitals 
and  right,  cutting  staff,  cutting 
s — and  cutting  doctors  in 
ND  THE  PATIENTS  LEFT  BEHIND 

ed  with  fewer  resources  and  more 
gent  cases,  public  hospitals  struggle 


gal  Affairs 


ASTHMPLANT  FINALE? 

a  deadline  approaches,  all  parties 
s  a  huge  stake  in  a  single  settlement, 
ler  than  thousands  of  jury  trials 


Finance 

94    THE  REAL  ESTATE  BOOM  IS  FOR  REAL 

Across  the  nation,  vacancy  rates  in 

commercial  real  estate  are  down,  and 

some  rents  are  on  the  nse 
96    FRAUD,  THE  OLD-FASHIONED  WAY 

Credit-card  and  atm  scams  are 

increasing,  but  crimes  involving  checks 

still  rule  the  roost 
98    NOTHING  SUB-PRIME  IN  THE  PROFITS 

Steep  fees  and  intej-est  make  up  for  a 

lot  of  the  risk  in  risky  loans 
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A  tidy  package  in  paper 
Is  the  sun  rising  on  WorldCoi-p? 
Swamped  by  incoming  calls 
115    INVESTMENT  FIGURES  OF  THE  WEEK 

Information  Processing 

21    TECHNOLOGY  &  YOU 

Here  comes  a  network  battle  that  you 
will  love 

101  QUALCOMM  ON  A  ROLL 

The  upstart's  cell-phone  technology  is 
unproven,  but  dazzling  enough  to  draw 
10  of  the  14  largest  operators 
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HUNGARIAN  HIGH  TECH  ON  THE  MAP 

From  computer  hardware  to  biotech, 
hundreds  of  startups  are  thriving,  and 
venture  capital  is  pouring  in 

Personal  Business 
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Features 


Options  as  "crash  policies" 
Show-and-tell  Win95  tutors 
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CORPORATE  COUPLINGS 

HONDABISHI  MAYBE 
AROUND  THE  CORNER 

ARE  HONDA  AND  RIVAL  AUTO 

maker  Mitsubishi  merger- 
bound?  Despite  the  compa- 
nies' vehement  denials,  that's 
the  buzz  among  Tokyo  auto 
watchers.  The  union  would 
make  sense.  Honda  is  a  pow- 
erhouse in  the  U.  S.  market, 
while  Mitsubishi  is  all  ov 
Asia.  Their  combined 
product  hne  would 
range  fi-om  Hon- 
da motorcycles 
to  Mitsubishi 
tmcks.  Together, 
they  would  vault 
over  Nissan  Mo- 
tor to  become 
Japan's  No.  2 
auto  maker, 
with  combined 
fiscal  1995  sales 
of  $76  billion,  vs.  Toyota  Mo- 
tor's $83  billion  and  Nissan's 
$60  biUion. 

Predictions  of  a  Honda- 
Mitsubishi  marriage  aren't 
new,  but  they  were  revived 
by  the  spring  megamerger 
announcement  of  Bank  of  To- 
kyo and  Mitsubishi  Bank. 
Wliy?  Mitsubishi  Bank  is  the 
main  bank  for  both  compa- 
nies and  holds  nearlv  5%  of 


the  shares  in  each,  while 
Bank  of  Tokyo  also  owns  a 
chunk  of  Honda.  In  Japan, 
banks  traditionally  play  the 
role  of  matchmaker.  Other 
cu'cumstantial  evidence:  Hon- 
da has  been  asking  analysts, 
such  as  James  Capel's  Mat- 
thew Ruddick,  for  their  re- 
ports on  Mitsubishi.  And 
there's  room  at  the  top  at 
Honda,  as  if  there  was  some 
anticipation  of  big  manage- 
ment shifts.  Its  chair- 
mansliip  has  been 
vacant  for  two 
years. 

With  11  play- 
ers, some  con- 
solidation is  in- 
evitable for 
Japan's  auto  in- 
>  dustry.  Mer- 
gers, unpopular 
in  Japan,  have  never- 
theless been  rising  of  late,  up 
7%  in  1995's  fii-st  half,  i-eports 
Daiwa  Securities. 

Skeptics  note  that  mergers 
are  usually  last-ditch  efforts 
of  small,  troubled  companies. 
Honda  and  Mitsubishi  are 
both  healthy.  Big  corporate 
news  is  often  spread  in  ad- 
vance as  nmior  so  everyone 
can  adjust.  For  example,  the 
bank  merger  was  rumored 
for  years  before  it  actually 
happened.  Edith  Hill  Updike 


TALK  SHOW  i^Put  in  layman's  terms,  DuPont  cheated  I 

— U.S.  District  Judge  J.  Robert  Elliott,  imposing  a  $115  mill/ 
fine  for  allegedly  withholding  data  and  fudging  results  in  aj 
gicide  lawsuit.  DuPont  denies  this. 


AT  IMMIGRATI 

The  usual  wa 


BORDER  PATROL 

ALIEN  INVASION  OR 
REVENUE  GRAB? 

AIRLINES,    LATELY  MORE 

diligent  about  keeping  pass- 
port- and  visa-less  aliens 
from  scamming  their  way 
into  the  country,  aren't  get- 
ting much  credit  from  Con- 
gress. Many  lawmakers  want 
to  raise  the  fine — from  $3,000 
to  $5,000 — that  carriers  pay 
each  time  Immigration  & 
Naturalization  Service  offi- 


cials discov( 
undocumente 
eigner.  Since 
revenue  from 
has  dropped 
to  $13.4  miUio 
year,  as  the  ai 
screened  pa 
gers  more  effectively.  G 
es  William  Noonan.  ai 
Ti'ansport  Assn.  spoke 
"They  may  be  trying  t 
the  revenue  back  up." 

Lawinakers  say  they 
to  goad  foreign  au'lines- 
as  less  watchful  than 
ones — into  cracking  dov 
all  the  dodges.  A  cori 
ploy:  A  foreigner  board 
plane  using  fake  papers 
won't  withstand  Immigi 
scrutiny,  ditches  them 
landing,  and  once  on 
soil,  demands  political 
lum.  Christina  Del  Vail 


FLOPPY  FEVER 


A  SUMMER  BUG  STINGS  AMEX 


OOPS.  THIS  wasn't  quite  THE 

impi'ession  American  Express 
wanted  to  make.  A  promo 
diskette,  sent  out  to  tnmipet 
its  new  SmartData  software, 
has  a  virus.  A  reporter  who 
got  the  disk  spotted  the  bug. 
The  problem:  Interactive  Di- 


THE  LIST  SINKING  SYNDICATIONS 


E  N  N  y 


VANNAi 


n  V 1 D 

Creaking  Wheel 


1994-95  Show 

1  WHEEL  OF  FORTUNE 

2  JEOPARDY 

Z  OPRAH  WINFREY 

4  BUENA  VISTA 
(DISNEY)  IVIOVIE 

5  ENTERTAINMENT  TONIGHT 
*ln  Millions 


Ted  Turner  wanted  to  buy  syndicator  King  World  because  he  fig- 
ured its  rich  cash  flow  could  help  him  bag  cbs.  Well,  maybe  it's  a 
good  thing  his  board  scotched  that  plan.  Investment  bankers  say 
King  World,  which  boasts  the  top  three  syndicated  tv  shows,  may 
be  peaking.  Reason:  drooping  ratings  hurting  all  syndicators,  due 
to  competition  from  cable.  Viewership  for  the  top  five  shows  this 
season  is  markedly  down  from  that  of  the  1980s  leaders. 

TOP  SYNDICATED  SHOWS 

Average  Weekly  Viewership 

Syndicator    Households*    1987-88  Show  Syndicator  Households* 

]  WHEEL  OF  FORTUNE KING  WORLD Ib.i 

2JE0PARDY  KINGWORLD \2^b 

3  WORLD  WRESTLING  TITANSPORTS  S3 

FEDERATION 

UNIVERSAL  PICTURES  MOVIE  MCA  8.9 

5  STAR  TREK  PARAMOUNT  ^^^^  jl 

DATA:  NIELSEN  MEDIA  RESEARCH 


KING  WORLD 
KINGWORLD 
KINGWORLD 
BUENA  VISTA 


12.2 
10^1 

7.8 
"7,2 


RYSHER 


7.0 


rect,  the  com- 
pany that 
created  the 
demo  disk, 
inadvertent- 
ly transmit- 
ted a  virus 
when  it  copied  the  prog 
The  actual  SmartData 
gi-am,  produced  internall 
AmEx  for  its  401(k)-spc 
clients,  wasn't  cori'upted 
Interactive  President 
chael  Bonner,  in  a  mem 
tainted-disk  recipients,! 
scribed  a  "nondestructiv 
rus"  that  "does  not  go  oii 
its  own  to  destroy  dati 
files."  Even  so,  he  ad 
there's  a  remote  chance  ;i 
if  a  hard  drive  is  filled  tcl 
brim,  the  virus  could  iri 
fere  with  its  ability  to( 
member  where  all  the 
are.    AmEx  quickly 
patched  a  "clean"  reph 
ment  disk,  along  with 
McAfee  Vu'us  Detection 
ware.  Edward  C.  I 
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Nowthehardestthinq 
ibout  shipping  is  mastering  tlie  complexities 

of  the  double  did. 


(^{C??^^   Introducing  FedEx  Skip,' 

tlie  revolutionary  new  desk- 
top skipping  software  from 
eJEx.  Now  witk  FedEx  Skip,  you  can  kandle 
irtually  any  aspect  of  skipping  a  package  witk 
ist  a  few  ckcks  of  your  mouse. 


FecT 


Using  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skipping 
lakels  and  prints  tkem  on 


vour  own  laser 


printer.  Maintains  a  ilal.i 
kase  of  your  customers,  bckedules  pickups, 
tracks  and  confirms  delivery  of  yoiu-  packages. 
All  faster  and  easier  tkan  ever  kefore.  Witkout  so 
muck  as  picking  up  tke  pkone.  FedEx  Skip. 
Once  you  get  tke  doukle  click  down,  it  s  a 
wkole  new  way  of  skipping  packages.  For  a 
free  copy  of  FedEx  Skip  software  for  Windows'" 
or  Macintosk,  just  call  1-800-GO-FEDEX*  or 
download  at  kttp://  www.  fedex.  com . 


Federal  Express 

Our  Most  Important  Package  Is  Yours.' 


J  U  S  T  .  P  0  I  N  J.  .C  LICK   A  y  ,  ...SJ  I  Pi 


ral  Express  CtiqH>rahon.    Wintlovi^  is  a  traJemarl;  of  Microsoft  Coqi.    Macintosli  l=  a  rt-gistereJ  tra.L-marl;  o(  Appie  CompuWr,  In^:     TDD         )0-238-44<-) ) 
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PRAWN  &  QUARTERED 


BANK  NOTES 

PENNIES  FROM  HEAVEN-ER,  ATMs  

Tlie  small,  six-branch  bank, 
wliieh  opened  just  a  year  ago, 
pays  customei-s  a  quailer  each 
time  they  go  to  an  ATM — up  to 
$1  per  month.  "We  need 
to  build  our  customer  base," 
says  CEO  Edwin  Hale.  Since 
the  program  began  only  in 
July,  it's  too  soon  to  tell  if  this 
has  worked.  But  some  larger 
banks  are  using  ATM  incen- 
tives, too.  BankAmerica,  for 
instance,  just  started  reduc- 
ing basic  monthly  checking 
fees  ft-om  $8  to  $4.50  for  cus- 
tomers who  do  withdrawals 
and  deposits  on  an  atm. 

Ti'ouble  is,  most  big  banks 
prefer  the  stick  to  the  car- 
rot. This  spring,  First  Chica- 
go irked  a  lot  of  customers 
when  it  implemented  a  $3 
charge  on  smaUish  account 
holders  each  time  they  make 
a  withdrawal  or  deposit  with 
a  teller  after  foiu'  to  six  visits 
per  month.     Roy  Furchgott 


BAIT:  Use  a  niachi)ie,  please 

to  banks,  customers  are 
about  as  welcome  at  teller 
windows  as  Bonnie  and 
Clyde.  It  costs  a  bank  twice 
as  much  to  serve  a  typical 
customer  at  the  window  as  it 
does  at  an  atm,  say  industry 
analysts.  So  some  banks,  to 
the  vexation  of  depositors, 
are  charging  fees  for  seeing 
the  teller.  But  one  institu- 
tion, Baltimore's  1st  Mariner 
Bank,  has  just  taken  the  op- 
posite tack:  paying  folks  to 
use  an  atm. 


LOGOS 

HORNING  IN 
ON  A  SEXUAL  MYTH 

'^^■■^^  EXXON    HAS  A 

tiger,  Met  Life 
W  M  w^^^^  has  Snoopy, 
■  .^^v^^^^B  Disney 
1  ^^^^^H  Mickey.  But 
%^^HiHB^V  what's 
^^^^^^^^  corporate  mas- 
^^^^^^  cot  if  you're  in 
the  business  of  combating 
impotence?  Vivus,  a  pioneer 
in  this  growing  field,  has 
adopted  the  I'hinoceros.  The 
Menlo  Park  (Calif.)  company 
unveiled  the  symbol  in  its  re- 
cent annual  report.  Says  Bar- 
bara Clark,  Vivus'  head  of  in- 
vestor relations,  a  rhino  with 
a  zesty,  upturned  horn  was 
chosen  paitly  because  he's  "a 
pretty  macho  animal." 

There's  also  an  environ- 
mental angle.  Rhinos  are  en- 
dangered because  of  a  myth 
that  their  horns  yield  a  pow- 
erful aphrodisiac  and  impo- 
tence remedy.  Vivus'  main 


product,  now  undei'going  clin- 
ical trials,  is  more  prosaic:  a 
special  device  that  inserts  a 
drug  to  produce  an  erection. 
Vivus'  annual  report  dead- 
pans that  the  comj^any  hoj)es 
this  product  will  be  so  suc- 
cessful it  will  "help  protect 
the  rhinoceros  from  extinc- 
tion."    Joan  O'C.  Hamilton 


UBER  ALLES 

GERMAN  BREWERIES 
ARE  GOING  PUT 

FOR   GERMANY'S  BREWERS, 

this  isn't  a  time  for  merry- 
making. Ti'aditionally,  Ger- 
mans flock  to  a  Bierf/arteti  in 
the  summer  to 
hoist  liter-size 
mugs  and  belt 
out  drinking 
songs.  Yet  al- 
though Ger- 
mans still  sa- 
vor more  suds 
than  anyone 
else  but  the 
Czechs,  they 
are  tipping 
back  less  than 
they  used  to, 
often  reaching  for  mineral 
water  instead.  With  nearly 
30%  overcapacity  and  half  of 
the  country's  1,278  breweries 


in  the  red,  analysts  see 
jor  shakeout  looming,  ti 
600  to  700  will  survivj 
decade's  end,  predicts3| 
chael  Dietzsch,  presides; 
the  German  Brewers  Ah 
So  brewers  are  forcoj 
adopt  new  strategies,  su» 
producing   low-calorie  ij 


OKTOBERFEST:  /  V/r<  ,    /    /  / 


THE  BIG  PICTURE 


The  Lure 
of  the 
Orient 


BIG-COMPANY  CEOs 
NAMING  THEIR  NO 
OVERSEAS  MARKET 

IN  PERCENT 
■  1995  S  2000  EST 


BRITAIN   MEXICO  CANADA      ASIA  W. 


The  shift  is  on  from 
Europe  to  Asia  as  the 
focus  for  U.S. 
companies,  accord- 
ing to  a  poll  of  CEOs 
of  1,000  big 
companies.  NatWest 
Securities  says  the 
results  suggest  that 
oil  companies  such 
as  Exxon  and  Mobil, 
which  have  extensive 
Far  East  operations, 
viill  be  big  winners. 


OZI 


DATA  DELOIHE  & 
TOUCHE/WIRTHLIN  GROUP 


nonalcoholic  beers.  In  ;i 
try  where  no  label  ha- 
than  a  5%  market 
some  are  pushing  be\  i 
gional  niches.  For  insi 
Bitburger,     whose  t 
pilsner  is  made  in  the 
area  south  of  Bonn,  is  bic 
for  a  widei'  followang  by  s 
soring  Formula  One  raci 
Others  are  hoping  the 
inan  reputation  for  good 
will  carry  them  into  int( 
tional  mai'kets.  Now,  onb 
of  German  beer  is  expo: 
with  Beck's  and  Holster 
counting  for  40%  of  th( 
tal.  Although  giants  on 
order  of  Heineken  and 
heuser-Busch  are  entren 
in  key  locales  around 
world,  German  brewers 
eyeing  gi-owing  markett 
suds  in  eastern  Europe 
Asia.     Karen  Loivry  M 


FOOTNOTES  Those  who  believe  their  country  is  on  the  right  track:  Asians:  48%;  North  Amei  •icans:  32%;  Russians:  19% 
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INSTITUTIONAL  MANAGEMENT 


MUTUAL  FUNDS 


INVEST    FOR    THE  LONG-TERM 


B 


e  c  a  u  s  e 


t  k  e    F  u  t 


u  r  e 


IS      RARELY     WHAT      1)  O  U      1  fYL  Q  Q  1  VL  C 


IF  THE  PAST  HAS  TAUGHT  US  ANYTHING,  IT  IS  THE  UNPREDICTABILITY  OF  THE  FUTURE. 

So  we  follow  a  pkilosopKy  of  money  management  tased  on  long-term  goals.  At  Putnam,  we  don't  select  trendy 
securities  or  make  atrupt  skifts  in  asset  allocation.  Instead,  our  concern  is  for  disciplined  decision-making 

tased  on  tliorougli  researck.  It's  an  approacli  tkat  works  for  over  400  institutional  clients  and  4  million 
individual  investors  witk  over  $90  kill  ion  in  assets  under  our  management.  So  w  kile  we  always  recommend 
you  seek  professional  advice  from  a  financial  advisor,  we  also  suggest  you  ckoose  a  money  management 
firm  tkat's  keen  looking  to  tke  future  for  over  50  years. 


PUTXAM 

INVESTMENTS 


TIME-HONORED 


BOST0^■L0ND0N•TOKY0 

TRADITION  IN 


MONEY  MANAGEMENT 
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LET  THE  STATES  DEAL 
WITH  SPEED  LIMITS 


Youi'  article  "The  cost  of  new  speed 
limits"  (Economic  Ti-ends,  Aug.  14) 
states  that  our  oil  usage  will  increase 
with  the  increase  in  legal  speed  limits 
and  has  found  an  oil  analyst  to  agree. 
Let  me  suggest  that  the  author  and  the 
analyst  take  a  ride  on  any  nearby  inter- 
state highway  and  do  a  little  research. 

The  wTiter  is  con-ect  that  fuel  econo- 
my will  decrease  with  an  increase  in 
speed.  What  he  fails  to  state  is  that  the 
majority  of  the  tincks  and  autos  are  al- 
ready at  or  above  the  speed  limits  being 
discussed  in  Washington.  All  the  law 
will  do  is  decrease  the  number  of  "law- 
breakers" already  exceeding  the  cur- 
rent limits  and  decrease  the  all-too-plen- 
tiful opportunities  for  law  enforcement 
to  apprehend  "speeders"  who  are  mere- 
ly keeping  up  with  the  flow  of  traffic. 

What  we  need  is  to  get  Washington 
out  of  om-  Hves  and  let  the  people  deal 
with  this  issue  on  a  state-by-state  basis. 

Thomas  N.  Tone 
Simi  Valley,  Calif. 

THANKS  FOR  THE  REMINDER 

OF  PRU-BACHE'S  GREED  

It  has  been  nine  years  since  we  par- 
took of  a  Prudential-Bache  Securities 
Inc.  public  seminar  "to  learn  more  about 
various  safe  income  investments  — " 
We  have  since  learned  the  hard  way, 
along  with  thousands  of  others. 

Thanks  for  reviewing  Kurt  Eichen- 
wald's  Serpent  on  the  Rock  in  "How 
gi'eed  poisoned  Pru-Bache"  (Books,  Aug. 
14).  Too  bad  ceo  George  L.  Ball  and 
James  J.  DaiT,  who  headed  the  finn's 
limited-partnership  department,  can't  be 
required  to  buy  copies  of  the  book  for 
everv  single  library  in  the  country. 

A.  0.  McDonald 
Boulder,  Colo. 

THERE'S  JUST  ONE  REASON  WHY 
MIKE  MILKEN  PLEADED  GUILTY 

So,  Mike  Milken  was  innocent,  sug- 
gests "Success  was  Mike  Milken's  real 


^31 


CORRECTIONS  &  CLARIFICATIOli 

"The  printer  king  invades  home  pcs"  (I 
mation  Processing,  Aug.  21)  should 
said  that  Hewlett-Packard  Co.  hopes  t( 
tain  the  No.  3  position  in  that  marke 
1997,  not  this  year. 

In  "Ladders  to  help  climb  your  family  tr 
(Personal  Business,  Aug.  14),  the  authi 
Genealogy  Online:  Researching  Your  R 
should  have  been  identified  as  Elizabeth 
ell  Crowe.  The  correct  list  price  is  $27. 

In  "Times  Square;  From  filth  to  fanta 
(Letter  From  New  York,  Aug.  21),  which 
in  some  editions  of  business  week,  the  k 
tion  of  the  New  Amsterdam  Theater  sh( 
have  been  42nd  Street,  not  41st  Stree 


crime"  (Economic  View^point,  Aug 
Paul  Craig  Roberts  maintains  tha 
"copping  a  plea,"  Milken  cast  hir 
in  the  role  of  a  guilty  party.  Let 
suggest  a  simpler  explanation:  I 
Milken  pleaded  guilty  to  six  fe 
counts  because  he  was  in  fact . . .  gi 
To  claim  that  an  innocent  man, 
the  finest  legal  counsel,  pleaded  g 
to  crimes  he  did  not  commit  bee 
the  media  hounded  him  even  the 
he  was  aware  that  such  a  plea  w 
guarantee  prison  time  is  an  absurc 
Joe  Ben 
Summit, 

PROTECT  INVESTORS-BUT 
DON'T  PENALIZE  CEOs 

With  interest  and  approval  I 
"A  better  way  to  protect  invest 
(Editorials,  Aug.  14).  However,  I 
agree  with  your  advocacy  of  th( 
have  known  or  should  have  kno 
test.  This  is  Uke  Monday  morning  q 
terbacking  about  the  competence 
lack  of  clairvoyance  of  a  CEO.  To  ha 
CEO  into  court  for  fraud  is  disingenu 
John  G.  A 
Cham 
Ada] 
Milpitas,  C 
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I'IGE  ISN'T  JOB  ONE 
IDMPUTER  SUPERSTORES 

ippreciated  your  writer's  com- 
,s  about  the  lack  of  decent  ser- 
it  computer  superstores  in  "Tips 
he  shop-weary"  (Technology  & 
Aug.  14).  I  admit  I've  been  se- 

by  the  selection  at  CompusA  and 
going  back,  even  though  I've  been 
led  by  their  lack  of  knowledge- 
alespeople.  Once,  I  waited  20  min- 
or the  "only  guy  in  the  store  who 
s  about  faxes."  By  the  time  he 
id  up,  I  had  read  all  the  product 
as  and  had  narrowed  my  choice 
0  models.  I  only  wanted  to  know 
ifference  between  them.  He  looked 
'.  blankly  and  then  started  reading 
oxes!  I  should  have  walked  out, 

bought  one  anyway, 
naess  as  long  as  we  keep  buying, 
il  keep  growing.  Small,  indepen- 
stores  need  to  do  a  better  job  of 
ag  our  needs.  Price  is  not  always 
rst  priority. 

Erin  Palmeter 
San  Diego 

E  CHRISTIAN  FICTION 
A  REAL  KICK 


ras  disturbed  by  your  characteriza- 
of  Christian  fiction  ("Onward, 
itian  pubhshers,"  News:  Analysis 
jmmentary,  July  31)  as  having 
itame  plotlines."  Apparently  you 
read  none  of  the  work  of  Brock 
Bodie  Thoene,  who  are  listed  in 
irticle.  Granted,  there  is  no  illicit 
but  there  is  enough  murder,  de- 
3n,  intrigue,  and  suspicion  to  rival 
secular  author. 

Kimberley  M.  Jensen 
Dalton,  Ga. 
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Ju.st  y«"  thin  and  le.s.s  than  4'/j"  high, 
this  voice-activated  micfocas.sette 
staits  reccMxling  at  the  .sound  of 
speech  and  stops  automatically — 
eliminating  tape  "gaps"  and  saving 
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level  maintains  coixsistent  volume 
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WHEN  THE  PENTAGON  WAS  FOR  SALE 
Inside  America's  Biggest  Defense  Scandal 

By  Andy  Pasztor 
Scribner  •  416pp  •  $25 


ARMING  THE  NATION- 
AND  PICKING  YOUR  POCKET 


ohn  Marlowe's  sex  drive  kicked 
into  high  gear  the  instant  he 
spotted  the  two  httle  girls." 
With  this  gi'abber,  Andy  Pasztor  be- 
gins his  distiu'bing  tale  of  defense  fraud, 
1980s-style,  Wmi  the  Pentagon  Was  far 
Sale.  According  to  Pasztor,  Marlowe 
was  one  of  dozens  of  Reagan  Adminis- 
tration-era defense  consultants  who  took 
the  term  Beltway  Bandit  literally.  A 
six-year  sentence  for  child  molestation 
was  hanging  over  him  when  the  govern- 
ment got  a  tip  that  he  had  soUcited  a 
bribe  from  a  defense  contractor.  Under 
pressure,  Marlowe  agi'eed 
to  become  an  undercover 
informant  for  prosecutors 
who  were  just  beginning 
to  investigate  a  defense- 
corruption  scandal  that 
would  make  Teapot  Dome 
look  like  a  minor  tempest. 
A  tap  on  Marlowe's  phone 
led  to  other  culprits  and  a 
total  of  76,000  intercepted 
conversations.  Fedei-al 
agents  overheard  candid 
discussions  of  payoffs  lai'ge 
and  small  and  of  successful 
efforts  to  steer  Pentagon 
contracts  to  favored  companies. 

Two  federal  investigations,  dubbed 
Operation  Illwind  and  Operation  Un- 
cover, proved  that  such  li'aud  was  no 
abeiTation.  More  than  90  individuals  and 
companies,  including  8  of  the  15  largest 
Pentagon  suppliers,  were  ultimately  con- 
victed of  or  pleaded  guilty  to  charges 
ranging  from  bribery  to  illegally  obtain- 
ing competitors'  cost  data.  The  roster  in- 
cluded General  Electric  Co.,  Boeing  Co., 
fomner'  Assistant  Navy  Secretary  Melvin 
Paisley,  and  a  host  of  consultants  who 
traded  on  friendships  to  rake  in  hun- 
dreds of  thousands  of  dollars  for  them- 
selves and  billions  for  their  corporate 
clients.  (F'or  his  cooper-ation,  Marlowe, 
on  the  other  hand,  was  never  charged 


with  soliciting  a  bribe,  and  the  govern- 
ment paid  some  of  his  bills  while  he 
was  in  prison  for  the  sex  crimes.) 

Many  of  these  consultants,  it  turned 
out,  knew  nothing  about  weapons  tech- 
nology: As  his  friends  were  wont  to 
joke,  one  consultant's  definition  of  a 
universal  joint  was  "a  really  big  night- 
club open  to  everyone."  And  much  of 
what  they  and  the  contractors  got  the 
government  to  purchase,  such  as  $116 
million  worth  of  shipboard  radar-up- 
gi'ade  kits,  was  either  unnecessary,  ob- 
solete, or  overpriced. 

Pasztor,  who  covered  the 
scandal  for  The  Wall  Street 
Journal,  shows  how  the 
Reagan  Administration's 
lack  of  ethical  awareness 
and  its  market-oriented  re- 
form efforts  contributed  to 
the  land-nish  climate.  Un- 
fettered by  ethical  I'ules, 
Reagan's  Pentagon  transi- 
tion-team members  had 
I'eady  access  to  some  of  the 
Defense  Dept.'s  innermost 
secrets — which  some  of 
them  employed  for  private 
gain.  One  top  transition  of- 
ficial was  Benjamin  T.  Plymale,  a  senior 
executive  at  Boeing,  whose  colleagues, 
Pasztor  says,  photocopied  a  treasur-e 
trove  of  Pentagon  documents  ft'om  the 
transition  team's  safe. 

Even  well-intentioned  efforts  to  re- 
form procurement  backfired.  In  the 
midst  of  a  fleet  buildup.  Navy  Secre- 
tary John  F.  Lehman  vastly  increased 
the  number  of  contr-acts  open  to  compet- 
itive bids.  He  shifted  fr-om  the  pr'actice 
of  providing  cost-plus  deals — thought  to 
encourage  wasteful  practices — to  fixed- 
cost  contr-acts.  And  Lehman  sometimes 
had  two  companies  make  the  same 
weapon.  These  moves  were  intended  to 
drive  prices  down  and  to  shift  the  risk 
of  cost  overruns  to  supplier-s. 


But  Lehman,  as  arrogant  a;  t 
underlings  who  never  thought  h 
would  get  caught,  refused  to  acko> 
edge  these  efforts  weren't  workinj:! 
real  rivalry  tm-ned  out  to  be  not)\ 
pricing  but  for  inside  information  <  \ 
coming  procurements  and  over  liv 
arms  specifications  tailored  to  a  d 
ny's  advantage.  Making  matters  \' 
the  lead  contractor  was  allowed  1  ( 
the  second  source  for  manufactui 
weapon.  As  William  Galvin,  one  i 
consultants  at  the  heart  of  the  in\  (  ■ 
tion,  explained  to  a  gr-and  jury,  tli 
them  avoid  aggressive  competition, 
pick  a  friendly,  docile  second  sm 
he  said.  "You  don't  pick  a  tiger" 

Pasztor  paints  detailed  portr'ai 
some  of  these  centr-al  figm-es.  At 
this  approach  slows  down  his  ae( 
but  once  the  author  turns  to  the  i 
tigations,  the  book  picks  up  sj 
While  the  probes  were  unfolding, 
didn't  have  the  public  impact  of  tin 
ings-and-loan  debacle  or  other  st-. 
of  the  1980s.  So  When  the  Pi 
Was  for  Sale  serves  as  an  im]i 
reminder  of  why  government  >>i 
and  procurement  must  under'gn 
ough  scrortiny. 

Have  the  seeds  now  been  sown 
replay  of  the  skulduggery,  Pasztof 
ders?  With  procur-ement  budget. -  : 
ning  at  about  half  of  their  1987  In; 
constant  dollars  and  with  the  del 
industry  suffering  through  a  wi'ein 
retrenchment,  pressur'e  for  insidi.'  i 
mation  and  help  winning  contr'at- 
greater  than  ever.  What's  mure 
points  out,  some  of  the  more  ri<' 
requirements  have  been  eased. 

Whether  or  not  he's  right,  thi' 
dal's  legacy  will  continue  to  di 
Pentagon.  In  an  added  wrinkh  . 
budgets  ar"e  pushing  the  Penta.^'i 
seek  cheaper  nonmilitary  pr-oduct>. 
computers  to  nails.  But,  like  (ii 
contractors,  commercial  vendors 
gripes  about  procur-ement  rule-, 
they  may  be  unwilhng  to  do  bu-i 
with  the  Pentagon  unless  the  rr.li  - 
abandoned.  It's  a  dilemma  that  [m. 
makers  are  only  beginning  to  face,  r 
given  competitive  pressures  and  tlni 
dustry  clout  that  Pasztor  detail.-, 
difficult  to  beheve  that  the  problem  • 
be  solved  wisely. 

BY  STAN  I  I 
Crock  covers  national-security  aji . 
for  BUSINESS  WEEK. 


SKULDUGGERY  DURING  THE  REAGAN-ERA 
DEFENSE  BUILDUP  LED  TO  BILLIONS  IN  RAKE-OFF 
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1  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

2  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $25)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

3  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $19.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

4  SERPENT  ON  THE  ROCK  by  Kurt  Eichenwald 
(HarperBusiness  •  $27.50)  How  Pru-Bache's  limited- 
partnership  deals  put  the  bite  on  investors. 

5  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Simon  &  Schuster  •  $23) 
Managing  your  time  by  balancing  your  life. 

6  THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $24.95)  A  useful  analysis  of  how  Buffett  does  it. 

7  JESUS  CEO  by  Laurie  Beth  Jones  (Hyperion  •  $16.95) 
Applying  the  teachings  of  the  Bible  to  business  problems. 

8  EVERYONE'S  A  COACH  by  Don  Shula  and  Ken  Blanchard 
(HarperBusiness  •  $22)  Go,  fight,  win,  says  the  coach. 

9  COMPETING  FOR  THE  FUTURE  by  Gary  Hamel  and  C.K. 
Prahalad  (Harvard  Business  School  •  $24.95)  For  healthy 
growth,  anticipate  the  future — and  how  to  dominate  it. 

10  THE  NORDSTROM  WAY  by  Robert  Specter  and  Patrick  D. 
McCarthy  (Wiley  •  $24.95)  A  top  company  salesman 
describes  the  retailer's  customer-service  culture. 

11  SOROS  by  Robert  Slater  (Irw/in  •  $25)  The  life  and  invest- 
ment tactics  of  "the  world's  greatest  money  manager. " 

12  THE  HP  WAY  by  David  Packard  (HarperBusiness  •  $17) 
Hewlett-Packard's  co-founder  tells  how  the  giant  grew  from 
its  humble  origins  in  a  Palo  Alto  garage. 

13  RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your 
biggest  boosters. 

14  WHY  GOOD  GIRLS  DON'T  GET  AHEAD  .  . .  BUT  GUTSY 
GIRLS  DO  by  Kate  White  (Warner  •  $21.95)  Career  strategies 
from  a  former  goody  two-shoes  who  got  wise. 

15  HOW  TO  DRIVE  YOUR  COMPETITION  CRAZY  by  Guy 

Kawasaki  (Hyperion  •  $22.95)  Pulling  off  the  gloves-and 
giving  the  other  guy  fits. 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Still  on  top. 

2  THE  1995  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

3  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDIll 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan 
Siege!  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

4  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Wc 
man  •  $8.95)  Give  'em  a  champagne  brunch,  a  casual-dn 
day — or  plain  old  cash. 

5  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

6  ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcett  • 
$10)  How  "empowerment"  revved  up  employees  at  the 
fictional  Normal  Co. 

7  THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  •  $18. S 
Creating  the  "learning  organization. " 

8  PERSONAL  FINANCE  FOR  DUMMIES  by  Erie  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer. 

9  KNOCK  'EM  DEAD  by  Martin  Yate  (Adams  •  $9.95)  A  job- 
seeker's  handbook. 

10  THE  REENGINEERING  REVOLUTION  by  Michael  Hammer 
and  Steven  A.  Stanton  (HarperBusiness  •  $15)  Roads  to 
reengineering  success. 

11  REENGINEERING  THE  CORPORATION  by  Michael  HammE 
and  James  Champy  (HarperBusiness  •  $13)  Using  informs 
tion  technology  to  redesign  business  processes. 

12  THE  GOAL  by  Eliyahu  M.  Goldratt  (North  River  Press  • 
$19.95)  Bringing  your  strategies  in  line  with  your  No.l 
purpose:  making  money. 

13  THE  PURSUIT  OF  WOW!  by  Tom  Peters  (Vintage  •  $14) 
Irreverent  tips  on  keeping  products,  organizations,  and 
people  from  going  stale. 

14  THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three  manai 
ment  techniques,  conveyed  in  brief  story  form. 

15  THE  FIFTH  DISCIPLINE  FIELDBOOK  by  Peter  Senge,  Art 
Kleiner,  Charlotte  Roberts,  Richard  B.  Ross,  and  Bryan  J. 
Smith  (Currency  •  $29.95)  Exercises,  tools,  and  stories 
relating  to  the  "learning  organization. " 


BUSINESS  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economi 
management,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  rep 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  July. 


TO  OUR  READERS 


We  are  changing  oui'  Best-Seller  List. 
Ever  since  such  lists  were  invented,  au- 
thors and  publishers  have  tried  to  figure 
out  how  they  could  be  manipulated.  So 
we  built  safeguards  into  oui  data-col- 
lection to  thwart  tampering.  L  -ecent 
months  though,  as  news  stories  ii:  fhis 
magazine  have  shown,  there  have  bpesi 
sevei-al  successful  attempts  to  maneuver 
books  onto  best-seller  lists. 

The  BUSINESS  WEEK  stories  reported 


that,  early  this  year,  authors  of  The  Dis- 
cipline of  Market  Leaders  bought  more 
than  10,000  copies  of  their  own  book 
fi-om  bookstores  thought  to  submit  data 
to  The  New  York  Times.  At  about  the 
same  time,  another  author,  James 
Champy,  purchased  7,500  copies  of  his 
Reengineering  Management  from  book- 
stores. In  each  case,  the  books  landed 
on  best-seller  lists.  The  potential  re- 
wards: credibility,  speaking  engage- 
,nents,  and  consultancy  work. 

To  avoid  such  manipulation,  we  will. 


as  of  this  month's  list,  no  longer  put 
the  names  of  the  reporting  booksto 
Also,  BUSINESS  WEEK  will  add  sevi 
stores  to  those  that  currently  rej 
monthly  sales.  Each  bookstore  vdU 
asked  to  filter  out  corporate  sales 
seem  designed  to  influence  a  boi. 
standing  on  our  list.  Each  month,  v 
calculate  the  results  using  a  diffeii 
subset  of  reporting  stores,  to  reds 
the  chance  of  manipulation  further 
we'll  be  even  more  diligent  about  chfi' 
ing  our  numbers. 
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A  Siemens  Nixdorf  Company 


WORLD 


illas/Fort  Worth:  Pyramid  provides 

)ig  lift  at  Dallas/Fort  Worth  International  Airport. 


ling  the  world's  second  largest  airport  up 
"unning  is  no  small  feat.  Each  year,  more 
52  million  passengers  travel  through 
)allas/Fort  Worth  International  Airport  on 
way  to  destinations  around  the  country 
around  the  world. 

lating  traffic  and  the  development  of 
more  sophisticated,  time-sensitive 
ications  prompted  the  airport's  Systems 
Technology  Management  organization 
igin  looking  for  a  very  high-performance 
iframe-class  solution  that  could  enhance 
xisting  technology  offering  without 


creating  a  disturbance  in  day-to-day  opera- 
tions. The  solution?  Pyramid's  high-per- 
formance, high-reliability  Nile  150  symmetric 
multiprocessing  server.  Based  on  the 
MIPS  R4400  architecture,  the  Nile  provides 
unprecedented  levels  of  reliability,  availability, 
and  serviceability.  Teaming  with  strategic 
partner  ORACLE  Corp.,  Pyramid  provided 
Dallas/Fort  Worth  International  with  a  com- 
plete systems  solution,  including  the  extre- 
mely high-performance  enterprise-class 
Nile  150  server  as  well  as  ORACLE'S  relational 
database  management  system  and  a  com- 
prehensive package  of  business  applications 


such  as  financial  management,  order  pro- 
cessing, personnel,  purchasing,  inventory 
control  and  traffic  analysis. 
The  impact  of  the  Pyramid  solution  has  been 
excellent.  The  more  than  700  airport  em- 
ployees who  rely  on  the  Nile  to  keep  the 
airport  up  and  running  report  excellent 
response  time  and  performance  from  the 
system,  and  airport  management  is  now 
able  to  rely  on  a  fuller  range  of  programs 
to  manage  the  onslaught  of  traffic  at  one 
of  the  world's  busiest  travel  hubs. 


PYRAMID 
TECHNOLOGY 

A  Siemens  Nixdorf  Company 


Melbourne:  Pyramid  is  on  top  "down  under" 


AV  Jennings,  the  largest  home  building  con 
tractor  in  Australia,  is  counting  on  Pyramid 
Technology  to  give  it  the  advantage  it  needs 
to  better  compete  in  the  country's  slow 
housing  market.  With  a  Pyramid  NilelOO 
server  now  installed  at  its  headquarters  site 


in  Melbourne,  AV  Jennings  gets  the  speed, 
accessibility  and  aggressive  price/performance 
it  needs  to  stay  competitive.  According  to 
Andrew  Piddington,  AV  Jennings'  Computer 
Services  Manager,  the  company  invited 
several  vendors  to  perform  benchmark  tests 
to  help  it  determine  the  best 
vendor  for  the  job.  'The  Nile 
system  outperformed  the 
others,"  says  Piddington. 
^  The  Australian  company 
discovered  that  the  Nile  100 
was  capable  of  delivering  all 

*  the  performance,  reliability 

*  and  availability  of  a  high-end 
fraction  of  the  cost.  From  AV 

Jennings'  perspective,  the  fast  response 
times  that  the  Nile  provides  to  queries  enables 
the  company  to  process  and  deliver 
information  in  a  far  more  timely  and  efficient 
manner. 


Toronto:  Tri mark  trusts  Nile  technology. 


More  than  800,000  Canadians  have  entrusted 
more  than  12  billion  in  investments  to 
Trimark,  one  of  Canada's  leading  mutual  fund 
management  companies.  With  this  sizable 
fund  to  manage,  Trimark  needed  a  tech- 
nology solution  that  it  could  trust  as  well  -  one 
that  would  provide  superb  functionality, 
unmatched  scalability  and  excellent  price/per- 
formance. It  turned  to  the  Pyramid  Nile  150. 
Trimark  installed  three  Nile  servers  at  its 
headquarters  office  in  Toronto  for  marketing, 
software  development  and  business  data 
output.  ORACLE  teamed  with  Pyramid  to  pro- 
vide some  of  Trimark's  business  applications 
at  this  site.  The  Pyramid  UNIX  servers  have 
been  integrated  into  a  local  area  network 
(LAN)  of  over  300  workstations. 
Via  Trimark's  wide  area  network  (WAN)  access 
is  also  provided  to  over  300  financial  plan- 
ners. With  the  Nile  150s,  Trimark's  employees 
are  better  able  to  access  and  analyze  enor- 
mous quantities  of  data  quickly  and  more 
efficiently.  While  all  processing  takes  place 
on-line,  vast  amounts  of  data  are  simul- 
taneously batch-processed  and  backed  up. 
For  example,  Trimark  programmed  the 


"unitholder"  system  on  the  Nile  development 
system  and  is  now  running  this  program  on 
a  second  Nile  server.  The  unitholder  system 
handles  all  investment  transactions  for  more 
than  1.2  million  accounts,  including  pur- 
chases and  transfers  to  funds  and  account 
analysis  information  and  reports.  With 
response  times  to  queries  averaging  less  than 
one  second,  Trimark  -  thanks  to  Pyramid 
technology  -  is  now  able  to  react  very  quickly 
to  any  changes  in  the  marketplace. 


In  addition,  the  Mirror  Disc  capability  pro- 
vides maximum  security.  The  Nile  100  servf 
supports  a  network  of  nearly  200  offices  with 
vital  information  generated  by  ORACLE  an 
other  sector-specific  software  vendors. 
The  software,  specifically  targeted  to  AV 
Jennnings'  business,  provides  the  "bill  ( 
quantities"  for  all  house  designs,  calculate; 
pricing  information  and  issues  purchase 
orders  for  all  jobs.  "The  new  system  hai 
made  a  dramatic  improvement  in  responi 
time  and  has  reduced  our  costs,"  explains 
Piddington.  With  the  Nile  100  server, 
AV  Jennings  has  an  open  UNIX*"  platform  thi 
gives  the  company  access  to  a  wider  range 
of  software  solutions,  making  it  easier  to 
integrate  their  resources  -  thereby  protectinj 
their  hardware  and  software  investments  as 
they  grow.  With  Pyramid's  flexibility  and 
performance,  the  Nile  system  will  remait 
"on  top  down  under"  for  years  to  come. 


IIEMENS 
JIXDORF 


tockport/Cheshire: 
didas  gets  fit  with 
M600. 


Idas  (U.K.)  Limited,  Britain's  leading  sports 
ods  manufacturer,  brol<e  all  records  with 
;  speed  of  its  conversion  from  a  mainframe 
the  latest  client-server  architecture.  With 
;  assistance  of  Siemens  Nixdorf,  adidas' 
Department  installed  an  RM600  UNIX  ser- 
I  over  just  one  weekend  and  the  entire  IT 
janization  changed  their  systems  over  to 
uributed  information  processing, 
aling  with  the  queries  from  over  200  PC 
ers  connected  to  the  system  is  just  a  short 
rint  for  the  high-performance  computer, 
mprehensive  management  reports 
jviously  taking  hours  to  produce  are  now 
ailable  in  minutes,  information  which  took 
nutes  to  produce  is  now  available  in 
:onds.  This  is  just  one  benefit  adidas  gets 
m  RM600  -  the  sheer  power  of  the  system 
Dviding  extremely  rapid  response  times 
the  entire  network.  "The  migration  was 


potentially  a  high  risk  operation  but  was 
accomplished  successfully,  on  time  and  with 
the  least  possible  disruption",  says  Paul 
Farrington,  Operations  Manager  at  adidas. 
The  dramatic  time-saving  achieved  with  the 
RM600  enables  adidas  to  respond  to  their 
customers'  needs  more  efficiently,  and  pro- 
vides detailed  sales  and  marketing  data 
aimed  to  keep  adidas  at  the  leading  edge 
of  the  British  sports  goods  trade. 


Cologne:  For  Gerling,  there's  no  parallel  to 
the  Reliant  RM1000  parallel  computer. 


The  world's  first  order  for  a  Siemens  Nixdorf 
Reliant  RM1000  isn't  Gerling's  first  order  for 
an  RM  System:  Gerling,  one  of  Europe's  lar- 
gest insurance  companies,  has  been  depend- 
ing on  UNIX  servers 
from  Siemens  Nixdorf  for 
years  to  run  a  multitude 
of  applications  in  a  wide 
range  of  sectors. 
The  insurance  company 
currently  uses  some 
4,000  desktop  terminals 
and  approximately  2,200 
PCs.  With  the  Reliant 
RM1000,  Gerling  is 
adding  the  newest  and 
most  innovative  product 
from  the  UNIX  RM 
system  family. 
What's  new  about  the 
Reliant  RM1000  is  its 
massively  parallel  archi- 
tecture. Together  with  the 
R/3*  business  software 


suite  from  SAR  it  will  afford  Gerling  a  signifi- 
cant increase  in  performance  to  support  the 
company's  decision-making  processes. 
The  18  processors  in  the  Reliant  RM1000  will 
assure  ultra-fast  management  of  all  tasks. 
Within  a  fraction  of  a  second,  it  will  process 
enormous  volumes  of  data  from  the  R/3  cost 
and  financial  management  modules,  store 
comprehensive  information  in  the  Compact 
optical  archiving  system,  or  route  it  right  to 
the  workplaces. 

An  R/3  production  application  with  300  users 
will  run  on  the  Reliant  RM1000.  At  the  same 
time,  though,  it  will  still  provide  ample 
performance  reserves  for  programming  and 
testing  new  or  additional  R/3  applications  - 
all  of  them  in  parallel  on  one  system. 


SIEMENS 
NIXDORF 


Paris:  RM  computers  help  SNCF  set 
the  course  for  UNIX. 


SNCF,  the  French  railway  company  has, 
together  with  Siemens  Nixdorf,  already  set  the 
course  for  a  state-of-the-art  payroll  system. 
Here's  the  background.  For  greater  efficiency 
and  lower  costs,  SNCF  has  recently  rational- 
ized its  train  and  service  personnel  into  fewer 
locations.  More  than  50  RM200  and  RM400 
systems  have  been  installed  to  collect  data  on 
the  hours  worked  by  the  train  crews:  train 
drivers  and  service  staff  for  the  rolling  stock. 
The  UNIX  systems  have  been  installed 
nationwide  in  the  equipment  and  locomotive 
departments  and  are  part  of  a  project  aimed 
at  making  the  calculation  of  salaries  more 
efficient.  Siemens  Nixdorf  managed  the  entire 


migration  project,  from  the  proprietary  sy 
to  UNIX.  The  principal  job  of  the  RM  com 
ters  is  to  keep  an  exact  account  of  the  wic 
differing  hours  worked  by  the  SNCF  train 
crews,  monitoring  night  rates  and  week 
work,  for  example.  Seamlessly  integratec 
into  the  existing  communications  netw 
the  computers  feed  the  data  via  SNCF's 
private  data  network  through  to  the  pa\ 
system  at  headquarters.  With  this,  SNCF 
employees  can  rely  on  an  impeccable  pa' 
system  even  after  the  reorganization.  A 
SNCF's  headquarters  always  have  an  ove 
view  of  the  costs  and  productivity  rate  of 
16,000  people  employed  in  the  train  cre\ 


From  RM200to  BS2000/OSD: 

Integrating  power  for  open,  enterprise-wide  computing. 


Open,  enterprise-wide  computing  is  putting 
new  power  into  modern  client-server  networks. 
Massively  parallel  architectures  provide  a 
quantum  leap  in  performance,  availability 
and  flexibility.  Now,  for  example,  the  huge 
volumes  of  data  in  large  organizations  can 
be  utilized  to  enhance  decision-support  pro- 
cesses. Precision  marketing  is  now  a  reality. 
Siemens  Nixdorf  offers  a  spectrum  of 
hardware  power  for  open,  enterprise-wide 
computing  that's  unrivalled  by  other  com- 
puter vendors:  the  world's  largest  line  of 


computers,  from  desktop  systems  to  high- 
performance  servers  -  with  the  operating 
systems  our  customers  need  most:  UNIX, 
NT  and  BS2000/OSD. 
With  RM200,  RM400  and  RM600,  Europe's 
successful  multi-user  UNIX  systems.  With 
BS2000/OSD,  the  general  purpose  main- 
frames that  offer  the  openness  to  interoperate 
with  both  UNIX  and  PC  systems.  And  now, 
with  the  first  jointly  marketed  high-end  server 
from  Siemens  Nixdorf  and  Pyramid  Technology: 
the  Reliant  RM1000.  Its  more  than  10  tera- 


bytes of  on-line  information  make  it  tl" 
powerhouse  among  parallel  servers. 
The  Reliant  RM1000  can  be  upgraded  to 
corporate  hundreds  of  processors  -  fo 
processing  massive  volumes  of  data  in  t 
traditional  and  open  environments. 
And  for  high-end  performance  in  handl 
complex  R/3  applications  and  leading-eo 
solutions  like  data  warehousing,  decisic 
support  or  video  server  applications. 
Unlimited  computing  power  for  your  op 
enterprise-wide  computing  needs. 


«"HDO»F 


Paderborn,  GermanY. 
the  manufacturing  site  for 
Siemens  Nixdorf s  RM  line. 
Europe's  successful 
multi-user  UNIX  systems. 
For  information  about  RM: 
Ralf  Baumer  fax  (+d9)  5251  811413 

Augsburg,  Germany, 
the  manufacturing  site  for 
Siemens  Nixdorf's  open 
BS2000/OSD  general 
purpose  mainframes. 
For  information  about 
BS2000:  Ute  Vogt.  Fax  1+49)  89  6362812 


San  Jose,  California, 
Headquarters  of  Pyramid 
Technology  -  a  Siemens 
Nixdorf  Company,  the  many 
factunng  site  for  Nile  high- 
end  servers.  For  information 
about  Nile:  Richard  McCormack,  Fax  (+  II  408  4."  - 
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\  TEPHEN  H.  WILDSTROM 


}U1L  LOVE  THIS 
ETWORK  BATTLE 


^hose  of  us  in  the 
viciraty  of  Washington, 
D.  C,  were  more  than 
;le  worried  a  couple  of 
s  back  as  Hurricane  Fe- 
lenaced  the  Middle  At- 
;  coast.  So  I  got  some 
ure  of  comfort  by  click- 
,n  icon  on  my  computer 
Dop  everj'  now  and  then 
fortlessly  get  the  latest 
,te  from  the  National 
;her  Service  as  I  went 
t  my  work.  Such  quick 
easy  access  to  informa- 
on  demand  got  me  to 
dng  about  networking, 
lext  frontier  in  comput- 
br  companies  and  indi- 
ils.  And  what  I  see  is  a 
g  battle  shaping  up  in 
loftware  industry,  an  in- 
ion  that  we  are  likely 
ee  dramatic  improve- 
rs in  computer  network- 
^ery  soon. 

le  promise  of  network- 
s  great.  There  is  far  too 
\  power  in  today's  per- 
1  computers  to  stay 
id  up  in  a  box  on  our 
tops.  We  need  software 
lets  us  reach  out  to  col- 
rate  with  co-workers, 
gives  us  instant  access 
iformation  around  the 
d,  that  allows  us  to  man- 
such  mundane  tasks  as 
rolling  the  aii-condition- 
ind  security  systems  in 
homes. 

>H  DEFINITION.  The  net- 
ws  of  the  not-very-distant 
'e  will  provide  an  instant 
sfer  of  information,  and 
•  computer  will  finally 
into  the  background  as 
ol.  The  distinction  be- 
3n  data  on  your  com- 
r  and  data  on  the  net- 
k  will  disappear.  "The 
lition  of  networks  is 
iging  from  connecting 


computers  to  connecting  peo- 
ple," says  Novell  Inc.  Chief 
Executive  Robert  J.  Fran- 
kenberg.  "It's  a  time  of  gi'eat 
promise  and  great  peril"  for 
the  industry. 

The  situation  is  in  sharp 
contrast  with  the  history  of 
the  computer  operating  sys- 
tem, where  the  evolution 


ware  we  see  m  companies 
and  the  online  networks  we 
peruse  at  home  are  just  a 
glimpse  of  what  the  next 
generation  of  connectivity 
will  bring.  If  you've  had  the 
good  fortune  to  work  on  a 
system  with  a  fast,  direct 
connection  to  the  Internet, 
you  will  understand  just  how 
different  the  experience  of 
instant  access  is  from  fetch- 
ing information  using  a  dial- 
up  service.  A  high-speed  con- 
nection helped  my  watch  on 
Hurricane  Felix  seem  effort- 
less as  I  sat  at  my  desk.  But 
because  I  helped  design  and 
install  the  system  that  made 
it  possible,  I  knew  first-hand 
about  the  immense  software 


from  clunky  DOS  commands 
to  Microsoft's  Windows  95 
was  painfully  slow.  Microsoft, 
which  was  handed  a  virtual 
monopoly  in  PC  operating 
systems  by  IBM  14  years  ago, 
is  starting  out  well  behind 
in  the  networking  race.  No- 
vell has  far  greater  network 
experience  and  better  soft- 
ware. IBM  and  AT&T  have 
deep  pockets  and  a  lot  more 
networking  expertise  than 
Microsoft.  And  a  batch  of  ag- 
gressive new  competitors,  in- 
cluding telephone  and  cable 
television  companies,  want  a 
piece  of  the  action. 

The  E-mail  and  group- 


framework  needed  to  make 
it  work. 

Sooner  rather  than  later, 
such  connections  will  become 
cheap  and  available  for 
homes  and  small  businesses. 
The  prerequisite  will  be  dig- 
ital telephone  lines  or  cable 
television  circuits.  But  soft- 
ware will  have  to  make  the 
setup  vastly  easier  for  peo- 
ple who  don't  have  network 
administrators. 

The  uses  for  the  networks 
will  be  limited  only  by  imag- 
ination. Novell,  moving  in 
where  Microsoft  has  already 
fiopped,  hopes  to  extend  the 
network  to  all  sorts  of  de- 


vices. Novell  Embedded  Sys- 
tems Technology  (nest) 
would  allow  you  to  find  the 
copier  with  the  shortest  wait 
or  check  to  see  if  a  fax  has 
come  in.  At  home,  your  heat- 
ing and  cooling  system,  your 
security  system,  even  your 
VCR,  would  be  tied  into  a 
network,  probably  using  the 
existing  electiical  wiring,  and 
would  be  controlled  by  your 
computer. 

Microsoft  dreamed  of  sim- 
ilar networks  with  its  "Win- 
dows everywhere"  strategy. 
However,  Microsoft  At  Work, 
a  system  for  controlling  fax 
machines,  copiers,  and  other 
office  equipment  failed  dis- 
mally because  no  one  wanted 
to  add  the  hundreds  of  dol- 
lars worth  of  electronics  to 
enable  a  fax  machine  to  run 
the  software.  The  nest  pro- 
gram, by  contrast,  can  be 
embedded  in  an  inexpensive 
handful  of  chips. 
TEDIOUS  PROCESS.  Microsoft 
knows  the  future  is  in  net- 
works. An  icon  called  Net- 
work Neighborhood  is  a  ba- 
sic feature  of  the  Windows 
;i5  desktop.  The  Help  menu 
in  Microsoft  Works  4.0  in- 
cludes an  item  that  will  auto- 
matically dial  up  the  new  Mi- 
crosoft Network  (msn). 
There  you  can  look  for  as- 
sistance from  tech  support 
or  other  users  of  the 
integrated  word  proces- 
sor/spreadsheet program. 
Good  idea.  But  you  have  to 
twiddle  your  thumbs  while 
your  modem  churns  away. 
And  once  you  get  online,  you 
fight  your  way  through  a  se- 
ries of  screens,  each  seem- 
ing to  take  minutes  to  ap- 
pear. All  in  all,  a  frustrating 
process. 

Despite  its  poor  position 
in  networking,  I  would  hard- 
ly bet  the  ranch  against  the 
giant  of  Redmond,  a  smart 
and  fierce  player  at  the  top 
of  its  game.  However,  in  the 
end,  it  matters  little  who 
wins  the  next  round  of  the 
software  wars  if  the  competi- 
tion brings  rapid  progress. 
And  for  this,  the  prospects 
are  bright. 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 
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Like  time,  the  Lexus  GS300 


Touring  Edition  is  certain  to  be 


in  short  supply.  After  all,  the 


GS  300  Touring  Edition  comes 


GS300  TOURING 


with  a  host  of  impressive 


amenities  and  special  features. 


along  with  $3,000  in  savings.' 


Of  course,  with  only  a 


limited  number  produced,  it 


may  exclude  certain  people. 


Namely  procrastinators. 


For  the  number  of  the  dealer 


nearest  you,  simply  cal 


(or  speed  dial)  800-US A-LEXUS. 


Tlw  RelentleiA  Pimut  (If  Perfection. 


fTijvotj  l-lotor  Sales,  U  S  A  ,  Inc  Lexus  reminds  you  to  jje.ir  seatbeits  and  obey  all 


Economic  Viewpoint; 


BY  ROBERT  KUTTNER 


THE  NET  AS  FREE-MARKET  UTOPIA? 
THINK  AGAIN 


HYBRID: 

The  Internet  is 
sure  to  become 
a  commercial 
hot  spot.  But 
it  sprang  from 
the  government 
-and  users 
are  committed 
to  free 
information 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


Many  prophets  of  cyberspace  think  the 
Internet  is  the  apotheosis  of  the  mar- 
ketplace. The  whole  affair  is  marvel- 
ously  decentralized  and  self-executing,  with  no 
need  for  pesky  regulations.  Any  seller  can 
offer  wares  to  any  buyer,  worldwide.  For 
theorists  such  as  authors  George  Gilder  and 
John  Naisbitt,  and  for  Peter  Huber  of  the 
Manhattan  Institute  for  Pohcy  Research,  the 
world  of  computer-mediated  communication 
realizes  a  market  Utopia — Adam  Smith  with  a 
computer. 

I'm  not  so  sure.  For  starters,  consider  the 
histoiy  of  the  Internet.  It  grew  out  of  the  De- 
fense Dept.'s  Advanced  Research  Projects 
Agency  Network  (Arpanet),  a  system  de- 
signed to  link  remote  computers  for  purposes 
of  weapons  development,  militaiy  command 
and  control,  and  pure  research.  The  govern- 
ment fimded  most  of  the  early  advances  that 
made  possible  today's  user-friendly  home  com- 
puters linked  by  phone  lines — packet  switch- 
ing of  data,  gi'aphical  interfaces,  and  the  archi- 
tecture of  the  Net  itself. 

Where  the  Pentagon  left  off,  the  university 
and  scientific  community  picked  up.  The  fore- 
runners of  the  Internet,  such  as  bitnet  (a 
nonprofit  inter-university  cooperative)  and  the 
National  Science  Foundation's  nsfnet,  were 
developed  mainly  for  research  purposes.  Us- 
age was  subsidized  by  government.  Although 
some  private  companies,  such  as  Xero.x  Corp. 
(through  its  Palo  Alto  Research  Center,  PARC), 
contributed  to  the  technology  underlying  to- 
day's Internet,  nobody  imagined  that  a  net- 
work designed  for  defense  communications 
would  someday  be  used  for  home  shopping. 
RIDICULE.  When  the  linkage  of  remote  com- 
puters was  still  in  its  infancy,  the  prospect  of 
commercial  payoff  was  so  distant  and  improb- 
able that  no  private  company  could  have  jus- 
tified the  venture  based  on  the  profit  motive. 
Although  the  at&ts  and  ibms  of  that  era  had 
plenty  of  scientists  and  deep  pockets,  the 
Internet  was  spawned  not  by  private  invest- 
ments but  by  the  Pentagon  and  the  univer- 
sities— the  two  principal  centers  of  technical 
virtuosity  with  goals  other  than  profit. 

Moreover,  as  the  Internet  developed,  so 
did  a  unique  subculture — one  intensely  com- 
mitted to  decentralization  and  open  access 
but  also  skeptical  of  opportunism  and  profit- 
eering. Early  attempts  to  use  the  Net  to  ad- 
vertise were  roundly  "flamed" — bombarded 
with  scorn  and  ridicule — by  Net  aficionados. 


The  guardians  of  Net  culture  and  the 
brants  of  cybercapitalism  share  a  reve: 
for  benign  anarchy  but  not  the  same 
ship  of  the  profit  motive. 

Surfing  the  Net,  one  appreciates  that 
of  the  thousands  of  "Web  sites"  offering 
mation  to  anyone  who  logs  on  are  free  S( 
es — typically  put  online  by  enthusiast 
the  sheer  joy  of  discovery,  invention, 
communication.  Perhaps  cyberculture's 
fiercely  held  tenet  is  that  information  oug 
stay  free. 

Of  course,  the  Internet  is  in  its  infancy 
commercial  marketplace.  Until  now,  it 
been  mainly  a  medium  of  scientific  ant 
search  exchange,  of  chat  gi'oups  for  cance 
tients,  O.J.  Simpson  watchers,  and  thous 
of  other  "virtual  communities."  As  soo 
software  is  perfected  assuring  the  sec 
of  CT-edit-card  purchases,  amateur  and 
profit  uses  will  coexist  uneasily  with  1 
shopping,  pay-per-use  entertainment,  and 
er  commercial  ventures. 
PIGGYBACKING.  But  the  Internet  will  re 
something  other  than  pure  capitalisn 
would  not  exist  if  not  for  a  scientific 
search,  and  hacker  community  vdth  e 
market  motives.  While  it  is  sui-ely  becom* 
prime  avenue  for  commerce,  that  is  not 
is.  The  ethic  of  free  information  is  so  d€ 
rooted  on  the  Net  that  it's  hard  to  see 
fee-for-service  data  will  drive  out  free  d 

Some  lessons  here:  Subcultures,  central 
both  Karl  Marx  and  George  Gilder,  are 
mechanical  reflections  of  material  inter 
They  have  a  way  of  taking  on  lives  of ' 
own.  Much  of  Internet  cultui-e  is  a  distin' 
hybrid,  with  as  much  in  common  with  J 
Garcia  as  with  Adam  Smith.  The  conserv; 
enthusiasts  of  technology  and  free  mar] 
notably  House  Speaker  Newt  Gingrich,  sh 
think  twice  before  they  defund  public-s( 
scientific  and  technical  research  and  turr 
whole  shooting  match  over  to  private  ei 
prise.  While  the  Net  may  be  mostly  self- 
ulating,  it's  comforting  to  have  the  Ju: 
Dept.  in  the  background  making  sure 
no  single  company  takes  over  its  gatews 

Entrepreneurs  can  surely  piggybacl 
this  remarkable  infrastructure,  profit  froi 
and  carry  it  to  the  next  stage.  But 
should  realize  whose  shoulders  they  ai'e  st 
ing  on.  And  they  may  run  into  more  r 
tance  and  a  more  complex  set  of  values  ' 
they  anticipate. 
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*  "PERFECTOFFICE  WINS." 

PerfectOffice""  scored  7.0,  Microsoft*  Offi  ce  scored  6.4,  InfoWorld,  April  1995 

"****V2" 


PC/Computing,  November  1994 

"BEST  INTEGRATION." 

PC  World,  January  1995 


'.'..NOW  THE  BEST  CHOICE..'.' 


Analyst's  Choice,  PC  Week,  January  16,  1995 


"PICKED  BY  2  OUT  OF  3.  ' 

Customer  shootouts  conducted  by  an  independent  reseller,  November  1994 -June  1995 
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IP    YOU    T  H  I  N  K 
MULTIMEDIA 
IS    JUST  A 
CD-ROM  READER 

HOOKED    UP  TO 
YOUR  COMPUTER 
YOU'RE  ONLY 
GETTING  PART 
OF    THE  PICTURE 


Mode  (ATM).  Our 
itcKes  can  process  Ku^e 

of  video,  data,  and 
)rmation  simultaneously, 
allowing  entire  networks 
ull  advantage  of  multi- 
)plications. 


II  n^e  oi 
nous  Opt  ical  Ne  twork 
T)  products.  Many  of 
kicli  provide  fail-safe 
ka^es  for  botli  Wide 
al  Area  Networks, 
stated,  tkese  products 


keep  multimedia  information  ki^^est  obstacles  to  networking 

Irom  kein^  derailed  due  to  any        multimedia — tlie  kottom  line, 
numker  ol  unlorcseen  interrup- 
tions. 

For  tkose  wko  can't  justify 
tke  expense  ol  a  dedicated  line 
for  multimedia,  we  ve  developed 
Dr.  BonD.™ 


Dr.  BonD. 

Of  course,  tkere  are  many 
otker  ways  NEC  kelps  you 
network  information  witk  people 
and  places  around  tke  world 
(not  to  mention  around  tke 
o  ffice).  All  of  wkick  let  you 
ke^in  to  realize  multiniedia's 
lull  potential.  /\nd  even  il 
you  re  just  discovering 
multimedia  witk  tke  kelp 
ol  a  CD-ROM  read  er.  we 
want  to  make  sure  tkere s  one 
tkin^  you  never  lose  s  i^kt  of. 
Tkek  1^  picture. 

SEE.  HEAR 

and  feel  the 
difference: 


lis  m^e- 


nious  dc>'ice  allows  you  to 
exckan^e  vadeo.  voice,  and  data 
tkrou^k  tke  puklic  network, 
and  pay  lor  only  tke  kandwidtk 
ncedea.  Tl  le  bottom  line  is  that 
Dr.  BonD  overcomes  one  of  tke 
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Econojnaic  Trends 


BY  GENE  KORETZ 

IS  A  SHEEPSKIN 
WORTH  IT  ALL? 

College  education  is  under  a  cloud 

Many  parents  of  recent  college  gradu- 
ates ai-e  frustrated  these  days.  De- 
spite the  vaunted  value  of  coDege,  a  lot  of 
grads  are  taking  low-wage  jobs  that  re- 
quii"e  only  high-school  skills.  Such  experi- 
ences and  recent  reports  that  more  and 
more  U.  S.  gi'aduates  are  employed  in 
low-skill  jobs  raise  troubhng  questions 
about  the  efficacy  of  investing  in  college. 

A  new  study  by  John  TVler  and  Rich- 
ard J.  Murnane  of  Harvard  Universi- 
ty's Graduate  School  of  Education  and 
Frank  Levy  of  Massachusetts  Institute 
of  Technology  allays  these  fears.  It  finds 
that  the  low  pay  levels  of  many  new 
gi'ads  only  last  for  a  few  years  (chart). 
Apparently,  young  graduates  often  take 
low-paying  jobs  temporarily,  while 

COLLEGE  GRADS:  LOW  PAY 
-BUT  ONLY  TO  START 
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searching  for  better  opportunities.  By 
the  time  they  reach  30,  most  have  man- 
aged to  enter  middle-class  ranks. 

As  for  rising  "underemployment" — 
working  in  a  job  beneath  your  skill  lev- 
el— the  study  finds  that  this  problem 
has  afflicted  pi-imarily  older  men.  During 
the  1980s,  median  real  earnings  in- 
creased among  young  (25  to  34)  gradu- 
ates of  both  sexes  and  among  older  (45 
to  54)  women  grads — by  23%  among 
younger  and  older  women  but  by  a 
modest  3%  among  the  young  men.  And 
the  share  of  underemjjloyed  workers  in 
these  three  gi'oups  declined. 

College-educated  oldei'  men,  on  the 
other  hand,  lost  ground.  The  share  of 
45-  to  54-year-olds  with  bas  who  had 
lower-skill  jobs  rose  from  14.5%  to  near- 
ly 18%,  and  their  median  real  earnings 
fell  by  nearly  4%.  "Older  male  college 
gi'aduates  were  the  chief  victims  of  the 
wave  of  restracturing  that  smfaced  in 


the  1980s,"  says  Harvard's  Murnane. 

One  reason  young  gi'ads  did  better  is 
that  they  responded  to  market  signals 
by  seeking  degrees  in  fields  with  high 
and  rising  wages.  Meanwhile,  the  real 
pay  of  less-educated  workers  was  drop- 
ping shaiply,  and  many  older  males  foimd 
themselves  with  outmoded  skills  at  a 
time  of  rapid  technological  change. 

All  of  this  underscores  the  value  of  a 
college  education  in  today's  turbulent 
labor  market.  Indeed,  after  rising  mod- 
estly dLU'ing  the  1980s,  the  real  median 
earnings  of  young  male  graduates  ac- 
tually dropped  4.4%  from  1989  to  1993. 
In  the  same  four  years,  however,  the 
real  earnings  of  young  male  high-school 
gi'ads  plunged  13.7%. 


YANKEES:  NOSE  TO 
THE  GRINDSTONE 

Their  vacations  are  brutishly  short 

Compared  with  counterparts  over- 
seas, U.  S.  employees  get  skimpy 
vacations.  According  to  Hewitt  Asso- 
ciates, a  benefits-consulting  firm,  Amer- 
ican workers,  after  one  year  of  service, 
average  just  two  weeks  of  annual  vaca- 
tion. Same  goes  for  Canadians  and  the 
Japanese — 10  working  days.  In  most 
European  countries,  by  contrast,  the 
mandated  rule  is  20  to  25  days  (chart). 

At  big  U.  S.  companies,  Hewitt  notes, 
employees  usually 


VACATION  TIMES 
AROUND  THE  GLOBE 

WORKING  DAYS  OFF 

ANNUAL  VACATION 
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fare  better  as 
their  job  tenure 
increases:  three 
weeks  of  vacation 
aft.er  5  years  and 
four  weeks  after 
15  years.  But 
since  many  Amer- 
icans work  for 
smaller  companies 
or  often  change 
jobs,  in  many  cas- 
es they  don't  ad- 
vance much  past 
two  weeks. 

Runzheimer  In- 
ternational reports 
that  the  average 
U.  S.  worker  gets 
a  grand  total  of 
only  17  days  off  a 
year,  including  hol- 
idays. By  contrast, 
Swedes  and  Finns 
get  38  and  45 
days,  respectively. 
And  vnth  21  national  holidays,  the  aver- 
age Japanese  worker  gets  37  days  off. 
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IMPORT  TABS  HI 
A  DOWNDRAFT 

A  stronger  buck  may  ease  price 

The  dollar's  recent  upsurge  proi 
to  lower  the  temperature  in  o: 
the  few  areas  where  inflation  had 
heating  up  this  year:  prices  of  U.  S 
ports,  which  account  for  around  3C 
domestic  demand  for  goods. 

Economist  Mamy  N.  Hai'ris  of  P 
Webber  Inc.  notes  that  import  p 
surged  at  an  8.2%  annual  rate  ir 
first  five  months  of  this  year,  conti 
ing  to  an  acceleration  in  consumer  p 
in  the  first  half.  And  a  big  factor  ir 
surge,  he  observes,  was  a  drop  of : 
ly  7%  in  the  dollar's  value  againsi 
currencies  of  America's  20  leading 
ing  partners. 

In  June,  however,  import  prices 
tually  fell  for  the  first  time  in  nea 
year — with  every  product  and  re 
registering  a  decline.  And  with  the 
lar  up  appreciably  since  then,  the  s 
ing  pace  of  import  inflation  seems 
to  continue. 


BAD  MARKS  FOR 
PAY-BY-RESILTS 

Teacher  cash  incentives  don't  \!v 

It  seemed  like  a  promising  idea 
warding  teachers  with  more  pj 
their  students'  performance  imprc 
But  according  to  a  recent  Urban  I 
tute  study,  it  looks  better  on  p 
than  in  the  classroom.  In  an  analys 
13  merit-pay  incentive  plans  im 
mented  by  school  districts  around 
U.S.  in  the  1980s  and  1990s,  the  ii 
tute's  researchers  found  that  11 
been  terminated  by  1993. 

Most  school  districts  trying  mi 
pay  plans  did  report  some  positivt 
fects,  such  as  declines  in  teacher  ab 
teeism,  improved  teacher  motival 
and  increased  attention  to  teach 
But  these  were  often  offset  by  mo 
problems  stemming  from  increase( 
valry  among  teachers  and  resentn 
when  teachers  were  denied  rew; 
they  felt  they  deserved.  High  prog 
costs  and  heavy  demands  on  admi 
trators  also  eroded  community  sup; 
for  the  plans. 

The  bottom  line  is  that  despite 
hopes,  none  of  the  13  districts  stui 
was  able  to  use  teacher  pay  incent 
to  achieve  significant,  lasting  gain 
student  performance. 
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HAT'S  SABOTAGING  GROWTH? 
aE  STUBBORN  TRADE  GAP 


US.  ECONOMY 


THE  TRADE  GAP  IS 
miL  BALLOONING 


MERCHANDISE 


True  or  false:  A  weaker  dollar, 
increased  American  competi- 
less,  continued  recovery  in  Europe,  and  sharply 
er  U.  S.  growth  have  naiTowed  the  huge  American 
3  deficit.  If  you  said  true,  join  the  thi'ong.  Many  an- 
&  thought  the  trade  gap  would  be  shiinking  by 
Instead,  foreign  trade  remains  a  big  drag  on  the 
omy,  and  any  significant  relief  may  not  be  on  the 
until  1996 — or  later. 

June,  the  trade  deficit  for  goods  and  services  in- 
sed  to  $11.3  billion,  from  $11  billion  in  May.  For 
is  alone,  the  gap  was  a  towering  $16.4  billion,  up 
I  $16.1  billion.  Even  after  adjusting  for  prices,  the 
deficit  in  goods  continues  to  widen  (chart). 

The  yawning  trade  gap's  toll 
on  the  economy  is  sizable. 
Without  a  deterioration  in  the 
trade  deficit  during  the  first 
half  of  the  year,  real  gross  do- 
mestic product  would  have 
grown  at  an  annual  rate  of 
2.3%  instead  of  1.6%.  The 
June  deficit  suggests  that  the 
drag  on  the  second  quarter's 
growth  was  even  larger  than 
the  Commerce  Dept.  fii'st  esti- 
id.  GDP  revisions  are  due  on  Aug.  30. 
icports  are  not  the  problem.  The  trouble  is  Ameri- 
ever-growing  appetite  for  imports.  Goods  exports 
:  risen  at  an  average  12.2%  yearly  pace  for  the  past 
quarters.  The  problem  is  that  imports  have  been 
g  at  a  13.4%  clip  for  six  quarters, 
ubbomly  strong  import  growth  means  that,  while 
y  U.  S.  manufacturers  will  continue  to  reap  benefits 
1  their  increased  competitiveness  in  growing  foi'eign 
sets,  others  will  get  slammed  by  increased  compe- 
n  from  abroad.  That  means  gains  in  industrial  out- 
in  the  second  half  will  be  smaller  than  might  other- 
:  occur  in  an  economy  expected  to  grow  at  an 
lal  rate  of  2%  to  2^%. 

IMPORT  DELUGE  has  defied  the  restraints  of  a 
k  dollar  and  subpar  growth.  Why?  Because  no 
unt  of  productivity  growth  or  dollar  weakness  can 
"come  the  wage  advantage  of  making  sneakers  in 
la  or  TVS  in  Korea,  rather  than  in  the  U.  S. 
I  June,  imports  of  goods  and  services  fell  0.6%,  but 
followed  a  1.2%  gain  in  May.  In  the  second  quaiter, 
imports  grew  at  a  9.4%  annual  rate,  little  changed 
1  their  10.1%  pace  in  the  first  quarter  and  from 
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IMPORTS  TIGHTEN 
THEIR  GRIP 


11.4%  in  the  fourth.  That's  despite  the  sharply  slower 
gi'owth  of  total  domestic  demand — at  an  annual  rate  of 
1%  last  quarter,  down  fi'om  3.5%  in  the  first  quarter. 

Foreign-made  goods  already  captui'e  a  record  28.1% 
of  nonoU  goods  purchases,  up  from  20.1%  at  the  start  of 
this  expansion  (chart).  And  it  isn't  just  apparel  and 
cars.  Other  imports,  Irom  semiconductoi"s  to  railcars,  are 
increasing  as  well. 

Indeed,  because  of  the  strong  yen  and  mark,  the 
market  share  of  imported  cars  in  the  U.  S.  has 
dropped  considerably  since  the  late  1980s.  In  July, 
foreign  cars  accounted  for  20.2%  of  all  cai's  sold,  down 
from  30%  in  1988.  Add  in  light  trucks  and  vans,  which 
are  mostly  made  stateside,  and  imports'  share  of  mo- 
tor-vehicle sales  drops  even  more. 

But  other  goods  imports  ai'e 
soaring.  So  far  this  year,  im- 
ports of  nonauto  consumer 
goods  are  up  13.9%  from  a 
year  ago.  Industrial  supplies 
have  jumped  19.8%-.  And  capi- 
tal goods  have  soared  21.6%. 

In  paiticular,  the  U.  S.  capi- 
tal-spending boom  has  in- 
creased imports  of  advanced- 
technology  products  by  26.7% 
in  the  first  half.  Semiconduc- 
tors are  up  46.5%.  U.  S.  exports  of  high-tech  goods 
have  increased  by  a  much  smaller  11.3%,  causing  a 
36%  decline  in  the  trade  surplus  for  advanced  technol- 
ogy products. 

Since  the  U.  S.  addiction  to  imports  seems  impervious 
to  anything  but  a  recession,  it  is  unlikely  that  import 
gi'owth  will  slow  by  much  in  the  second  half.  That 
means  exports  will  have  to  shoulder  most  of  the  weight 
of  reducing  the  trade  gap. 

HAPPILY.  THE  EXPORT  NEWS  is  encouraging.  Export 
growth  has  held  up  surprisingly  well.  Although  over- 
seas shipments  of  goods  and  services  fell  1.2%  in  June, 
they  are  up  10%  from  a  year  ago.  And  that  solid 
growth  comes  despite  the  economic  troubles  of  Amer- 
ica's three  biggest  trading  partners. 

Japan  and  Canada  ai"e  straggling  to  post  any  kind  of 
growth.  Mexico  is  reeling  from  its  steep  peso  devalua- 
tion in  December  and  subsequent  austerity  measures  in 
March  (page  30).  After  seasonal  adjustment  by  business 
WEEK,  Mexico's  real  gdp  plunged  at  a  25%  annual  rate 
from  the  first  quarter  to  the  second,  following  a  10% 
drop  from  the  fourth  quarter  to  the  first.  Mexico's 


DATA  COMMERCE  DEPT ,  BUSINESS  WEEK 


Business  Outlook 


GDP  statistics  are  released  in  an  unadjusted  form. 

U.  S.  exports  destined  for  south  of  the  border 
plunged  in  the  first  half,  including  a  17.6%  fall  in  the 
second  quarter  vs.  a  year  ago.  In  fact,  the  U.  S.  is 
bearing  nearly  the  entire  bui'den  of  Mexico's  efforts  to 
turn  last  year's  trade  deficit  into  a  surplus,  even  though 
Mexico  still  has  big  deficits  with  other  countries. 

Canada  also  has  slowed  its  buying  of  U.  S.  goods.  But 
second-quarter  exports  to  Canada  are  still  up  a  healthy 
11.5%  from  a  year  ago.  In  Japan,  trade  reform  and 
the  strong  yen  have  allowed  some  market  inroads.  Ex- 
ports to  Japan  are  up  23%  over  the  year. 

HOW  WILL  THE  DOLLAR'S  new  strength  affect 
trade?  The  greenback  was  rising  even  before  the  ag- 
gi'essive  central-bank  intervention.  Indeed,  the  August 
action  worked  because  it  complemented  market  forces. 
As  a  result,  the  dollar  was  trading  in  mid-August  at 
six-month  highs  of  1.467  marks  and  97.6  yen  (chart). 

The  dollar  has  been  helped  by  expectations  of  lower 
interest  rates  abroad  and  the  renewed  net  inflow  of  for- 
eign capital  into  U.  S.  bond  and  equity  markets.  Those 
conditions  should  continue  in  coming  months. 

In  fact,  the  Federal  Resei"ve  left  short-term  interest 
rates  unchanged  at  its  Aug.  22  meeting,  holding  the 
federal  funds  rate  at  5.75%  as  expected.  In  Germany, 
meanwhile,  a  rate  cut  by  the  Bundesbank  became  a 
surer  bet  when  the  M3  money  supply  took  an  unexpect- 
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THE  DOLLAR 
BOUNCES  BACK 


ed  drop  in  July.  The  important  inflation  gauge  fell 
below  its  average  of  1994's  fourth  quarter. 

At  the  same  time,  Japan  has  Hberalized  its  res 
tions  on  international  transactions,  in  the  hopes  of 
ing  its  financial  system  and  weakening  the  yen.  Tol 
moves  should  help  to  stimulate  Japan's  economy,  ad 
more  support  to  U.  S.  exports.  Moreover,  the  yen's 
cent  deterioration  is  already  equivalent  to  an  ir 
est-rate  cut  of  1.5  to  2  percentage  points  by  the  ^ 
of  Japan,  says  William  Sterling,  chief  strategist 
BEA  Associates,  a  fimd-management  group. 

As  long  as  the  dollar  stays 
below  100  yen,  it  will  have  only 
muted  effects  on  U.  S.-Japan 
trade  flows.  Imports  will  be- 
come a  bit  more  attractive,  and 
exports  will  come  under  some 
price  pi'essui'e. 

The  bigger  problem  is  that 
the  consequences  of  the  rising 
dollar  may  reinforce  the  dan- 
gerous trend  in  U.  S.  trade.  As 
long  as  imports  continue  to 
gi'ow  despite  slower  U.  S.  growth,  the  trade  deficit 
remain  a  millstone  around  the  expansion's  neck. 

America  Online  users  can  talk  to  Cooper  and  Madigan  a| 
the  economy  on  Thursday,  Aug.  31,  at  9  p.m.  edt. 
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THE  INCREDIBLE  SHRINKING  MEXICAN  ECONOMY 


The  startling  depth  of  Mexico's 
recession  is  coming  into  view. 
Reflecting  the  peso's  crash  and 
austerity  measures,  second-quar- 
ter real  gi'oss  domestic  product 
plunged  10.5%  from  a  year  ago, 
after  a  0.6%-  dip  in 
the  fli'st  quarter. 

The  tumble  was  far 
worse  than  the  7%-  oi- 
less  that  analysts  ex- 
pected— and  the  larg- 
est in  the  15  years  of 
quarterly  gdp  data. 
The  government  said 
the  drop  was  exagger- 
ated by  1994's  strong 
second  quarter  and  by 
fewer  working  days  in  this  year's 
period.  Private  forecasters  are  re- 
vising their  1995  projections  from  a 
4%  decline  to  5%  or  more. 

The  good  news  is  that  stringent 
monetary  and  fiscal  policies  have 
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stabilized  the  markets.  The  peso  is 
holding  at  about  6.2  to  the  dollar. 
Since  March,  stock  prices  are  up 
more  than  60%,  and  intei'est  rates 
are  down  from  82%  to  about  35%, 
reflecting  the  recent  drop  in  the 
monthly  inflation  rate, 
from  8%  in  April  to 
2.04%  in  July.  Fresh 
foreign  capital — cm- 
cial  to  a  recovery  giv- 
en the  dearth  of  bank 
credit — is  trickling  in 
again. 

Mexico  now  has 
more  than  enough 
funds  to  pay  off  its 
outstanding  tesobo- 
nos — dollar-indexed  securities.  Of- 
ficial capital  inflows,  mainly  loans 
from  the  U.  S.  and  the  Interna- 
tional Monetary  Fund,  will  more 
than  offset  net  capital  outflows 
this  year,  and  the  1995  trade  sur- 


plus may  end  up  large  enough  t(j 
balance  the  current  account. 

But  amid  draconian  intei'est 
rates,  cuts  in  goverTiment  spend 
ing,  and  a  50%  hike  in  sales  tax( 
companies  have  laid  off  nearly  1 
million  worker-s.  The  official  jolv 
less  rate  was  6.6%  in  June.  Umil 
ficially,  unemployment  is  closer-  t 
one  in  four.  Consumer  spending, 
70%  of  GDP,  has  plummeted,  witl 
June  retail  sales  off  28%'  from  a  ; 
year  ago. 

Analysts  expect  a  further,  if 
less  nasty,  decline  in  third-quarte 
GDP.  Meanwhile,  President  Ernes 
to  Zedillo  Ponce  de  Leon  is  unde 
pressure  to  loosen  the  austerity 
reins.  The  financial  mar'kets  ea- 
gerly await  his  fir-st  State  of  the 
Nation  address  on  Sept.  1,  but 
policy  easing  is  limited  by  IMF 
loan  guidelines  and  by  the  mar- 
kets' stern  discipline. 


INTRODUCING  THE  FIRS 

THE  PENTIUM  PROCESSOR'S  FULL  POTENTIAL. 


Iit'ii  the  rush  was  on  to  introduce  a  notebook 
illi  a  Pentium*  processor,  Texas  Instruments 
I  something  extraordinary. 

We  created  the  notebook  that  maximizes 
■ntium  performance  i^y  integrating 
//  PC[  bus  architecture  into  our 
itrelMater'5000. 

in  fact,  the  performance  of  the 
iivelMate  5000  impressed  the  edi- 
rs  of  PC  Magazine  so  much,  they 
i\n  it  the  Editors'  Choice  award  for  best  fu!l- 
itured  notelxjok. 

So  now  you  have  a  notebook  mth. mootJier 
limotum  video  and  enhanced  3-D  graphics. 
I  afidition,  we  designed  the  TravelMate  5000  to 
ike  immediate  advantage  of  all  the  "plug  and 


START 


EXTRAORDINARY 


play"  benefits  included  in  Window.s"'  95. 

We  added  a  second  lithium  ion  battery 
which,  working  with  our  advanced  power 
management  system,  yields  greater  than  5 
hours  of  battei-y  life  without  sacrific- 
ing size  or  weight,  or  eliminating  a 
floppy  drive. 

And  our  integrated  infrared  serial 
port  allows  for  wireless  connections 
with  other  notebooks  oi'  even  print- 
ers in  a  quick  and  easy  way 

To  discover  the  extraordinary  capabilities  of 
the  Tl  TravelMate  5000  notebook  for'  yourself,  call 
1-800-TI-TEXAS  (e-mail:  2ti@m.sg.ti.com  or  on 
the  Internet:  http://www.ti.com).  And  start  doing 
extraordinary  things. 


75  MHz  Pcidium  proremr  iritli  PCI  Bus 

10. 4 "  Arlwe  Matrir  or  10.,5 "  Dmil  Sam  dixplaiis 

2MB  video  iiieiiinni 

HMB  RAM,  expandnblc  In  32MB 

SIO  millmii  byles  (=772MB)  or  524  ndltmi. 
byies  (=50()MB)  Hard  IM  Drives* 

Multinwdia  p(u:kage:  BuiU-in  16-bit  sound, 
internal  speaker  and  dual  mode  microphone 

Two  tithimn  ion  batten/  pac.lis 

Serial  infrared  port  for  wireless  conneetimty 


Warranty  may  vary  from  country  t«  country  Contact  your  local  Tl  office  for  details  Batteries  and  options  are  covered  hy  a  one  year  limited 
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MEDICINE 


BYPASSING 
THE  TRAUMA 


A  novel  technique 
promises  to  take 
the  "open"  out  of 
heart  surgery 

Each  year,  half  a  miUion  Americans 
endure  open-heart  surgery  and 
learn  firsthand  that  its  name  is 
fai'  too  gentle  for  a  procedure  so 
violent:  Surgeons  must  make  at  least  a 
foot-long  incision  in  the  chest  and  crack 
open  the  sternum  just  to  get  near  the 
heart  for  a  typical  bypass  operation. 
Even  when  the  repair  works  perfectly, 
the  painful  recovery  from  such  trauma 
can  take  months,  with  risks  of  infection 
and  other  complications. 

Now,  a  Silicon  Valley  startup  has  pio- 
neered what  could  be  the  most  signifi- 
cant advance  in  heart  surgery  in 
decades:  Over  the  past  five  months,  sur- 
geons at  Stanford  Univei-sity  have  used 
technology  fi-om  Redwood  City  (Calif.)- 
based  Heartport  Inc.  to  perfomi  single- 
by])ass  procedures  on  three  patients — 
without  ever  opening  their  chests.  Rath- 
er, they  made  a  handful  of  tiny  inci- 
sions and  used  a 
series  of  novel  cathe- 
ters, sophisticated 
imaging  microscopes, 
and  other  special  in- 
struments to  oper- 
ate through  narrow 
tubes,  or  "ports." 

It's  a  revolution- 
ary approach,  and 
early  results  are 
cause  for  great  opti- 
mism. Although  the 
first  patient,  on  Apr. 
1,  developed  a  com- 
plication that  re- 
quired further  sur- 
gery, the  next  two 


walked  out  of  Stanford  Medical  Center 
in  just  a  few  days.  Stanford  has  more 
sui'geries  scheduled,  and  heart  surgeons 
elsewhere  are  eager  to  try  the  tech- 
nique. "This  is  a  tremendous  advance," 
says  Dr.  Greg  H.  Ribakove,  a  cardio- 
vascular surgeon  at  New  York  Univer- 
sity Medical  Center.  Surgeons  "should 
cause  the  least  amount  of  pain  and  trau- 
ma for  the  most  amount  of  help,  and 
that's  what  this  is,"  he  says. 

Just  as  important,  the  "port-access" 
procedure,  which  Heartport  was  set  to 
announce  Aug.  24,  could  jolt  the  multi- 
bOUon-dollar  economics  of  heail  surgery. 
Today,  hospitals  charge  from  $20,000  to 
$60,000  for  open-heart  procedures.  Port 
access  promises  to  reduce  hospital  stays 
and  limit  compHcations,  hkely  lowering 
costs  for  insiu"ers  and  employee  footing 
the  hefty  bills.  Says  Michael  J.  Strauss, 
president  of  Washington-based  reim- 
bm'sement  consultants  Health  Technolo- 
gy Associates:  "The  potential  to  improve 
patient  outcomes  and  save  resources 
is  huge." 

CAUTIOUS.  Within  three  months,  medical 
centers  at  NYU  and  Johns  Hopkins  Uni- 
versity will  begin  performing  these  pro- 
cedures; another  half-dozen  major  insti- 
tutions are  lining  up  to  follow.  For  now, 
though,  the  nascent  operation  is  being 


NO  PAIN, 
BIG  GAIN 

New  "port-access"  heart  sur- 
gery could  provide  dramatic 
benefits  over  traditional  open- 
heart  operations: 


performed  only  on  single-by])ass 
Heartport  Chief  Executive  Wesle; 
Sterman  notes  the  procedure  will 
stay  in  clinical  testing  through 
Such  testing  is  crucial:  Uneven  trai: 
of  surgeons  has  complicated  and  delai 
the  adoption  of  many  new  technolo: 
and  high-profile  fiops  with  port  ao 
by  overanxious  docs  would  be  dLsastri 
Sterman  vows  to  move  cautiously,  bii 
ciurent  progi-ess  continues,  he  expci 
the  Food  &  Ding  Administration  to 
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port  the  gi'een  light  to  work  on 
complex  bypass  operations,  as  well 
Ive  surgeries  and  eventually,  most 
procedures. 

1-access  heart  sui'gery  is  the  latest 
tring  of  impressive  "minimally  in- 
e"  procedures  that  have  trans- 
■d  many  surgical  procedures  in  re- 
vears.  The  challenge:  The  risk  of 
ion  and  difficulty  of  recuperation  is 
ly  related  to  the  extent  of  trauma 
surgery.  So  medical  researchers 


jsks  his  progress 
heart  patient 
le  helped  design 


have  focused  on  making  patients  happi- 
er and  cutting  costs  by  disrupting 
healthy  tissue  as  little  as  possible. 
Small-incision  surgeries  have  become 
standard  for  removing  diseased  gall- 
bladders, as  well  as  for  orthopedic  oper- 
ations that  can  put  athletes  back  on  the 
field  within  weeks. 

As  visualization  technologies  have  im- 
proved, surgeons  get  increasingly  clear, 
even  thi'ee-dimensional  looks  inside  the 
body,  allowing  them  to  precisely  manip- 
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opening  the  sternum  and  rib  cage 
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ulate  long-handled  instruments  through 
tubes.  In  this  way,  they  can  complete  a 
bypass  operation  just  as  they  would 
through  an  open  chest:  In  each  of 
Heartport's  three  surgeries,  an  existing 
artery  was  detached  from  the  chest 
wall,  then  spliced  and  stitched  into  a 
diseased  coronaiy  artery,  allowing  blood 
to  bypass  a  blockage. 

But  rather  than  having  to  wire  the 
rib  cage  back  together  and  close  the 
huge  incision,  surgeons  just  made  a  few 
quick  stitches  at  each  port,  most  of 
them  a  centimeter  or  two  wide.  Heart- 
port  patient  Paul  C.  Vogel  of  Saratoga, 
Calif.,  says  that  just  a  couple  of  hours 
after  his  sui'gery,  he  felt  almost  no  pain. 
The  next  morning,  the  55-year-old  re- 
tired Lockheed  Martin  Coi-p.  administra- 
tor walked  to  the  waiting  room  to  visit 
with  his  twin  granddaughters. 

Heartport  founders  Sterman  and  Dr. 
John  H.  Stevens,  both  35,  were  Stanford 
medical  school  classmates  and  friends 
in  the  mid-1980s,  and  they  watched  as 
technology  made  a  growing  list  of  sur- 
geries safer.  After  snagging  his  M.D., 
Sterman  veered  off  to  business  school, 
then  worked  briefly  in  venture  capital; 
Stevens  pressed  on  and  became  a  heart 
surgeon  at  Stanford. 

They  kept  dreaming  of  making  car- 
diac surgery  less  traumatic,  but  a  huge 
biological  obstacle  blocked  the  way.  Most 
open-heart  procedures  require  sui'geons 
to  stop  a  beating  heart  and  hook  up 
tubes  and  machines  that  take  over  the 
organ's  job  during  surgery.  The  risk  of 
working  on  a  wiggling,  throbbing  mass 
of  heart  muscle  is  extremely  high  in  an 
open  procedure — and  would  be  virtually 
impossible  through  ports. 
KEEPING  COOL  The  two  doctors  found- 
ed Heartport  in  1991,  based  on  a  hunch 
on  how  to  overcome  the  beating-heart 
problem.  After  huddling  with  other  cli- 
nicians and  an  engineering  team,  Ster- 
man and  Stevens  developed  special 
catheters  that  snake 
up  through  veins 
and  arteries  in  the 
groin.  In  hundreds 
of  trial  runs  with  an- 
imals, they  refined 
a  technique  of  ap- 
plying chemicals 
through  these  cath- 
eters that  temporar- 
ily stopped  the  heart 
and  kept  it  cool. 
Other  tubes  recir- 
culated the  blood 
through  external 
machines. 

After  the  first  pro- 
cedure, Stevens  re- 
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fined  the  techniques,  shaving  almost 
three  hours  off  his  operating  time  in 
the  subsequent  two  surgeries.  It's  no 
Cakewalk:  Even  with  the  heart  still,  sur- 
geons must  get  used  to  doing  this  work 
in  tight  quarters  and  thi'ough  surgical 
scopes,  he  explains.  Heaitport  also  de- 
veloped novel  sutures  and  instruments, 
such  as  cauterizers  armed  with  their 
own  tiny  vacuums  to  suck  smoke  out. 
Stevens  admits  his  first  procedure  was 


"scary"  because  of  all  the  new  variables. 

Medical  teclinologies  ai'e  a  hot  proper- 
ty on  Wall  Street  these  days,  and  Ster- 
man  says  he's  swamped  with  calls  fi'om 
bankers  who  would  like  to  take  Heart- 
port  public.  The  company  has  no  compe- 
tition now,  and  Stemian  claims  he  has  a 
raft  of  patents  and  pending  claims  on 
the  technology.  But  he  plans  to  wait 
until  1996  for  an  initial  public  offering, 
partly  because  the  company  is  well 


funded,  having  raised  $25  millio 
blue-  ribbon  venture-capital  firm 
eluding  Kleiner  Perkins  Caufield 
ers  and  Sierra  Ventures.  Crows 
partner  Petri  Vainio:  "This  has  tl 
tential  to  be  the  medical  device 
the  decade."  Not  to  mention  wl 
could  mean  for  hundreds  of  thousai 
very  sick  patients. 

By  Joan  O'C.  Hamilton  in  Rec 
City,  Calif. 
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WILL  HEALTHIER  BIRDS 
MEAN  SICKER  PEOPLE? 

Giving  poultry  an  antibiotic  may  make  it  useless  to  humans 


With  drug-resistant  strains  of  bac- 
teria proliferating  wildly,  doctors 
treasure  the  few  antibiotics  still 
capable  of  knocking  out  dangerous  dis- 
eases. They  tiy  to  use  them  sparingly  to 
reduce  the  chances  that  bacteria  will 
develop  resistance.  Doctors  are  espe- 
cially protective  of  new  synthetic  antibi- 
otics called  fluoi'oquinolones — the  only 
drugs  left  that  can  conquer  certain  vir- 
ulent strains  of  dysentery  and 
typhoid  fever  One  type  is  be- 
ing deployed  against  an  epi- 
demic of  dysentery  in  Zairv, 
Burundi,  and  Rwanda  that's 
killing  15%  of  its  victims. 

That's  why  some  public- 
health  officials  were  alarmed 
on  Aug.  18  when  the  Food  & 
Drug  Administration  appr'oved 
the  use  of  a  type  of  fluor-oqui- 
nolone — sarafioxacin — against 
bacterial  infections  in  poultry. 
They  wony  that  the  move  will 
make  sai'afloxacin  ineffective 
against  human  disease:  Bacteria 
in  poultry  will  become  r'esist- 
ant  to  the  antibiotic,  and  then 
could  pass  on  the  trait  to  other 
bacteria  that  cause  diseases 
such  as  dysentery.  "We're  very 
concerned,"  says  Mitchell  L. 
Cohen,  director-  of  bacterial  and 
mycotic  diseases  at  the  Centers  for  Dis- 
ease Control  (CDC)  in  Atlanta. 

Skeptics  also  question  whether  the 
benefits  of  the  fda  move  warrant  the 
risk.  Feeding  chickens  and  tur-keys  sar- 
afioxacin, which  is  sold  by  Abbott  La- 
boratories under'  the  br-and  name  Sara- 
Flox,  isn't  intended  to  make  poultry 
safer  to  eat:  the  str-ain  of  E.  coli  bacte- 
ria it  contr'ols  doesn't  har-m  people  any- 
way. Rather;  by  saving  infected  fiocks,  it 


may  slightly  reduce  the  super-mar-ket 
price  of  chicken — and,  not  incidentally, 
help  the  pr-ofitability  of  poultry  pr-oduc- 
ers.  "The  industry  is  very  pleased,"  says 
Steve  Pr'etanik,  dir'ector  of  science  and 
technology  for  the  National  Br-oiler 
Council,  trade  gr-oup  for  the  $15  billion 
chicken  pr-oduction  and  processing  in- 
dustry. Abbott  Labs  declined  comment. 
The  FDA  savs  it's  awar'e  of  the  thr-eat 


trom  dr-ug-r-esistant  bacteria.  In  a  fir-st, 
the  agency  will  monitor  use  of  the  anti- 
biotic with  the  CDC  and  the  Agricultur-e 
Dept.,  and  may  halt  its  use  if  r-esistance 
develops.  Use  of  the  antibiotic  also  will 
be  limited:  It  can  only  be  used  to  treat 
outbreaks  of  disease  in  poultry,  not  as  a 
preventative.  And  just  38  veterinarians 
will  be  allowed  to  prescribe  the  antibio- 
tic— for  an  estimated  2%  of  the  7.5  bil- 
lion chickens  and  turkeys  pr-oduced  an- 


nually in  the  U.  S.  "We  intend  to 
late  this  very  strictly,"  said  Step! 
Sundluf,  director  of  the  fda's  C 
for  Veterinary  Medicine. 

Poultry  producers,  plus  a  good 
ber  of  academics,  say  the  emer-ger 
ch-ug-r-esistant  bacteria  that  har-m  p 
is  solely  due  to  overuse  of  antib 
in  treating  human  infections.  "The 
animals  has  very  little  if  any  impa 
health  in  man,"  says  Vir'gil  W.  Ha 
retired  professor  from  the  Univf 
of  Kentucky's  animal  science  de 
ment.  As  evidence,  he  says  that  far 
who  spend  time  near'  animals  don't 
to  have  a  higher  occurrence  of  an 
tic-resistant  infections. 

But  many  doctors  argue  that  the 
of  proof  of  a  linkage  is  the  r'esult 
adequate  research.  They  say  a  bad 
str'ain  that  withstands  sarJ 
acin  is  likely  to  develop  rl 
tance  to  the  whole  class  ofl 
roquinolones.  Says  Dr*.  Si 
B.  Levy,  a  professor  of  r| 
cine  and  of  molecular  bic 
and  micr'obiology  at  Tufts 
versify  School  of  Medi 
"Just  keep  using  the  antib 
and  the  r-esistance  will  coi 
WEIGHING  RISKS.  Levy  wo 
that  once  farrners  begin  t( 
how  effective  SaraFlox  is, 
won't  want  to  limit  their 
i)f  it.  Agricultural  sales  of 
hiotics  alr-eady  total  some 
million  a  year  (chart),  an( 
volume,   r'oughly  equal 
amount  used  by  humans 
antibiotics  weren't  used 
growth  promotion  in  arrir 
retail  prices  for  chicken 
por'k  might  be  1%  to  2%  1: 
er',  economists  say. 

But  some  scientists,  including  Gai 
Cassell,  a  LIniversity  of  Alabama 
crobiologist  who  studied  the  topic 
the  congr'essional  Office  of  Techno! 
Assessment,  question  whether  such 
efits  outweigh  the  risks  to  huil 
health.  Given  the  potential  perils, 
skeptics  wonder,  is  it  r-eally  so  impor 
to  save  2(Z  on  a  pound  of  chicken  wiri 
By  Lars  Hansen  in  New 
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UOHN  FINALLY  MAKES  IT 
I  THE  BIG  LEAGUES 

V  CEO  Zabriskie  engineered  the  Pharmacia  merger 


A'as  a  stunning  bit  of  ser- 
;dipity.  John  L.  Zabriskie, 
airman  of  perennial  take- 
candidate  Upjohn  Co., 
quietly  searching  for  a 
jer  partner  last  March. 
;he  top  of  his  list  was 
len's  Pharmacia.  But  be- 
he  made  a  move,  Zabris- 
eceived  a  surprise  phone 
it  his  Kalamazoo  (Mich.), 
i.  On  the  line  was  Phar- 
a  Chief  Executive  Jan 
5rg. 

iberg  was  calling  to  pro- 
a  U.  S.  distribution  deal, 
Zabriskie  had  grander 
;.  The  couitship  culminat- 
1  Aug.  20,  when  the  com- 
es' boards  voted  for  a 
•ger  of  equals"  financed 
tax-free  stock  swap.  If 
eholders   approve,  the 


.  ZABRISKIE 


to  catapult  Upjohn  into  the  ranks  of 
the  top  10  drugmakers  by  2000 — in 
large  part  by  finding  a  merger  partner. 
The  tricky  part:  convincing  the  board. 
In  September,  1994,  Zabriskie  began 
methodically  laying  out  his  plan  to  direc- 
tors. "John  orchestrated  the  discussion 
so  that ...  it  wasn't  just  his  views,  take 
it  or  leave  it,"  says  Parfet,  who  relayed 
details  to  other  family  members.  Za- 
briskie warned  that  inaction 
left  Upjohn  vulnerable  to  I'aid- 
ers.  By  November,  the  board 
gave  him  the  gi-een  light. 
OF  LIKE  MINDS.  So  when  Ek- 
berg  made  his  call  out  of  the 
blue  fom-  months  later,  Zabris- 
kie was  ready.  Although  Ek- 
berg  wasn't  phoning  to  talk 
merger,  he,  too,  was  gimning 
for  the  top  10.  He,  too,  had 
slashed  expenses  to  keep  the 
maker  of  cancer  dnigs  profit- 
able. Wlien  Ekberg  anived  in 
1986  at  Pharmacia's  predeces- 
sor company,  KabiVitrum,  fi- 
nances were  so  bad  he  had  to 
borrow  $12.5  million  to  make 
jiayroll.  By  last  year,  operat- 
ing profits  were  $726  million 
on  sales  of  $3.6  billion. 

Zabriskie  proposed  a  meet- 
ing at  the  Willard  Inter-Conti- 
nental Hotel  in  Washington, 
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.      .,     ,  I  ■       .     .  □    u„^4.„  hotels  m  London,  Pans,  and 

orgamc_chemistry,_Un,ve;sity^^^^^    New  York.  "As  Jan  and  I 


at  Pharmacia  &  Upjohn  Inc., 


)bal  player  analysts  say 
stined  to  double  its  earn- 
by  1997. 

EW  ERA.  The  deal  is  a 
for  Zabriskie,  who  would 
me  CEO  of  the  new  com- 
.  He  enticed  Ekberg  into 
jreement  that  had  eluded 


FIRST  JOB  Joined  Merck  &  Co.  as  a  chemist,  then  took 
jobs  in  quality  control,  manufacturing,  and  marketing. 

FAST  TRACK  Named  a  Merck  senior  vice-president  in 
1991,  heading  manufacturing.  Elected  executive  vice- 
president  in  1993;  considered  a  candidate  to  replace  P. 

ral  European  drug  com-    !^Py_^?§^'P?_^^_  ?_^_9.'   ended  by  a  hostile  bid — a  pos- 

js.  He  also  persuaded  the    f^g^V  TRACK  Joined  Upjohn  as  chairman  and  CEO  in  sibility  that  pushed  both  com- 

)hn  family,  which  owns    jgnuary,  1994,  succeeding  Theodore  Cooper.  Pf\es  shares  up  after  news 

of  Upjohn's  shares,  to   of  the  merger.  But  Pharma- 

TRACK  RECORD  Cost-cutting  lifted  Upjohn's  1994  da  has  a  built-in  takeover  de- 


talked,  we  reahzed  we  shared 
a  common  view  of  what  it 
takes  to  succeed,"  Zabriskie 
recalls.  Adds  Ekberg:  "It  was 
an  excellent  fit. 

The  deal  still  could  be  up- 


!n  their  grip  on  the  108- 
-old  company.  "We  recog- 
we're  being  distanced 
1  our  heritage,  and  that  tugs  at 
''  said  William  U.  Parfet,  great- 
dson  of  founder  W.  E.  Upjohn  and  a 
)any  director  "But  this  is  absolute- 
le  right  thing  for  Upjohn  to  do  in 
f?,  environment,  and  John  Zabriskie 
ally  the  key." 

ily  the  second  nonfamily  member 
m  Upjohn,  Zabriskie  landed  there  in 
ary,  1994,  having  left  industiy  lead- 
lerck  &  Co.  when  he  learned  he 
dn't  win  its  top  job.  The  56-year-old 
nic  chemist  an-ived  eager  to  push 
i)hn  into  the  pharmaceutical  big 
les.  But  the  situation  was  bleak, 
ihn  Chauman  Theodore  Coopei'  had 
I  unexpectedly,  and  the  company  was 
g  the  expiration  of  patents  on  four 


profits  by  25%,  but  revenue  remains  flat. 


drugs  worth  $400  million  in  revenue. 

Zabriskie  slashed  costs,  eliminated 
1,400  jobs,  and  sold  off  noncore  assets 
such  as  Asgi'ow  Seed  Co.  Says  Walter 
IVosin,  a  former  Merck  vice-president 
who  worked  closely  with  Zabriskie.  "Up- 
john needed  an  outsider  to  come  in  and 
tear  down  some  of  their  fiefdoms."  Up- 
john got  just  that:  Earnings  jumped 
25%  last  year,  to  $491  million,  despite 
flat  sales  of  $3.3  billion. 

Zabriskie  understood,  though,  that 
cost-cutting  wasn't  enough.  In  the 
spring  and  summer  of  1994,  he  huddled 
with  Upjohn's  top  20  executives  at 
Brooke  Lodge,  the  summer  home  of  the 
company's  founder  located  just  outside 
Kalamazoo.  They  sketched  out  a  plan 


fense:  the  Swedish  govern- 
ment's 14%  stake  and  Volvo's 
28%.  holding.  The  two  big  investors 
scotched  previously  proposed  acquisi- 
tions by  Rhone-Poulenc  Rorer  Inc.  and 
Zeneca  Group  PLC  Upjohn's  family  hold- 
ing, with  employees'  10%,  poses  another 
formidable  barrier. 

So  Zabriskie,  who  just  finished  re- 
storing a  historic  home  in  Kalamazoo, 
expects  to  move  to  Pharmacia  &  Up- 
john's new  London  headquarters  early 
next  year  And  he  relishes  the  thought 
of  closing  in  on  his  old  employer,  Merck. 
"I  can't  wait  until  they're  chasing  me.  I 
would  love  it."  He'll  have  to  find  two  or 
three  more  Pharmacia  mergers  to  real- 
ize that  scenaiio.  But  a  man  can  dream. 

Bij  Keith  Naughton  in  Detroit  and 
Heidi  Dawley  in  London 
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News:  Analysis  &  Commentary 


LABOR 


BELL  ATLANTIC: 

PLAYING  CHICKEN  ON  THE  l-WAY 

It  wants  to  pay  workers  less  to  install  and  service  networks 


Bell  Atlantic  Corp.  Chairman  Ray- 
mond W.  Smith  long  has  seen  him- 
self as  a  soaring  visionaiy  who  in- 
tends to  be  a  pioneer  of  the  InfoiTnation 
Age.  Bell  Atlantic  has  aggi'essively  pui'- 
sued  such  ideas  as  waring  homes  with  fi- 
ber optics  and  video  on  demand. 

Now  a  powerful  labor  union  may 
drag  Smith  back  to  earth.  In  recent 
weeks,  the  six  other  Baby  Bells  have 
signed  new  pacts  with  the  Communica- 
tions Workers  of  America  (CWA)  that 
give  union  members  the  right  to  work 
on  the  fiber  optics  likely  to  be  the  back- 
bone of  the  InfoiTnation  Superhighway. 

Smith  is  having  none  of  the  union's 
demands.  Bell  Atlantic  wants  to  pay  I- 
way  workers  40%  less  than  the  $40,000 
a  year  cwa  members  get  for  phone 
work.  It  wants  to  subcontract  work  to 
cheaper  suppHers.  Plus,  it  says  the  oth- 
er Bells'  pay  hikes  are  just  too 
high  (table).  The  union  opposes 
the  demands  and  worries  that 
giving  in  would  prompt  requests 
for  concessions  from  other  Bells. 

A  nasty,  drawn-out  strike 
looks  increasingly  likely;  Bell  At- 
lantic's contract  expired  on  Aug. 
5  and  the  cwa  can  walk  out  any 
day.  In  preparation,  the  union 
has  earmarked  $5  million  for  a 
massive  campaign  of  negative 
advertisements  and  to  get  pen- 
sion funds  to  dump  the  compa- 


ny's stock.  The  union  is  even  threaten- 
ing to  oppose  the  telecommunications 
deregulation  bill  pending  in  Congress. 
So  far,  though,  the  company  shows  no 
sign  of  budging.  "Bell  Atlantic  has  al- 
ways led  the  way  for  the  other  Bell  op- 
erating companies,  and  I  think  we'll  do 
that  again  with  our  labor  agi'eements," 
says  Tyler  Williams,  Bell  Atlantic  vice- 
president  for  labor  relations. 

The  heait  of  the  dispute  concems  jobs 
that  may  be  created  to  build  and  seivice 
the  I-way.  Not  much  of  this  work  is  un- 
der way  yet,  although  Bell  Atlantic  and 
other  Bells  have  some  experiments  go- 
ing. But  long-teiTTi,  many  believe  homes 
will  be  wired  into  fiber-optic  networks, 
which  will  cany  phone  calls  as  well  as 
sei-vices  such  as  video  on  demand.  Feai'- 
ing  theii-  current  jobs  may  barely  exist, 
CWA  members  want  to  ensure  they  do 

GOING  IT  ALONE 


BELL  ATLANTIC 


OTHER  BABY  BELLS 


►  4%  pay  hike  over 
three  years  plus 
$2,600  in  bonuses 


►  40%  lower  pay  scales 
for  all  Information 
Superhighway  work 


►  10.5%  to  11%  pay  hike 
over  three  years  plus 
up  to  $3,300  in  bonuses 

►  25%  to  40%  lower  pay 
scales  but  only  for  some 
Info  Highway  jobs 


DATA;  BUSINESS  WEEK 


UNDER  THE  GUN:  The  CWA  IS  thr 

ening  to  oppose  telecom  reform 

I-way  work  at  their  current 
Bell  Atlantic  argues  that  the 
$20-an-hour  wage  for  technicians  n 
it  uncompetitive  vrith  lower-paying 
union  cable  companies.  To  level 
management  wants  all  I-way  work 
foiTned  at  a  customer's  home  done 
newly  created  unionized  subsidiary 
would  pay  $8  to  $12  an  hour.  It 
wants  to  subcontract  more  work  to 
er-paying  outside  suppUers.  So  far, 
Atlantic  has  faiTPed  out  neai'ly  4,00( 
jobs,  leaving  37,000  union  memben 
WIGGLE  ROOM.  The  CWA  says  it's  w 
to  horsetrade  to  make  Bell  Atl 
more  competitive.  Officials  don't  be 
that  most  cable  workers  are  direi 
vals.  U  S  West  Inc.  actually  raised 
es  for  some  technicians  after  findini 
that  its  higher-skilled  workers  es 
less  than  similar  cable  company  woi 
Still,  the  CWA  says  it  wall  give  Bel 
lantic  the  40%  lower  pay  scales,  but 
if  the  jobs  ai'e  retiuned  to  current 
wage  levels  should  phone  and  I 
lines  ever  merge.  As  an  alternative 
CWA  wants  an  end  to  all  subcontrae 
The  union  thinks  it  has  left  the 
pany  wiggle  room.  "I've  probably 
fiuther  than  most  members  would 
me  license  to  do,  but  I'm  wiUing  if 
what  it  takes  to  avoid  a  war,"  say; 
ter  G.  Catucci,  the  vice-presidei 
charge  of  the  cwa's  bargaining.  Bi 
Koeppe,  president  of  Bell  Atlantic- 
Jersey,  who  is  overseeing  the  co 
ny's  bargaining,  says  these  ideas  " 
have  a  great  deal  of  promise." 

Other  Bells,  however,  are  happy 
far  less  than  Bell  Atlantic  is  denr 
ing.  The  other  Bells  did  win  lower 
scales  on  less-skilled  I-way  jobs, 
even  though  they  got  nothing  cloi 
Bell  Atlantic's  demands,  "the  sum 
agi'eement  makes  us  very  competil 
says  Pacific  Telesis  Group  labor 
tions  director  Robin  G.  Macgillivra 
Bell  Atlantic  is  well-positioned  to 
stand  a  long  walkout.  It  is  one  a 
most  profitable  Bells,  and 
of  its  netwoi'k  is  automated, 
ever,  the  cwa's  $90  million  s 
fimd  would  allow  it  to  han 
for  a  long  time,  too.  If  Bell  A 
tic  wins,  its  rivals  could  be 
scrambling  to  catch  up.  But  i 
result  is  a  costly  labor  war 
nets  little,  Smith's  I-way  dri 
could  be  disnipted  by  some  s 
less  nights. 

By  Aaron  Bernstein  in 
York,  mth  Peter  Burrows  in 
Francisco 


^NCE 


IW  CONVERSE  GOT 
S  LACES  ALL  TANGLED 

»st  $41.6  million  in  85  days  on  clothing  maker  Apex  One 


lines.  The  idea:  Fans  would  see  the  geai- 
on  TV  and  rush  out  to  buy  "authentic" 
$120  warm-up  jackets  and  other  goods. 

Amid  a  boom  in  licensed  sports  cloth- 
ing, Apex  sui'ged  to  $50  million  in  sales 
in  1992  and  $100  million  in  1993.  By 
1994,  it  had  partial  or  full  deals  with 
nine  nfl  teams  and  had  expanded  into 
other  sports.  Trouble  was.  Apex  was  a 
lot  better  at  marketing  and  designing 
than  it  was  at  delivering  goods.  The 
privately  held  company  was  undercapi- 


dence.  According  to  Converse  CEO  Ford, 
Apex'  managers  projected  that  sales 
could  rebound  to  nearly  1994  levels  if 
Converse  took  charge. 

Converse  launched  a  crash  effort  to 
get  new  designs  ready  for  dehveiy  by 
Thanksgiving,  with  the  Converse  logo 
replacing  that  of  Apex.  "The  office  in 
Hong  Kong  went  into  a  frenzy,  and  we 
actually  started  producing  the  new  de- 
signs," says  Koontz.  Never  mind  that 
retailers  had  already  placed  the  bulk  of 
their  fall  and  Christmas  orders.  Adds 
Koontz:  "They  hoped  that  by  developing 
new  lines,  they  would  create  excitement 
in  the  marketplace.  They  were  looking 
for  a  Thanksgiving  resurrection." 

But  Apex'  corpse  wouldn't  rise  to  the 
occasion.  The  market  was  soft,  and  most 
retailers  no  longer  trusted  Apex,  even 
with  Converse's  backing.  "I  didn't  want 
to  put  too  many  orders  with  Apex  and 


APPAREL 
DEBACLE 


jrporate  acquisitions  don't  always 
ivork  out  as  planned.  But  to  buy  a 
company  and  then  shut  it  down  at 
re  loss  after  just  85  days  deserves 
sort  of  booby  prize, 
is  year's  award  goes  to  chagrined 
itives  at  shoemaker  Converse  Inc. 
[ay  18,  they  trumpeted  the  acquisi- 
jf  Apex  One  Inc.,  a  leading  maker 
orts  apparel.  On  Aug.  11,  Converse 
ly  shuttered  its  new  unit,  citing 
pectedly  slow  orders  and  high 
.  The  fiasco  has 
costly:  Con- 
;  took  a  $41.6 
«  pretax  loss  on 
pex  investment 
e  second  quar- 
reakening  its  al- 
/  shaky  balance 
,.  Apollo  Advis- 
the  New  York 
tment  firm  run 
jeon  D.  Black, 
igg  on  its  face, 
Apollo  controls 
of  Converse, 
its  executives 
closely  involved 
iverseeing  the 
;  purchase, 
e  finger-pointing 
Iready  begun.  A 

c3erse  "man°  Befoie  Its  bizarFG  final  chapter,  seven-year-old  Apex 
decisTons^'tith      ^  Cinderella  of  the  sportswear  industry 

!e    from  the 
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DATA:  COMPANY  REPORTS 


1."  For  his  part.  Converse  ceo  Gil- 
"Gib"  Ford  says  Apex'  sales  were 
below  the  projections  made  by  its 
igers  last  spring.  He's  hinting  at 
ble  legal  action.  Meanwhile,  Apex 
"  Operating  Officer  David  Koontz 
Converse  and  Apollo  simply  didn't 
rstand  Apex'  situation  and  tried 
ATong  fix.  Apollo's  executives,  he 
!S,  were  clearly  in  charge  of  the 
yet  "don't  know  the  apparel  busi- 
from  a  bar  of  soap." 
fore  its  bizarre  final  chapter.  Apex 
a  Cinderella  of  the  sports  apparel 
itry.  Founded  in  1988,  it  spent  big 
icure  sponsorship  deals  with  the 
)nal  Football  League  and  popular 
s  such  as  the  Dallas  Cowboys  and 
York  Giants.  The  pacts  gave  Apex 
ight  to  design  unique  apparel  for 
les  and  players  to  wear  on  the  side- 


talized  and  constantly  had  to  scramble 
for  money  to  pay  supplier.  The  problem 
peaked  in  late  1994,  when  many  retail- 
ers barely  received  anything,  while  oth- 
ers got  shipments  weeks  late.  Although 
Apex  executives  say  they  had  orders 
worth  $150  miUion  in  1994,  they  deliv- 
ered just  $102  milhon  worth.  A  1994 
net  loss  of  $48  million  sealed  Apex'  fate. 
CRASH  EFFORT.  By  the  time  Converse 
bought  the  company  in  May  for  about 
$35  miUion,  Apex  was  nearly  insolvent. 
Worse,  retailers  were  so  angry  that  it 
had  just  $35  million  in  orders  on  the 
books,  a  third  of  the  prior  spring's  back- 
log. Instead  of  sensing  disaster,  though. 
Converse  executives  saw  Apex  as  a 
cheap  way  to  jump  into  the  apparel 
business  and  pick  up  valuable  sponsor- 
ships. With  Converse's  backing,  they 
believed,  retailers  would  regain  confi- 


Converse  this  year  until  they  got  things 
sorted  out,"  says  Norm  Charney,  presi- 
dent of  Athletic  Supply  of  Dallas  Inc. 
By  August,  the  backlog  hadn't  budged, 
and  creditors  were  raging.  Facing  the 
need  to  spend  up  to  $25  milhon  to  keep 
Apex  afloat,  by  one  insider-'s  estimate. 
Converse  and  Apollo  pulled  the  plug. 

Converse's  own  troubles  undoubtedly 
played  a  part  in  the  decision.  Revenues 
dropped  14%  in  the  second  quarter,  and 
it  posted  an  operating  loss  of  $8.4  mil- 
lion, not  counting  Apex.  Given  that 
backdrop,  says  ceo  Ford,  "We  felt  we 
had  to  take  this  action  to  protect  Con- 
verse." But  the  Apex  write-off  leaves 
Converse  with  a  scary  5-to-l  debt-to- 
equity  ratio.  Some  analysts  are  whis- 
pering that  Apollo  may  now  try  to  sell 
the  company.  Hardly  a  fruitful  85  days. 
By  Mark  Maremont  in  Boston 


BUSINESS  WEEK  /  SEPTEMBER  4,  1995  37 


News:  Analysis  &  Commentary 


POLITICS 


IN  '96.  THREE  MAY  NOT 
BE  A  CROWD 

With  voters  this  disaffected,  a  third  party  may  play  a  big  role 


As  Labor  Day  approaches,  it  looks 
at  first  like  American  politics  as 
usual:  President  Clinton  is  golfing 
in  the  Grand  Tetons,  taking  time  out 
for  briefings  on  Bosnia,  and  generally 
trying  to  look — well,  Presidential,  gop 
front-nmner  Bob  Dole  has  rented  a  cot- 
tage in  New  Hampshire  and  plans  a 
week  of  folksy  politicking.  On  Sept.  1, 
the  Kansan  will  launch  his  fall  campaign 
with  a  "boatercade"  on  Lake  ^^^mm 
Winnipesaukee,  leading  an  ar- 
mada of  supporters  from 
Weir's  Beach  to  Wolfeboro 
while  camera  crews  bob 
alongside.  It  seems  like  a  tra- 
ditional start  of  a  traditional 
Presidential  campaign. 

But  look  again.  In- 
creasingly, there  are 
signs  of  public  discon- 
tent with  Establish- 
ment pols   such  as 
CHnton  and  Dole,  and 
unease  with  their  par- 
ties. The  President's 
support  remains  fro- 
zen at  about  the  43%  plm-aUty 
that  elected  him.  No  gop  chal- 
lenger has  caught  fire  with 
the  electorate.  And  although 
voters  triggered  a  revolution 
last  November  by  booting 
Democrats  out  of  power  in 
Congress,  new  surveys  find 
Americans  disenchanted  with 
the  Republican  regime. 
"FULL  MOON."  The  result,  says 
senior  Dole  adviser  Richard 
N.  Bond,  is  the  kind  of  gnaw- 
ing uncertainty  a  mainstream 
campaign  abhors.  "People  ai'e 
still  shopping  for  al- 
ternatives," Bond 
says.   "There's  the 
[Colin]  Powell  thing, 
the  Ross  Pei'ot  thing, 
talk   that  [retiring 
New  Jersey  Senator] 
Bill    Bradley  may 
run.  It's  the  Presi- 
dential equivalent  of 
a  full  moon." 

A  new  poll  by  the 
Times  Mirror  Centei' 
foi'  the  People  &  the 


Press  found  that  26%  of  those  sm-veyed 
now  back  the  notion  of  an  independent 
candidate,  compared  with  32%-  who  fa- 
vor Clinton's  reelection  and  35%  who 
prefer  a  Repubhcan.  Says  the  Center's 
director,  Andrew  Kohut:  "People 
are  . . .  critical  of  the  Republican  Hill 
leadership  [45%  disapprove  of  gop  poli- 
cies, 38%  approve]  but  don't  see  Demo- 
crats as  an  alternative." 


Rebirth  of  the  Third  Force 

In  this  century,  America's  two-party  system  has  gone 
virtually  unchallenged — until  the  last  25  years. 

1968  Alabama  Governor  George  Wallace  at- 
tacks the  two  parties  for  running  "a  Tweedle- 
dee  and  Tweedledum  system."  He 
lands  on  the  Presidential  ballot  in 
all  50  states. 

1980  Independent  John  Anderson 
briefly  harnesses  voter  disgust  to 
run  neck  and  neck  with  incumbent 
Jimmy  Carter  and  challenger 
Ronald  Reagan.  But  his  campaign  fizzles,  tak- 
ing only  7%  of  the  vote. 

1992  Texas  billionaire  Ross  Perot 
communicates  directly  with  voters 
through  televised  talk  shows  and 
electronic  "town  halls."  He  stuns 
both  parties  by  winning  19%  of  the 
vote. 

1993  Colin 
Powell  retires  as 

chairman  of  the  Joint  Chiefs  of  Staff. 
Polls  show  him  to  be  one  of  the  nation's 
most  popular  leaders. 

Aug.  11,  1995 

Perot's  United  We 
Stand  America  stages 
a  mock  nominating 
convention,  drawing 
every  GOP  Presidential 
wannabe  and  White 
House  emissaries. 

Aug.  16,  1995  Democrat  Bill  Bradley 
announces  he  won't  seek  another  Sen- 
ate term,  hinting  at  an  independent  run 
for  the  Presidency. 


That  development  is  particularh' 
ing  for  the  Republicans.  "Sui"e,  we 
all  these  bills  whizzing  to  passage," 
Sal  Russo,  a  gop  consultant  in  S 
mento.  "But  the  public  doesn't 
progress  on  term  limits  and  the 
anced  Budget  Amendment,  two 
things  they  cai"e  about."  Adds  gop  ^ 
egist  William  Kristol:  "A  huge  am 
depends  on  whether  the  fii"st  ye; 
the  new  Congi'ess  is  a  success.  If 
we  have  a  chance  at  building  a  si 
governing  coalition.  Failure  would 
duce  dealignment,  independent  can( 
cies,  and  instability." 

Actually,  given  Perot's  '92  Preside 
charge,  that  instabihty  may  alread 
at  hand.  The  root  cause:  post-cold 
trauma  over  stagnant  wages,  corjn 
layoffs,  and  fraying  morals.  "The  si 
mmmamm  for  a  national  redeemer 
characteristic  of  a  societ  \  i 
der  stress,"  says  Ros- 
Baker,  a  Rutgers  Univt  i 
poHtical  scientist.  "In  tli; 
pression.  Third  Force  m 
ments  popped  up  left 
right.  Today,  we  have  a  - 
er  crisis  fueled  by  the 
nomic  numbers."  Amonu 
portents: 

■  The    Big  Craci' 

While  the  Republic 
are  recasting  theni; 
as  a  harder-edged, 
conservative  party. 
Democrats  seem  to 
imploding.   The  De 
crats  now  control  ;i  \ 
nority  of  statehouses.  Ami 
party's  congi'essional  win 
in  turmoil  as  centrists  1 1 
at  their  liberal  leader> 
Weevils  such  as  Loin 
Representative  W.J.  (I. 
Tauzin    and  Sen. 
Richai-d  C.  Shelby  el 
abama  have  jump(  i 
the  gop.  Other  cent  i 
such  as  New  Jers' 
Bradley,  Oklahoma  Sn^ 
toi'  David  L.  Boreii,  " 
Minnesota  Represei 
Live  Timothy  J.  I'ei 
liave  quit  politics  i-;it 
than   defend  a 
they  see  as  dominii 
by  class- warfare  lin 
ric  and  the  concein- 
urban  liberals. 

"Politics  is  broken,"  Briu 
said  simply,  in  announcing 
retii'ement  on  Aug.  16 — w 
signaling  his  interest  in  an 
dependent  Presidential  1 
Indeed,  fomier  Democratic 
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BUSINESS  CLASS 


Legroom, 
recline,  and 
personal  space 

that  set  a 
new  standard 

for  airlines 


Pa-long  Trihc. 
Nartlnrn  ThdiLiiul 


-Na.iJ.i  Win: 
Etbfiogrnphiiy 


Having  yoLir  own  personal 
space  is  a  rarity  on  almost 
any  airline. 

That's  the  lieauty  of  World 
Business  Class  Irom  Northwest 
Airlines  and  KLM. 

It's  more  spacious.  More  com- 
t'ortaiilc.  There's  more  room  to 
.spread  out.  The  .seats  recline 
further.  You  even  get  your  own 
little  'I'V  that  you  can 
adjust  to  any  angle. 
It's  one  ot  the  rare 
chances  in  my  lite  to 
jList  elc  I  nothing! 

I  navel  all  over, 
hut  |-iartRiilady  in  the 
remote  regions  ol 
Asia.  So  i  ha\e  the 
privilege  i  )t  g(  )ing 
hat  k  and  l(  )rth 
between  ditterent 
worlds  with 
Northwest  Airlines. 

And  I  like  |ilenty 
( )t  space  between. 


©  1995  Northwest  AiHines  Inc  «• 
Northwest  recycles  enough  paper  to  Till  41  Ws 


NORTHWEST 


Some  people  just  know  how  to  fly' 


1  hanks  to  Sprint  Business, 
we're  exporting  mice  to  40  countries. 


PC  ServiceSource  provides  a  vital  service 
to  computer  repair  companies:  they  ship  new  parts 
ywhere  in  the  vvorld-overnit>ht. 

"when  you're  a  small  company  in 

Carrollton,  Texas,  you  can't  wait 
for  the  world  to  come  to  you. 
You've  got  to  get  to  them." 

With  their  former  carrier,  PC  ServiceSource 
only  had  toll-free  lines  to  nine  countries. 


"if  our  800  service 
couldn't  expand  internationally. 


neither  could  our  business." 

Sprint  Business  stepped  in  with  a  real  solution. 
More  lines.  More  countries. 

Now  they're  open  in  40  countries,  24  hours  a  day. 


And  that's  helped  sales  at  PC  ServiceSource 
grow  dramatically  in  the  last  year. 
International  sales  have  more  than  doubled. 
Sprint  really  helped  us  go  global. 


Call  now.  And  we'll  help  your  business 
do  more  business. 


News:  Analysis  &  Commentary 


surgent  Gaiy  Hart  and  Colorado's  for- 
mer GoveiTior  Richard  Lamm  want  to 
invite  Bradley  and  other  Third-Path 
thinkers  to  a  Denver  powwow  in 
December  to  chait  a  political  coiu"se  that 
could  skirt  the  major  parties. 

■  Powellmania.  On  Sept.  18,  Retii-ed 
General  Colin  L.  Powell  wall  kick  off  a 
national  promotional  blitz  for  his  me- 
moirs— a  trip  that  looms  as  the  Mother 
of  All  Book  Tours.  A  fiscal  consei-vative 
and  presumed  social  moderate,  Powell  is 
the  darling  of  many  voters  seeking  to 
byi^ass  the  paity  system.  (In  an  Aug.  19 
ABC  News  poll,  he  won  31%  support  to 
Clinton's  36%  and  Dole's  27%.) 

By  the  time  Powell  stops  barastonn- 
ing,  on  Oct.  20,  he  will  have  dominated 
news  coverage  for  a  month  and  fueled 
renewed  talk  of  an  independent  run. 
Says  an  aide:  "He'll  take  a  serious  look 
[at  politics]  when  the  tour  ends."  In  the 
meantime,  Powell  is  consulting  with  top 
political  operatives  and  has  let  a  gi'ass- 
roots  "Draft  Powell"  movement  take 
shape.  Washington  entrepreneur  W. 
Ronald  Evans  says  he  has  started  a  pe- 
tition drive  to  put  200,000  signatures 
on  Powell's  desk  by  November. 

■  Perot-noia.  Although  Ross  Perot  has 
turned  hesitant  about  another  Presiden- 
tial bid,  his  movement  may  be  more 
powerful  without  its  controversial  fig- 
urehead in  the  spotlight.  Perot  has  giv- 
en his  United  We  Stand  America  affih- 
ates  the  gi-een  light  to  put  third-party 
offshoots  such  as  New  Jersey's  Conser- 
vative Party,  Oregon's  American  Party, 
and  Wisconsin's  New  Party  on  the  bal- 
lot. Says  Rochester  (N.  Y.)  pollster  and 
sometime  Perot  adviser  Gordon  S. 
Black:  "With  12  to  14  states  having  al- 
ternative political  parties  with  ballot 
status  and  another  15  states  where  bal- 
lot requirements  are  low,  you  could  get 
these  gi-oups  together  to  field  some  foma 
of  Third-Force  ticket  next  yean" 

Will  all  this  ferment  produce  a  viable 
alternative  to  Republicans  and  Demo- 
crats? Maybe  not  in  time  for  the  1996 
elections.  But  that's  not  to  say  the 
stress  cracks  in  the  established  parties 
won't  produce  a  niptiu-e  down  the  road. 
"The  dominant  parties  have  grown  old 
and  fat,  but  their  institutional  power 
remains  gi-eat,"  cautions  Paul  Green,  a 
political  scientist  at  Governors  State 
University  in  University  Park,  111. 
"Powell  is  the  Third  Force's  best  shot. 
But  in  reality,  it  would  take  Jes.se  Jack- 
son's chaiisma,  Ross  Perot's  money,  and 
Bill  Bradley's  brains  to  transcend  the 
obstacles  to  an  independent  ran."  Volun- 
teers, anyone? 

By  Lee  Wakziik,  nritli  Douglas  Harhrecht 
and  Mary  Beth  Regan,  in  Washingtcm 


COMMENTARY 


By  Amy  Borrus 


WHAT  THE  U.N.  WOMEN'S  CONFERENC; 
CAN  DO  FOR  WOMEN 


For  women's  rights  activists 
throughout  the  U.  S.,  Beijing's 
selection  as  host  city  for  the 
U.  N.'s  Fourth  World  Conference  on 
Women  has  been  a  sore  disappoint- 
ment. China  is  a  notorious  abuser  of 
human  rights,  and  its  record  on  pro- 
moting the  status  of  women  is 
mixed  at  best.  Moreover,  China's  de- 
tention of  American  rights  activist 
Harry  Wu  on  spying  ^ 
charges  has  led  to  * 
calls  on  Capitol  Hill 
for  a  U.  S.  boycott  of 
the  meeting. 

But  holding  the 
conclave  in  Beijing 
may  turn  out  to  be  a 
blessing  in  disguise. 
The  media  hoopla 
generated  by  the 
gathering  of  50,000 
people  already  is 
shining  a  harsh  light 
on  China's  treatment 
of  girls  and  women. 
True,  under  commu- 
nism, China  has  near- 
ly wiped  out  prostitu- 
tion, and  female 
literacy  rates  have 

doubled,  to  70%.  But  ""  -'^     ^      ,  , 

China  stm  has  a  policy  A  Chinese  girl  abandoned 
of  forced  abortion,  by  her  parents  to  die.  Bei- 
And  its  one-chiid-per-  jing  belatedlv  is  taking 

family  dictum  has  of-    ,       ,    ,  .. 
ten  meant  abandon-  stepS  tO  halt  the  practice 

ment  and  neglect  for  girl  babies  in  a 
culture  that  favors  boys. 
PROGRESS  ALREADY.  The  U.  N.  con- 
ference, which  begins  Sept.  4,  is  al- 
ready having  a  positive  effect.  Em- 
barrassed Chinese  leaders  on  Aug.  7 
unveiled  a  five-year  plan  to  improve 
women's  hves.  Its  aims  include  put- 
ting more  women  in  top  government 
posts,  protecting  women  from  sale 
into  forced  marriages,  and  halting 
the  gixiesome  practice  of  leaving  girl 
babies  to  die  of  neglect  in  dank 
orphanages. 

Meanwhile,  all  the  criticism  of  Chi- 
na thr-eatens  to  obscure  the  broader 
aims  of  the  U.  N.  conclave.  Discrimi- 
nation against  women  is  a  serious 
global  problem.  Women  represent 


two-thirds  of  the  world's  illiterate 


and  70%  of  its  poor,  according  to  v 
new  U.N.  report.  Domestic  violent 
is  the  leading  cause  of  death  globt  v 
for  women  aged  14  to  44. 

The  U.  S.  has  a  major  role  to  ph) 
in  making  sure  the  U.  N.  conferenc 
leads  to  concrete  gains  for  women 
worldwide.  Fu-st  Lady  Hillaiy  Rod 
ham  Clinton  should  stay  home  unlc 
the  Chinese  releas( 
Wu  from  prison  as 
Washington  has  de 
manded.  To  flip-fl(  >] 
now  would  be  view 
in  Beijing  as  weak 
ness  and  on  Capitn 
Hill  as  kowtowing 
However,  the  U.S. 
still  will  field  a  hisji 
powered  delegatii 
that  includes  Mac; 
leine  K.  Albright,  i 
U.  S.  representatix  i 
to  the  U.  N.,  and  Si 
retaiy  of  Health 
Human  Services  I)i 
na  E.  Shalala. 

Despite  the  U.  ^ 
reputation  in  Amei 
ca  for  ineffectivenei 
it  often  makes  a  dif 
ference  in  the  devei 
oping  world  where 
has  gi'eater  prestig( 
Pressure  from 
women's  groups  at 
the  U.  N.'s  1985  women's  conferenc 
in  Nairobi  helped  pave  the  way  foi 
national  crackdowTis  on  violence 
against  women  in  many  countries. 
Brazil,  for  instance,  now  has  specia 
police  stations  for  battered  women 
seeking  shelter.  And  Egypt  gave  n 
ognition  to  women's  groups  for  the 
fii'st  time  after  a  U.  N.  conference  < 
population  control  in  Cairo  last  yea 
China's  abysmal  human  rights  recoi 
and  Sino-U.  S.  tensions  make  it  awl 
ward  to  hold  a  women's  conclave 
there.  But  this  confab  may  yet  hel{ 
improve  the  hves  of  women  in  man 
parts  of  the  world. 

Amy  Borrus  covers  intemationa 
issues  from  Washington. 
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Franklin  Templeton  College  Costs  Planner 


A  Short  Course  On  Paying 
For  A  College  Education, 


No  doubt  you  already  know  the  cost  of  a  college  educa- 
tion IS  rising.  How  fast?  Well,  a  child  horn  today  could  face 
college  costs  as  high  as  $215,000  for  a  four-year  degree  from 
a  private  institution.^  Which  is  precisely  why  Franklin 
Templeton  is  offering  a  free  booklet  on  preparing  now  for 
the  rising  costs  of  a  higher  education. 

The  Franklin  Templeton  College  Costs  Planner  gives  you 
a  step-by-step  worksheet  to  help  you: 

*  Estimate  tuition  costs  and  set  your  goal. 

*  Determine  how  much  you  may  need  to  invest  to  build 
for  the  future. 

*  Choose  the  right  investment  to  match  your 
objective. 

Mutual  funds  may  be  an  ideal  choice  for  the  long  term 
goal  of  college  planning.  Whether  you  are  interested  m  a 
conservative  investment  or  one  that  seeks  aggressive  growth. 
Franklin  Templeton  has  a  fund  to  match  your  objectives. 

Call  your  investment  representative  or  Franklin  Templeton 
today  for  more  information. 


f Figures  are  based  upon  a  6%  average  animal  rate  of  mflation  applied  to  average  annual  total  expenses 
reported  by  the  College  Board  for  the  1994-95  school  year  of  $1  7,270  for  a  four-year  private  college 
Investing  in  a  Fraitkliii  or  Templeton  fund  does  not giuiriinlcc  thit  lotlcge  costs  will  he  met 

Franklin  Templeton  Distributors,  Inc 


Call  1-800- 
342-FUND 
Ext.  F849 


Franklin  Templeton  Funds 

777  Manners  Isl.md  Boulevard 
San  Mateo,  CA  94404-1585 

1  would  like  a  free  copy  of  the  Franklin 
Templeton  College  Costs  Planner  and  a  prospec- 
tus containing  more  complete  information,  includ- 
ing sales  charges  or  fees  and  expenses,  on  the 
fund(s)  checked  below  I  will  read  the  prospec- 
liis(es)  carefully  before  I  invest  or  send  money. 

 Franklin  Income  Fund 

 Franklin  Money  Fund 

 Franklin  U.S.  Goveriniieni  Securities  Fund 

  Fcnipleton  Foreign  Fund 

  Fcmplcton  Growth  Fund 

J  Please  send  luc  a  brochure  on  other 
Fraiikltii  Teiiipletoii  fiiiuis 

Name 

Address  

Cit)'/Starc/Zip 
Daytime  Phone 


FranklinTempleton 


A  Member  of  the  $123  Billion  Franklin  Templeton  Group 
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DEALS 


ARE  THOSE  MARIE  OSMOND  DOLLS 
REALLY  WORTH  $12  MILLION? 

Knickerbocker's  startling  runup  has  shorts  salivating 

The  L.  L.  Knickerbocker 
Co.  specializes  in 
kitsch.  Little  wonder 
that  few  noticed  the  $7.8 
million  manufacturer  of 
such  home-shopping  hits  as 
Marie  Osmond's  porcelain 
doll  collection  and  Annette 
Funicello's  line  of  teddy 
bears.  Then,  faster  than 
you  can  say  "in-home  pain- 
less hair  removal,"  another 
Knickerbocker  offering,  the 
stock  jumped  from  $4  to 
$46  in  six  weeks. 

Obsei-vers  can't  pinpoint 
what  caused  the  rapid  rise. 
"It's  shocking  to  me,"  says 
John  D.  Lane,  a  partner 
with  Nutmeg  Securities,  an 
underwriter  of  Knicker- 
bocker's Januaiy  initial  pub- 
lic offering.  The  Securities  &  Exchange 
Commission  and  the  National  Associa- 
tion of  Securities  Dealers  are  curious, 
too.  Each  called  Chief  Executive  Louis 
L.  Knickerbocker,  52,  to  ask  about  the 
stock.  Says  Knickerbocker:  "All  I  can 
think  of  is  that  Rafi  Khan  introduced 
me  to  several  institutional  investors." 

This  isn't  the  iii-st  time  the  controver- 
sial stockbroker  has  jumped  onto  a  spec- 
tacular stock  rise.  Khan  is  a  La  Canada 
(Calif.)-based  Pakistani  who  is  best 
known  for  his  failed  1994  attempt  to 
take  over  ICN  Pharmaceuticals  Inc., 
whose  stock  he  once  pushed  before 
turning  on  management.  He  also  is 
known  for  legal  skinnishes  with  short- 
sellers  and  others,  as  well  as  directing 
institutional  investors,  such  as  St.  Louis- 
based    Kennedy  Capital 
Management,  to  undei"val- 
ued  stocks.  Another  client 
is  Norman  L.  Yu  &  Co.,  a 
Newport    Beach  (Calif.) 
money  manager,  who  owns 
Knickerbocker  shares. 
Trading  has  been  furious. 
From  July  25  to  Aug.  16, 
average  daily  trading  was 
250,000  shares,  nearly  a 
third  of  all  stock  available. 

Khan  says  his  interest 
was  sparked  by  Knicker- 
bocker's foray  in  late  June 


Klian  insists  the  Knickerbocker 
isn't  overblown — though  his  own  rhe 
about  the  company  sometimes  seem 
"Under  the  right  circumstances, 
could  be  a  $1,000  stock,"  he  gushes, 
ers  are  less  sanguine.  "If  you  buy 
stock,  you're  buying  hopes  and  drea 
says  Gaines,  Berland  Inc.  analyst  Ric 
West.  Sales  are  vulnerable  to  the 
that  98%  come  from  one  outlet:  Qvc 
TV's  home-shopping  giant.  WTien  QV( 
on-air  exposure  tliis  spring  and  uj 
the  price  of  Knickerb 
er's  ECT  Ionize: 


KNICKERBOCKER'S  ANGELS:  Controversial  broker 
Rafi  Khav  and  Director  Fa rrali  Fawcett 


into  dii'ect  marketing.  Ads  in  Doll  Read- 
er magazine  are  expected  to  boost  sales 
above  the  $12  million  in  projected  1995 
revenues.  Khan  says  he  contacted  clients 
and  lu'ged  them  to  look  at  the  company. 
HIGH  HOPES.  But  the  dramatic  runup 
may  not  be  so  easily  explained.  Ti'aders 
and  bi'okers  say  the  rise  is  due  lai'gely 
to  the  stock's  soaring  short  position.  In 
June,  shorts^ — who  bet  a  stock  will  de- 
cline by  selling  boiTowed  shares  in  an- 
ticipation that  they  will  repay  the  loan- 
ers  with  cheaper  paper  in  the 
futm-e — conti'olled  1,050  shares  of  Knick- 
erbocker. By  July  14,  short  positions 
were  31,440.  As  the  stock  rose,  shorts 
had  to  pay  up  for  stock  to  cover  their 
bets.  With  only  800,000  shares  avail- 
able, the  price  climbed. 


A  SOARING  STOCK. 


.A  CROWD  OF  DOUBTERS 


MAY  15  JUNE  15  JULY  15 


I  ir  I  iTi  r  T  ri  i  i  i  i  i  t  i  i  i  i  i 

FEB,  24,  '95  AUG.  22,  '95 

▲  DOLLARS 

DATA,  BLOOMBERG  FINANCIAL  MARKETS,  NATIONAL  ASSOCIATION  OF  SECURITIES  DEALERS 


MAR  15  APR, 15 
1995 


I  purifier,  sale: 
I  the  product 
?  73%  in  1995's 
ond  quarter. 

Knickerbockt 
a  onetime  res 
rateur  who 
is  wife,  Taiii 
aimched  private  < 
panies  that  sdl 
Farrah  Fawcett 
of  jewelry  and  a 
creams  promoted 
Phyllis  Diller  on 
Home  Shopping  Network  in  the  mid 
late-1980s.  The  companies  were  mei 
to  form  Knickerbocker  in  a  Janu 
1995,  public  offering,  and  Fawcett  ii 
its  board.  One  misstep:  Knickerbo( 
no  longer  mai'kets  Creme  de  La  Vie, 
creation  of  Michael  Elam,  DiUer's  for 
plastic  sm'geon.  In  1990,  Elam's  mec 
license  was  revoked  foi  insiu'ance  fi 
and  malpractice,  says  the  prospectus 
"I've  seen  this  movie  before,"  5 
John  Merriman,  a  trader  with  Dabi 
Resnick  Inc.  "Eventually,  this  stock 
trade  at  $4  or  $5  again,  if  you  have 
stomach  to  hang  on."  Still,  Meirii 
says  he  is  not  shorting  the  stock.  Sh 
have  tangled  with  Khan  in  the  past 
a  suit  with  Futm-e  Communications  '. 
a  Texas  cable  company,  they  claimec 
manipulated  both  the  stock  supply 
price.  Khan's  then-employer  settled 
thi-ee  suits;  Khan  himself  took  the  G 
to  arbitration.  This  time,  if  the  st 
tanks,  the  biggest  loser 
be  Knickerbocker  him; 
Some  $60  million  in  pi 
profits  from  his  62%  sti 
could  disappear. 

He  seems  unconceril 
"My  goal  is  to  take 
company  to  $1  billior] 
sales,"  Knickerbocker  si 
But  that's  a  lofty  goal  f( 
small  player  in  a  $5  bil 
industry.  Almost  as  loft; 
the  stock. 

By  Nanette  Byrnes 
Los  Angeles 
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SPECIAL  CHARTER  MEMBEHSnir  OfrEH 


WIRUEN 

home  and 

Secrets  of  one  of 

;k  in  order. 

America's  richest 

$20/$16.95 

men. 

57-7981 

$24  95/$21.95 

HITiNEY:  HMa^H 

eal  with  car 

A  7-step  approach 

lankers  and 

to  professional  and 

its. 

personal  success. 

90-0906 

18.95 

$19.95/$17.95 

onieJIlKP 

Busilli'SS 

'I'Wi  Biiiik 

■stocks 

■  FOR  THE 

■  LONG  RUN 

Jeremy  J.  Siecel 


Reveals  why  stocks 
are  the  best  long- 
term  investment. 
17-7986  $25/$21.95 

K  ) 

V»'%1  I|IM'-Illtl-Ili> 

hit  llii-  Jl-I  I  riiliin 


Want  to  retire  at  50?  Give  your  child  an 
Ivy  League  education?  Cut  your  taxes  by 
30%?  Downsize-proof  your  career?  Now 
you  can  do  it  using  Money  Book  Club's 
expert  advice  as  your  guide.  All  it  takes 
is  a  Charter  Membership,  and  you're  off 
and  running  in  as  little  as  3  weeks. 
Choose  your  3  books  today! 


See  other  side  for  more  book  choices. 


Program  for  achieving 

lifetime  control  of  your 

finances 

24-2868 

S21  95/$19.95 


LILLY  WALTERS 

Ifc.  ...I  ..I  I'."|'H],J.,J,J.WJ 

Terrific  speeches 
and  pithy  quotes 
from  the  experts 
22-5399 
S2f  95/$17.95 


75  business  ideas     How  to  regain  control 
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Investments,  emerging 
markets,  commodities, 
and  instructions 
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Guide  to  career 
options  in  the  ever- 
changing  |ob  market 
44-8977  S23/$19.95 


Updated  guide  for 
sources  of  venture 
and  capital 
24-8117 
S14  95/$12.95 


Commission-free 


A  down-to-earth 


investing  with  dividend  guide  to  business 
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Retrieve  textual  and 
pictorial  information 
from  anywhere 
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S1995/$16.95 


Proven  strategies  on 
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R&D,  pricing,  more 

80-9695 
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Second  edition  of 
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English 
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satisfied,  for  any  reason  whatsoever, 
simply  return  the  books,  and  you  will  be 
under  no  further  obligation. 
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at  anytime  after  you  have  purchased  you 
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I  Business  This  Week 


FED  BY  KEITH  H.  HAMMONDS 


)NER  CANT  GET 
RIP  ON  CBS 

!  TED  TURNER  FINALLY  BUY 

television  network  he  so 
ts?  Time  Wamer  sources 
the  company  is  abandon- 
sfforts  to  miload  its  18% 
e  in  Turner  Broadcasting 
em  and  would  back  a  sen- 

TBS  bid  for  cbs  or  an- 
r  network.  That  leaves 

one  hurdle  in  Turner's 

reality.  Westinghouse  has 
I  up  financing  to  back  its 
biUion  agi'eement  to  buy 

CBS  Chairman  Laui-ence 
1  wants  cash,  which  TUm- 
loes  not  have.  General 
trie  is  talking  again  to 
.er,  but  it  won't  give  up 
rol  of  NBC.  Don't  write 
;er  off:  He  has,  after  all, 
'd  off  other  tough  deals, 

as  the  1985  pui'chase  of 


LOSING  BELL 


WATERLOGGED 

leone — perhaps  a  vexed 
3stor — couldn't  wait  for 
tember  debt-rescheduling 
;s  at  Eurotunnel,  the  Eng- 
Channel  tunnel's  cash- 
:!  eezed  operator.  A  bogus 
otunnel  press  official 
I  tned  two  wire  services  on 
J ;.  22  to  announce  a  deal 
1  banks.  The  stock  jumped 
%  on  the  reports — after 
ing  17%  the  day  before  on 
.  iise  rights-issue  rumor. 
I  iy  Eurotunnel  holders, 
I  anwhile,  remain  underwa- 
1  Shares  have  dropped  to 
:  25,  from  $15  in  1989. 

EUROTUNNEt  SA 
SHARE  PRICE 

FRENCH  FRANCS  ss^ 


mom's  movie  library.  Then 
again,  swallowing  mgm  nearly 
bankrupted  tbs. 

FORD  JOINS  THE 
CROWD  IN  CHINA 

WHEN  AUTO  MAKERS  LOOK  AT 

China,  they  see  a  market 
where  vehicle  registrations 
are  expected  to  triple,  to  25 
million,  in  the  next  decade. 
It's  an  alluring  prospect,  and 
General  Motors  and  Chiysler 
ah-eady  have  deals  to  produce 
vehicles  there.  On  Aug.  22, 
Ford  established  its  own 
beachhead,  paying  $40  milhon 
for  20%  of  Jiangling  Motors. 
Ford  will  design  and  distrib- 
ute 60,000  light  trucks  and 
vans  built  in  central  China's 
Jiangxi  Province.  The  deal, 
which  could  expand  to 
120,000  vehicles,  will  get  the 
Ford  nameplate  on  Chinese 
roads  by  1997. 

A  $100  MILLION 
GOODBYE  FOR  OVITZ 

THE  ABDICATION  OF  MICHAEL 

Ovitz  is  all  but  complete.  His 
Creative  Artists  Agency  on 
Aug.  23  announced  the  for- 
mation of  a  nine-person  man- 
aging dii'ector  committee,  led 
by  three  co-chairmen,  to  run 
the  agency  after  Ovitz  de- 
parts Oct.  1  to  become  presi- 
dent of  Walt  Disney.  Agents 
and  top  executives  at  caa, 
which  represents  the  likes  of 
Tom  Hanks,  Kevin  Costner, 
and  Steven  Spielberg,  still 
are  working  out  a  plan  to 
buy  the  agency  from  Ovitz 
and  his  two  founding  part- 
ners, Ron  Meyer  and  Bill 
Haber.  The  likely  price  tag: 
more  than  $100  million. 


WALL  STREET  IS 
EDGY  ABOUT  INTEL 

so  WIN9.5  IS  HERE,  AND  SALES 

of  Pentium  chips  are  boom- 
ing. Then  why  is  Wall  Street 
antsy  about  Intel?  Its  shares 
tumbled  7%  on  Aug.  21,  after 


HEADLINER:  MIKE  TYSOIt 


EX-CONS  DONT  PITCH  PEPSI 


It's  a  saga  Madison  Avenue 
would  love.  The  former 
champion  returns  to  his 
sport  after  a  long  layoff.  A 
record  number  of  fans 
plunk  down  $40  apiece  to 
watch  his  fii'st  outing 
on  TV.  And  he  van- 
quishes his  opponent 
in  near-record  time. 

But  this  is  Mike 
Tyson,  a  felon  with 
a  rape  conviction. 
To  corporate 
sponsors,  he's  poi- 
son. Trim,  fit, 
and  a  ten'or  in 
the  ring,  lyson 
bashed  Peter 
McNeeley  on 
Aug.  19.  But 
don't  expect 
a  repeat  of 
the  days 
when  he 


drew  $2  million  a  year  to 
pitch  wares  from  the  likes 
of  Pepsi-Cola. 

Tyson  could  be  worth  $8 
million  a  year  in  endorse- 
ments were  it  not  for  his 
And  some  mar- 
keters say  there  may  be 
companies  that  want  to 
woo  Iron  Mike's  fans. 
But  they'd  have  to 
be  willing  to 
write  off  the 
mainstream," 
says  Lesa 
Ukman,  edi- 
tor of  lEG 
Sponsorship 
Repoii.  So 
far,  no- 
body's ready 
to  take  that 
punch. 

By  David 
Greising 


fom  analysts  made  tiny  ad- 
justments to  earnings  fore- 
casts. Rational?  Not  really. 
But  with  chip  stocks  up  more 
than  100%  this  year,  "there 
are  lots  of  people  out  there 
trying  to  sound  prudent," 
says  First  Boston's  Jack  Ge- 
raghty.  Some  investors  worry 
about  Intel's  gi'owing  sales  of 
PC  boards,  which  carry  gi'oss 
mai'gins  of  roughly  15%,  com- 
pared with  70%  for  Pentium. 
Never  fear:  The  boards  are 
packed  with  Intel  chips  and 
their  sales  lift  total  profits. 

SHUniNG  OUT 
THE  WIN95  NOISE 

FORGET,  IF  YOU  CAN,  MICRO- 

soft  and  Windows  95  mania 
just  for  a  moment.  IBM  and 
Apple  Computer  have  spent 
billions  on  theii*  own  pei^sonal- 
computer  operating  systems. 
How  do  they  cope  with 
Win95,  the  most-hyped  com- 
puter product  introduction  of 
all  time?  They  lie  low.  "It's 


something  that  you  just  don't 
try  to  counter,"  says  Lee 
Reiswig,  general  manager  of 
IBM's  Pei"sonal  Softwai'e  Pi'od- 
ucts  division.  Reiswig's  gi'oup 
ran  a  three-page  ad  on  the 
eve  of  Microsoft's  Aug.  24 
launch,  listing  hundreds  of 
customers  already  using  its 
rival  OS/2  program — then 
took  the  next  day  off.  Apple's 
subtle  ads  delivered  Microsoft 
mock  congi'atulations  (spelled 
C:ongi'tlns.w95).  It  also  sent 
out  T-shirts  with  the  slogan: 
"Been  there,  done  that." 

ET  CETERA . . . 

■  The  Fed  left  short-term 
rates  alone,  and  markets 
took  the  non-move  in  stride. 

■  Roadway  Services  will  spin 
off  its  sluggish,  $2  billion 
less-than-truckload  business. 

■  ici  Explosives  agreed  to 
plead  guilty  to  price-fixing 
and  pay  a  $10  million  fine. 

■  Justice  subpoenaed  tire- 
makers  as  part  of  an  industry 
antitrust  investigation. 
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Our  position,  word  by  word. 


At  Philip  Morris,  we  believe  thai  adults  have  the  right  to 
choose  whether  to  smoke  or  not. 

Minors,  on  the  other  hand,  should  not  smoke.  Period. 

We  also  believe  that  preventing  minors  from  having  access 
to  cigarettes  is  the  key  to  addressing  this  issue. 

That's  why  we  recently  launched  Action  Atjciiiist  Access, 
one  of  the  most  comprehensive  programs  ever  introduced  to 
combat  the  issue  of  youth  access  to  cigarettes. 

Action  Aijaiust  Access  is  a  series  of  tough  initiatives  that  have 
as  their  ultimate  goal  making  all  cigarette  sales  face-to-face 
transactions  so  age  can  be  verihed  in  person. 

We  are  confident  that,  when  fully  implemented,  this 
program  will  make  a  difference. 

Everyone  has  a  role  to  play  in  preventing  youth  access: 
educators,  lawmakers,  jiarents,  communities.  And,  of  course,  the 
toliacco  industry. 

At  Philip  Morris  we  will  continue  to  take  a  leadership  role 
so  that  minors  do  not  have  access  to  cigarettes. 


PHILIP  MORRIS  USA 

We  want  you  to  know 
where  we  stand. 


Facts  Matter 


As  |)ai  t  ol  Action  Aijiiinst  Access,  all  Philip  Morris  cigarette  packs  and  cartons  in  the 
United  Stales  will  carry  the  lollovving  notice:  "Underage  sale  prohibited." 


ishington  Outlook 


ED  BY  LEE  WALCZAK 


}W  irS  BILL 

{.  BIG  BAD  BUSINESS 


)  Democrat  has  couited  business  with  the  ai'dor  that  BUI 
Clinton  displayed  diuing  the  first  half  of  his  teiin.  He  al- 
enated  much  of  his  liberal  base  to  back  deficit  reduction 
rade-expansion  pacts,  key  goals  of  Corporate  America, 
ks  to  Clinton's  trusted  counselor,  Thomas  F.  "Mack" 
irty  III,  the  Wliite  House  became  a  place  where  CEOs 
a  problem  could  get  a  sympathetic  hearing.  And  Com- 
!  Secretary  Ronald  H.  Brown  tiuTied  his  depailment  into 
^-floating  bazaar  to  hawk  U.  S.  exports. 
•11,  McLarty  is  still  schmoozing,  and  Brown  is  still  hustling, 
he  Pi'esident's  fondness  for  his  business  chums  has  cooled 
'  wake  of  the  Republican  takeover  of 
ress.  With  a  tough  reelection  race 
I,  Clinton  is  reprising  the  outsidei' 
3S  of  his  '92  campaign  by  blasting 
ess  lobbyists  and  their  gop  aUies. 
;harge:  In  the  mui'ky  light  of  con- 
ional  backi'ooms,  influence  is  being 
ed  to  the  highest  bidder. 

THREAT.  Clinton's  war  on  Gucci 

is  partly  personal,  partly  political. 
;  say  the  President  is  miffed  that, 
;e  his  wooing,  CEOs  ovemhelmingly 

House  Speaker  Newt  Gingrich's 
ition-slashing  radicals.  Clinton  also 

to  capitalize  on  polls  indicating  that — despite  the  gop 
:ition  on  Capitol  Hill — independent  swing  voters  still 
-e  Washington  is  dominated  by  organized  interests, 
bbyist-bashing  has  other  virtues  as  well.  The  White 
i  has  six  GOP-backed  pieces  of  legislation  under  veto 
t.  Some  prime  targets:  banking  and  telecom  reform 
Depicting  these  high-profile  measures  as  the  handiwork 
i  idowy  lobbyists  makes  theii"  rejection  more  justifiable  to 
3 — and  could  force  business  to  cough  up  concessions, 
iton's  New  Populism  was  on  display  on  Aug.  8,  when  he 
ed  to  Baltimore.  Framed  by  the  grimy  backdrop  of 
ehem  Steel  Corp.  smokestacks,  he  railed  against  the 


NEW  MOOD:  War  o)t  Gucci  Gulch 


"brazen  display  of ...  special-interest  gi'oups"  that,  he  claimed, 
led  House  Republicans  to  gut  environmental  safeguards. 

According  to  White  House  Chief  of  Staff  Leon  E.  Panetta, 
the  broadside  is  part  of  a  campaign  to  depict  the  GOP-con- 
trolled  Congi'ess  as  a  place  where  corporate  interests  prevail 
over  working-class  concerns.  "Lobbyist  friends  are  telling 
me  that  you  have  to  be  stupid  not  to  take  advantage  of 
what's  happening  on  Capitol  Hill,"  Panetta  says.  "For  a  price, 
you  can  just  about  buy  any  legislation."  Replies  Toin  Korolo- 
gos,  a  business  lobbyist  with  gop  ties:  "Somehow,  it's  0.  K.  for 
unions.  Common  Cause,  and  Friends  of  the  Eaith  to  be  in  the 
backi'oom  writing  bills"  for  Democrats, 
but  it's  taboo  for  business  lawyers  to 
play  the  same  role. 

CUnton  isn't  alone  on  the  attack.  Vice- 
President  Al  Gore  has  assailed  House- 
passed  telecommunications  legislation  as 
riddled  with  sweetheart  provisions  that 
were  "sold  to  the  highest  bidder"  Gore 
alleges  that  lobbyists  for  cable-TV  compa- 
nies and  the  Baby  Bells  tiuTied  the  bill 
into  an  anticonsumer  measure  that  will 
hike  rates  and  reduce  competition. 

On  Aug.  4,  Clinton  upped  the  ante. 
He  announced  he  was  issuing  an  Execu- 
tive Order  that  would  bar  executive-branch  employees  from 
meeting  with  special-interest  representatives  who  don't  pub- 
licly disclose  their  clients.  White  House  pols  believe  such 
tactics  will  resonate  with  Ross  Perot  supporters,  who  could 
hold  the  balance  of  power  in  November  '96.  At  the  very 
least,  the  Presidential  bhtz  will  put  the  capital's  pinstriped  le- 
gions on  the  defensive.  One  key  gop  strategist  concedes  the 
party's  lovefest  with  business  could  indeed  backfire.  "It  has- 
n't yet,"  he  says,  "but  I  hear  it  ticking."  So  can  Bill  Clinton, 
who  has  decided  that  some  of  the  same  folks  he  seived  coffee 
and  canapes  to  last  year  make  iiTesistible  targets  now. 

Bif  Susan  B.  Garlaud,  ivitli  Mary  Beth  Regan 


APITALWRAPUP 


CLIMBING  OUT  OF  WINDOWS 


TTilX  GOING  FLAT? 

hJle  the  gop's  official  line  on  a  rad- 
revamp  of  the  tax  code  is  full 
d  ahead,  some  Republican  law- 
ers  are  getting  cold  feet.  Senator 
'nse  M.  D'Amato  (R-N.  Y.)  worries 
a  flat  tax  would  slash  home  val- 
ap  to  25%  by  eliminating  deduc- 
s  for  mortgage  interest  and  local 
'S.  And  the  conservative  Heritage 
ndation  wants  to  focus  its  fire  on 
cts  in  the  current  tax  code,  gop 
ers  fear  that  other  fissures  will 
de  the  ranks. 


►The  Justice  Dept.'s  probe  of  Micro- 
soft Corp.'s  Windows  95  has  lost  one 
of  its  top  litigators.  Antitrust  attor- 
ney Jeffrey  Blumenfeld  left  when  Jus- 
tice decided  not  to  file  suit  against 
Microsoft  in  advance  of  the  Aug.  24 
launch  of  Win95.  While  Justice  says 
the  private  attorney  had  a  conflict  of 
interest  with  other  clients,  sources 
speculate  Blumenfeld  may  have  had  a 
falling  out  with  chief  trustbuster 
Anne  K.  Bingaman,  whose  probe  is 
continuing. 


SPRUCING  UP  THE  OLD  EOS 

►The  General  Services  Administra- 
tion is  lobbying  for  an  $80  million  ren- 
ovation of  the  Old  Executive  Office 
Building,  home  to  the  President's 
staff.  The  gsa  says  the  century-old 
building — adjacent  to  the  White 
House — is  falling  apart:  Water  pipes 
leak,  and  the  electrical  system  is  so 
creaky  that  building  engineers  fear  it 
could  cause  a  fire.  But  White  House 
officials  fret  that  a  costly  upgrade 
now  might  become  a  partisan  target 
for  budget-slashing  Republicans. 


BUSINESS  WEEK  /  SEPTEMBER  4,  1995  47 


IBM  IS  a  legisleted  trademark  and  Soluliofis  lor  a  small  planel  is  a  Irademarh  ol  Inlernaliona!  Business  Machines  Corporation  ©1995  IBM  Corp 


IN  \  (H  N  T  CORNER 
oj  soiitliivestem  Ohio,  the  " 
conflicting  pressures  of  medical 
care  and  medical  cost  are  being 
worked  out  in  a  very  healthy  way. 

Thanks  to  a  new  Health  Data 


Network,  doctors  in  seven  Daytim 
area  hospitals  are  noiv  spending 
more  time  with  patients,  cmd  almost 
no  time  looking  for  records. 

Tlie  network,  spearheaded  by 
IBM,  lets  authorized  doctors  look 


up  medical  histories  ivitii 
seconds,  no  matter  wheit 
patients  were  treated.  Test 
are  also  included,  so  rep 
testing  has  dropped. 

In  all,  the  network  i' 


rreater  Dayton  Area 
Association  better  man- 
ing  issues  in  health  care 
Mle  allowing  doctors  to 
the  little  ones,  too. 
more  information  on 


other  healthcare  solutions,  call 
1  800  426-2808,  ext.  5510. 


Solutions  for  a  small  planet ' 


International  Business 


TAIWAN 


BEIJING'S 
DANGEROUS  GAMES 

Its  military  exercises  give  Taiwan  the  jitters-and  pose  a  tough  test  for  the  U.S. 

Few  Taiwanese  politicians  have  a 
stronger  pedigree  in  the  ruling 
Kuomintang,  or  Nationahst  Party, 
than  Chen  Li-an,  58.  Chen's  father 
served  as  vice-president  under  Genera- 
lissimo Chiang  Kai-shek  after  the  kmt's 
1949  retreat  from  mainland  China.  Fol- 
lowing in  his  father's  footsteps,  the 
younger  Chen  quickly  rose  tlu'ough  the 
ranks  of  key  government  posts. 

But  on  Aug.  17,  just  two  days  after 
China  launched  a  new  round  of  mihtaiy 
e.xercises  in  waters  north  of  Taiwan, 
Chen  shocked  his 


HOSTILE  MOVE 


The  Chinese 
maneuvers 
include  firing 
missiles  into 
the  waters 
north  of  Taiwan 


compatriots  by  an- 
nouncing he  would 
defect  from  the 
KMT  and  oppose  its 
candidate.  Presi- 
dent Lee  Teng-hui, 
in  elections  next 
March.  Sitting  in 
his  Taipei  office  in 
fi'ont  of  a  statue  of 

the  Buddhist  goddess  of  mercy,  Chen 
says  he  made  his  bold  move  in  part  be- 
cause Lee's  triumphant  visit  to  the  U.  S. 
in  June  has  backfo-ed,  drawing  Chinese 
wrath.  "The  military  demonstrations 
make  all  of  us  think  how  we  can  avoid 
making  mistakes  we  all  will  regret," 
he  says. 

CROSSFIRE.  Chen's  defection  is  just  one 
of  the  shock  waves  China  is  sending 
through  Taiwan,  which  Beijing  regards 
as  a  renegade  province  (table).  Since 
the  People's  Liberation  Arniy  announced 
in  July  that  it  would  begin  filing  mis- 
siles neai"  Taiwan,  the  local  stock  mai'ket 
has  plunged  12%.  The  New  Taiwan  dol- 
lar has  hit  a  four-year  low  of  27.45 
against  the  gi'eenback.  Economic  gTowth 
forecasts  have  been  scaled  back  half  a 
percentage  point,  to  6.5%.  "No  meas- 
ures to  ujigrade  the  Taiwan  economy 
can  proceed  under  the  present  circum- 
stances," says  John  Nelson,  head  of  in- 
vestment research  for  Jaidine  Fleming 
Taiwan  Securities  Ltd. 

Cliina's  exercises,  involving  naval  and 
air  units  and  live  artilleiy  drills  just  95 
miles  from  Taiwan,  are  a  problem  for 


WH  chinas  SABER-RAmiNG 
IS  SHAKING  UP  TAIWAN 


•Creating  a  crisis  within  the  ruhng  Kuomintang  over  policy  toward  Chin 

•Forcing  the  government  to  reconsider  its  high-profile  campaign  to  win 
broader  international  recognition 

•Contributing  to  a  12%  decline  in  Taiwan's  stock  market 

•  Creating  new  tensions  regarding  Taiwan's  investments  on  the 
mainland,  forcing  Taiwan  companies  to  shift  investments  to  Vietnam, 
the  Philippines,  and  Indonesia 

•Preventing  the  establishment  of  direct  air  and  shipping  links  between 
Taiwan  and  China 

DATA:.  BUSINESS  WEEK 
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i  than  just  the  island's  21  niilhon 
le.  Japan  and  Southea.st  Asia  ali'eady 
been  jaiTed  by  China's  undergTouiid 
jsion  of  a  nuclear  device  this  sum- 
and  by  its  expanding  claims  in  the 
h  China  Sea.  FoiTner  U.S.  Ambas- 
f  to  China  James  R.  Lilley  says  Bei- 
5  action  will  cause  "an  escalation  in 
irms  race  all  over  Asia." 
le  Chinese  saber-rattling  also  spells 
ole  for  U.  S.  policymakers.  Though 
ng,  Ford,  Lockheed  Martin,  at&t, 
)ther  U.  S.  companies  are  proceeding 
new  sales  oi-  deals,  the  Clinton  Ad- 
stration  is  caught  in  a  bipartisan 
ifire  over  managing  relations  with 
i;hinese.  That  has  left  it  zigzagging 


sure  to  dissuade  voters  from  supi)orting 
Lee  and  to  put  the  brakes  on  a  budding 
independence  movement.  "They'll  con- 
tinue with  exercises  until  at  least  Mai'ch, 
and  maybe  have  a  big  one  right  before 
the  election,"  says  one  Westem  militaiy 
attache.  This  could  anger  Taiwan's  pow- 
erful supporters  in  Congi-ess,  inflaming 
Washington's  perennial  China  debate. 
"We  have  a  moral  obligation  not  to  aban- 
don Taiwan,"  says  Washington  hai"d-liner 
Frank  J.  Gaffney  Jr.,  du-ectoi'  of  the  Cen- 
ter for  Security  Policy.  "We  have  a 
strategic  interest  in  not  acquiescing  to 
Beijing's  expansionist  impulses." 

By  manipulating  Taiwan's  politics, 
China  hopes  to  expand  a  key  fissure  in- 


een  conciliation  and  confrontation 
i  42).  For  now,  the  Administration 
i  a  sanguine  view  of  events  in  the 
an  Straits.  Officials  in  Washington 
here  is  no  prospect  that  China  will 
illy  blockade  or  invade  Taiwan. 
WING  SPLIT.  But  in  Beijing,  Western 
/sts  say  the  Chinese  are  preparing 
lonths  of  steadily  intensii^ng  mili- 

pressure  against  Taiwan.  That's 
y  because  Communist  Party  boss 
;  Zemin  and  other  leadei*s  are  rally- 
iround  the  cause  of  reunifying  with 
an  as  part  of  their  maneuvering  to 
ied  paramount  leader  Deng  Xiao- 

An  immediate  goal  is  to  influence 
ig  in  Taiwan's  presidential  elections 

March.  The  Chinese  suspect  that 
and  other  Taiwan-bom  politicians 
eading  the  island  away  from  even- 
reunification  and  will  fomially  assert 
idependence.  As  Taiwan  basks  in 
snce,  the  cause  of  greater  interna- 
1  recognition  is  increasingly  populai" 
ig  voters  and  cuts  across  both  gen- 
onal  and  political  party  lines, 
iijing-based  diplomats  expect  the 
ese  to  keep  ratcheting  up  the  pres- 


EEilZ 


President  Lee 
and  his  backers 
may  have  less 
interest  in 
reunification 
than  do  old-line 
KIVIT  politicians 


1 


side  the  kmt  between  politicians  with 
family  roots  on  the  mainland  and  their 
Taiwan-bom  colleagues.  The  mainlander 
contingent  womies  that  Lee's  attempts 
to  rejoin  the  U.N.  and  gain  interna- 
tional recognition  mean  that  he  secretly 
supports  iaidu,  or  complete  indepen- 
dence for  Taiwan.  Lee,  who  just  weeks 
ago  seemed  a  shoo-in  to  win  the  Mai'ch 
election,  now  faces  deepening  opposi- 
tion as  a  result  of  the  growing  split. 
While  he  still  leads  in  opinion  polls,  his 
numbers  fell  from  45%  to  37%  after 
Chen's  bombshell  announcement. 

There  are  also  huge  business  stakes 
in  the  face-off  between  China  and  Tai- 


wan. Taiwanese  companies  have  invest- 
ed more  than  $20  billion  in  China,  and 
they  increasingly  fear  Beijing  will  take 
those  investments  hostage.  Applications 
for  major  investment  projects  on  the 
mainland  have  dropped  40%  in  a  month. 

Taiwan  executives  are  looking  for 
ways  to  persuade  Beijing  to  soften  its 
militai-y  tactics.  On  Aug.  14,  two  of  Tai- 
wan's Cabinet  ministers  met  with  sever- 
al of  Taiwan's  most  poweiful  business 
leaders  to  find  ways  of  jump-starting  a 
dialogue  with  Beijing.  "We  still  have 
leverage  with  our  investments,"  says 
Parris  Chang,  a  legislator  with  tlie 
Democratic  Progressive  Party,  the  lead- 
ing opposition  party  and  a  major  advo- 
cate of  independence. 

But  the  leverage  may  not  work.  Be- 
cause of  the  nationalist  mood  in  Beijing, 
the  Chinese  seem  willing  to  accept  eco- 
nomic hardships  resulting  fi'om  a  pull- 
back  by  Taiwanese  investors.  "China  is 
saying  they're  wilUng  to  bite  that  bullet, 
to  lose  investment  along  the  coast,"  a 
Western  diplomat  in  Beijing  says. 
"They're  saying  that  Taiwan  is  an  over- 
riding issue  of  sovereignty." 
GOOD  BUY.  A  surj^rising  number  of  for- 
eign investors  in  Taiwan  argue  that  the 
crisis  will  simply  pass.  To  them,  the 
panic  among  local,  mostly  individual  in- 
vestors has  made  the  Taiwan  stock  mar- 
ket an  attractive  buy.  On  Aug.  21,  Salo- 
mon Brothers  Inc.'s  weekly  research 
report  advised  investors  to  triple  their 
Taiwan  equity  holdings,  from  2%-  to  6% 
of  their  Asian  portfolios.  "Most  people 
are  looking  at  this  as  a  short-teim  phe- 
nomenon," says  Timothy  Greaton,  fund 
manager  for  Credit  Lyonnais  Interna- 
tional Asset  Management  Hong  Kong 
Ltd.  In  mid-August,  he  beefed  up  the 
Taiwan  percentage  of  his  Greater  China 
Fund  from  15%  to  20%.. 

But  most  of  Taiwan's  residents  aren't 
so  confident.  By  tiying  to  influence  the 
elections  in  Taiwan,  Beijing  is  playing  a 
dangerous  game.  "Once  Communist  Chi- 
na starts,  I  don't  think  they'll  stop," 
says  Jaw  Shau-kong,  a  mainlander  poli- 
tician who  also  has  defected  from  the 
KMT  to  become  secretaiy-general  of  the 
rival  New  Party. 

Clearly,  the  problem  isn't  going  away. 
Taiwan's  growing  assertiveness  and  Chi- 
na's increased  wUhngness  to  use  military 
means  to  intimidate  the  island  appear 
to  be  long-teiTO  trends  fundamentally  at 
odds  with  each  other.  The  dangers  of  ac- 
cidents or-  miscalculations  can  only  gi-ow. 
If  the  voices  of  independence  in  Taiwan 
make  big  gains,  the  U.  S.  and  East  Asia 
could  get  caught  up  in  a  new  and  poten- 
tially dangerous  stage  of  confi'ontation 
across  the  Taiwan  Straits. 

By  Bruce  Einhorn  and  John  Win- 
zentmrg  in  Taipei,  with  Dexter  Roberts  in 
Beijing  and  Stan  Crock  in  Washington 
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INDIA 


ENRON:  MAYBE  MEGADEALS 
MEAN  MEGARISK 

The  India  project  isn't  the  only  one  that  seems  to  be  stalled 


It  has  been  a  rough  few  weeks  for 
Rebecca  P.  Mark.  On  Aug.  3,  the 
chairman  and  chief  e.xecutive  of  En- 
ron Coip.'s  international-power  unit  had 
her  biggest  deal,  in  India,  abioiptly  can- 
celed after  a  state  govemment  review. 
Mark's  effort  to  salvage  the  $2.8  billion 
Dabhol  project  with  last-minute  promis- 
es of  concessions  only  produced  scorn 
fi'om  Hindu  nationalist  politicians.  Then, 
back  in  the  U.  S.,  on  a  vacation  to  un- 
wind, she  was  tossed  into  a  cactus  while 
on  a  horseback  excursion. 

Mai-k,  41,  says  she  has  shaken  off  her 
setbacks  and  is  confident  of  resuscitat- 
ing Em-on's  contract  to  build  the  2,015- 
megawatt  Dabhol  power  plant.  But  the 
Indian  rejection  is  raising  questions  about 
the  $9  biUion  Houston  energy  giants  glo- 
bal strategy  and  its  hard-chai'ging  style. 
By  quickly  developing  big  ovei"seas  pro- 
jects and  then  selling  off  stakes,  Era'on 
hopes  to  maintain  strong  profit  gi'owth. 
But  some  of  its  gi'andest  efforts,  such  as 
a  natural-gas  pipeline  from  Bolivia  to 
Brazil  and  power  plants  in  Tui'key  and 
Indonesia,  I'emain  deadlocked  over-  such 
issues  as  the  piice  of  power,  the  degi'ee 
of  private  ownership,  and  whether  such 
projects  are  even  viable. 

Em'on  is  deteimined  to  show  that  its 
global  push  continues  unabated.  Mark 
goes  to  Bolivia  soon  for  talks  on  the 
pipeline,  and  she  has  already  returned 
to  India,  where  Enron  has  invested 
some  $200  million,  to  testify  before  its 
Parliament.  "We're  not  sitting  here 
wiinging  our  hands,"  she  explains. 
GEOMETRICALLY  MESSIER.  That  message 
is  important  to  Wall  Street,  which  has 
pushed  Enr-on's  stock  down  by  10%,  to 
331^,  in  the  last  two  months.  Until  then, 
many  analysts  had  considered  the  stock 
to  be  undervalued.  Since  19X8,  Enron's 
sales  have  doubled,  and  earnings  have 
expanded  15%  annually  for  the  past  foui' 
years.  Enron  had  scored  big  successes 
in  Britain  and  South  America,  and  a 
slew  of  major  projects  such  as  Dabhol  is 
in  the  works.  Altogether,  Enron  is  in- 
volved in  discussions  on  some  $10  billion 

UNDAUNTED:  "We're  yiot  sitting  here 
ivnnyiay  our  hands,"  says  Mark 


in  power  plants  and  pipelines  in  South 
America,  Asia,  and  the  Middle  East  (ta- 
ble). This  year,  Mark's  international  unit 
is  expected  to  contribute  $180  million 
in  pretax  profits,  16.5%  of  Era'on's  total, 
vs.  4%  in  1992. 

But  as  most  Western  developers  are 
finding,  completing  megaprojects  in 
emerging  markets  is  enoiTnously  more 
difficult  than  building  small  ones.  "There 
is  tremendous  fear  by  governments  on 
big  projects  that  they  might  make  a 
mistake  and  have  to  live  with  it  for  15 
years,"  says  James  J.  Steele,  chief  exec- 
utive at  Houston-based  Mosbacher  Pow- 
er Group  and  a  foraier  Enron  develop- 
ment executive.  China,  which  with  India 
is  expected  to  account  for  up  to  40%  of 
global  growth  in  power  capacity,  has 
delayed  dozens  of  large,  privately  fi- 
nanced plants  over  squabbles  about  in- 


vestor guarantees  and  rates  of  rta 
Malaysia  has  even  banned  new  plais 
prevent  overcapacity. 

Enron's  Indian  Dabhol  debacle,  c 
ever,  has  been  the  biggest  shtk 
Wlien  Enron  first  got  involved  in.!: 
1992,  the  new  refomiist  govemmei  i 
by  Prime  Minister  Narasimha  Rai 
desperate  for  foreign  investment 
frastructure.  A  month  after  me 
touring  Indian  officials  in  Houston 
i-on  sent  executives  to  India.  The> 
mered  out  a  memorandum  of  u 
standing  in  just  10  days  to  buci 
massive  power  complex. 
"SHAMBLES."  Eighteen  months  late 
Maharashtra  State  Electricity  I 
agi'eed  to  buy  90%  of  the  power  I ) 
produces.  The  financial  terms  and 
ership  structure  "were  not  ideal 
India,  concedes  an  official  in  IndiaV 
er  ministry.  "When  we  acceptt  i 
project,  we  were  in  shambles,"  he 
"We  had  no  investors." 

But  Enron  made  some  misca  , 
tions.  The  most  fundamental  was  | 
cal.  It  didn't  take  seriously  a  i 
backlash  against  foreign  investmens ; 
an  opposition  coalition  led  by  the  Ba* 
tiya  Janata  Party.  During  its  cam 
for  state  elections  in  February, 
the  BJP  called  for  a  reevaluation  i 
Enron  project.  Instead  of  waitii 
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vote's  outcome,  Enron  mshed 
iose  the  deal  and  began  con- 
lion — apparently  thinking  that 
d  make  it  difficult  for  a  new 
■rnment  to  unwind  the  deal, 
'on  just  blasted  on,"  says  a 

State  Dept.  source  familiar 

the  deal.  "Public  perception 
didn't  concern  them." 
should  have.  The  bjp  coalition 
in  Maharashtra  and  quickly 
led  its  promise.  "They  had 
;ed  to  review  the  project,  and 
loing  so  would  have  been  diffi- 
'  says  Siinivasan  Subi-amanian, 

India  representative  of  stock 
erage  hg  Asia.  The  problem 
compounded  when  the  U.  S. 
•gy  Dept.  in  June  issued  a 
ment  warning  that  killing  the 
in  deal  could  adversely  affect 
•  power  projects.  A  diplomatic 
:'e  says  Enron  "pushed  like 

to  get  Energy  to  issue  the 
ment.  But  Inclian  politicians 
(diately  attacked  the  statement 
1  attempt  by  Washington  to 

India.  "These  kinds  of  statements 
ictually  threats,  and  it  didn't  help 
in  at  all,"  contends  b.jp  economic 
er  Jay  Dubashi. 

lother  apparent  faux  pas  was  not 
ing  up  with  a  local  partner  En- 
only  co-investors  were  General 
,ric  Co.  and  Bechtel  Group,  both 
companies.  What's  more,  Enron 


.ron's  Global  Scorecard 


PROJECT 

COST 

BILLIONS 

1,120-mile 
liquid-natural-gas 
(LNG)  pipeline 

$3.0 

Build  and  operate 
150-IVIw  plant 
on  Hainan  Island 

$0.1 

Two-phase  2,015-IVIw 
LNG-fired  plant 
in  Maharashtra 

$2.8 

Build  and  operate 
two  LNG-fired  plants 

$0.7 

Two  small  power 
plants  in  Subic 
Bay  and  Batangas 

$0.1 

Plant  to  process 
5  million  tons 
of  LNG 

$4.0 

480-IVIw  plant  in 
Marmara 

$0.5 

STATUS 


DATA:  SALOMON  BROTHERS  INC.  COMPANY  REPORTS 


THANKS,  BUT  NO  THANKS:  Local  pnitrsts  pushed 
Bombay  politicians  to  cancel  a  big  Enron  deal 


had  quietly  an*anged  to  sell  a  20%  stake 
in  Dabhol  to  New  Orleans-based  utility 
Entergy  Coi-p.,  which  likely  would  have 
drawn  more  fire.  Enron  officials  main- 
tain that  the  Indian  government  ad- 
vised it  not  to  enlist  a  domestic  paitner 
for  fear  of  showing  favoritism  to  cer- 
tain Indian  companies.  But  the  absence 
of  allies  created  the  appearance  that 
^^^^^^^HHHB  the  foreigners  were 
milking  India. 

The  deal's  secrecy 
didn't  help,  either. 
Dabhol  was  one  of 
eight  plants  placed  on 
a  "fast  track"  by 
New  Delhi.  Besides 
getting  government 
loan  guai'antees,  the 
projects  were  awai'd- 
ed  without  competi- 
tive bidding.  Em-on's 
rate  of  return  was  es- 
timated at  23%,  far 
higher  than  the  16% 
over  capital  costs 
guai'anteed  to  others 
by  the  Indian  govern- 
ment. Critics  also 
thought  the  7.4(?  per 
kilowatt-hour  that 
Em-on  would  get  for 
the  power  was  high. 
Em'on  fought  to  keep 
the  details  confiden- 
tial, but  a  successful 
lawsuit  by  a  Bombay 
consumer  group 
forced  disclosure. 
When  Era-on  offered 
to  renegotiate  to 
make    the  power 


Delayed  by  feud  between 
World  Bank  and  Brazil 
over  foreign  ownership 

Under  construction 


Canceled 


Negotiations  stalled 


In  operation 


Negotiations  under  way 
but  viability  questioned 

Negotiations  ongoing 


cheaper,  critics  cited  that  as  proof  it 
had  padded  costs  in  the  first  place. 

Enron  is  having  more  success 
building  small  power  plants,  such 
as  a  110-Mw  facility  in  Guatemala 
and  two  others  that  already  oper- 
ate in  the  Philippines,  where  En- 
ron was  a  pioneer  when  most  for- 
eign investors  shied  away  out  of 
fear  of  political  risks.  And  in  Chi- 
na, Em-on  has  broken  gi-ound  on  a 
150-Mw  plant  on  Hainan  Island. 
"We've  been  as  successful  in  this 
business  as  anyone,"  says  Mark. 
DRAGGING  ON.  But  Enron's  major 
focus  is  on  megaprojects,  which  is 
what  it  needs  most  to  meet  finan- 
cial tai'gets  and  keep  investoi's  hap- 
py. With  gas  prices  depressed  in 
the  U.  S.,  earnings  are  getting  a 
big  boost  fi'om  sales  of  its  hold- 
ings in  international-power  and 
pipeline  projects.  For  instance, 
dividends  in  Britain's  Teesside 
plant  and  other  projects  helped 
push  up  net  income  24%,  to  $94 
milHon,  in  the  six  months  ended 
June  30.  But  for  this  strategy  to  work, 
Em'on  must  complete  projects  and  sell 
off  stakes — and  do  so  ciuickly.  With  nego- 
tiations still  dragging  on  from  Indone- 
sia to  Turkey  to  Brazil,  it  will  be  a  chal- 
lenge for  Em'on  to  maintain  its  schedule. 
While  the  company  says  it  won't  take  a 
wiite-off  on  Dabhol,  it  has  already  held 
up,  if  not  halted,  the  sale  of  a  20%  stake 
to  Entei'gy. 

If  Enron  can't  get  Dabhol  back  on 
track,  other  important  plans  could  be  af- 
fected. Tlie  company  is  coimttng  on  India 
to  be  a  primaiy  market  for  a  huge  pro- 
cessing plant  for  liquid  natiu'al  gas  (lng) 
that  it's  building  in  Qatar.  Mobil  Oil 
Coip.,  which  already  has  a  similar  plant 
in  Qatai",  has  rights  to  the  biggest  lng 
markets,  such  as  Japan  and  South  Korea. 
Enron  says  it  has  enough  alternative 
markets  to  India,  but  some  analysts  are 
skeptical.  Enron  also  maintains  that  los- 
ing Dabhol  won't  hurt  its  gi'owth  fore- 
casts. The  plunge  in  its  stock,  though, 
shows  investors  are  wonied. 

Mark  isn't  giving  up  on  India.  She 
still  believes  Enron  can  come  to  teiTtis 
with  the  Maharashtra  government. 
Lately,  the  bjp  has  been  putting  more 
blame  on  the  ruhng  Congress  Party  (I) 
than  the  U.  S.  company  for  the  deal. 
Many  observers  in  India  think  the  bjp 
will  renegotiate,  then  use  the  deal  to 
their  political  advantage  by  showing 
that  they  managed  to  broker  a  fairer 
contract.  But  even  if  Enron  can  salvage 
Dabhol,  it  can  iU  afford  many  more  com- 
phcations  of  the  same  magnitude. 

By  Gary  McWilliams  in  Houston 
and  Sharon  Moshavi  in  New  Delhi, 
with  Michael  Simri  in  Jakarta  and  bu- 
reau reports 
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;  CHERNOMYRDIN  S  STAR  FADING 
m  FASTER  THAN  IT  ROSE? 

ily  a  few  months  ago,  Viktor  S.  Chernomyrdin  was  rid- 
ng  high.  The  Russian  Prime  Minister's  success  in  nego- 
tiating release  of  Russian  hostages  from  Chechen  rebels 
:  him  look  like  a  leading  contender  for  the  presiden- 
;specially  since  President  Boris  Yeltsin's  health  and  pop- 
,y  have  been  fading  fast.  Western  policymakers  were  re- 
i  to  see  a  solid,  if  unglamorous,  successor  in  the  wings, 
it  a  month  is  a  long  time  in  Russian  politics.  As  the 
,ry  gears  up  for  parHamentary 
ions  on  Dec.  17 — ^followed  by 
dential   elections   in  June, 
-Chernomyrdin  is  ah'eady  nm- 
into  trouble.  Hi^  new  political 
r,  Our  Home  Is  Russia,  was 
iced  in  its  first  electoral  test  in 
nonal  ballot  on  Aug.  12.  One 
r  for  voters  was  persistent 
3mic    trouble,    still  severe 
;h  to  spur  the  government  to 
il  to  the  International  Mone- 
Fund  for  an  $18  billion  loan, 
iwhile,  a  new  political  star  is 
p  Former  General  Alexander 
d,  an  outspoken  populist  and 

nalist,  has  come  out  on  top  in  new  public  opinion  polls. 
)T  TO  LOSE."  For  Chemomyx'din,  the  upshot  could  be 
:he  opposite  of  what  he  hoped  for  when  he  set  up  his 
•  in  May.  Instead  of  consoUdating  his  power  base,  Our 
i  may  end  up  with  no  more  than  15%  of  the  seats  in  the 
lember  Duma,  analysts  predict.  That  could  give  Cher- 
Tdin's  opponents — or  even  Yeltsin — a  chance  to  call  for 
jsignation  on  the  grounds  that  he  failed  to  win  a  man- 
Says  Moscow  political  consultant  Sergei  Mikhailov: 
I  momyi-din  has  a  lot  to  lose." 

I  e  Prime  Minister's  dilemma  is  partly  a  result  of  Russia's 
lascent  democracy.  As  many  as  100  political  parties  are 
ited  to  take  part  in  the  December  elections,  confusing 


GLOBAL  WRAPUP 


CHERNOMYRDIN:  The 

target  of  discontent 


voters.  The  centrist  Our  Home  party  was  set  up  with 
Yeltsin's  endorsement  to  create  the  basis  for  a  two-party 
system  in  Russia.  Made  up  of  federal  bureaucrats  and  high- 
level  local  officials,  it  was  dubbed  "the  party  of  power." 
RATINGS  SLUMP.  Now,  that's  a  habihty.  "Chemomyi'din's  bloc 
is  seen  as  the  status  quo,  so  eveiyone  will  run  against  it," 
says  Michael  McFaul,  an  analyst  at  the  Caniegie  Endow- 
ment for  International  Peace  in  Moscow.  Even  Yeltsin  has  dis- 
tanced himself  from  Our  Home,  keeping  his  options  open.  Al- 
though Yeltsin's  approval  rating  has  slumped  to  a  dismal 
4.8%,  Kremlin  observers  say  he  wants  to  run  again  next 
year.  Some  believe  Yeltsin  might  even  call  off  the  presidential 
elections  if  he  decides  he  can't  win. 

Over  the  next  few  months,  Cher- 
nomyi'din  will  be  cranking  his  par- 
ty's campaign  into  full  gear  With 
support  from  businesspeople,  Our 
Home  seems  on  track  to  raise  fi-om 
$20  million  to  $50  million  in  cam- 
paign fimds.  The  trick  will  be  trans- 
forming that  money  into  votes.  In 
the  1993  elections,  business  gave 
more  than  $200  million  to  the  Rus- 
sia's Choice  party  led  by  Yegor  T. 
(  laidar,  but  nationalist  Vladimir  V. 
Zhirinovsky  gained  the  most  votes. 
Zhirinovsky  may  win  fewer  seats 
tliis  time  as  voters  switch  to  Lebed. 
To  come  out  of  the  December  ballot  stronger,  Chernomyr- 
din has  to  emerge  as  one  of  the  top  two  vote-getters.  For 
now,  the  betting  is  that  the  election  may  lead  to  a  virtual 
stalemate:  five  or  six  parties  sharing  almost  equal  blocs  of 
seats  in  the  Duma.  That  would  thi'ow  the  presidential  race 
wide  open.  So  both  Westerners  and  Russians  should  be  pre- 
pared: It  may  take  many  more  political  fights  to  decide 
who — if  anyone — succeeds  Yeltsin. 

By  Patricia  Kranz  in  Moscow 


S^MANY'S  CRACKDOWN 

'  ermany's  first  insider-trading  con- 
ion  under  a  year-old  law  bolsters 
:  ms  by  Frankfurt  officials  that  Ger- 
1  ly  can  create  more  transparent  fi- 
eial  markets.  Federal  authorities 
d  Harald  Kronseder,  a  member  of 
ii  founding  family  of  beverage-ma- 
;  lery  maker  Krones,  $1.3  million, 
r  nseder  sold  $800,000  worth  of 
>  res  last  November  before  Ki'ones 
"  ised  its  profit  forecasts  downward. 

lore  penalties  may  be  on  the  way. 
1   authorities  are  extending  their 


probe  to  employees  of  Commerzbank, 
which  is  Krones'  bank.  Altogether, 
the  65-person  securities  watchdog 
team  has  launched  16  investigations. 
"This  is  all  part  of  building  a  new  eq- 
uity culture  in  Germany,"  says  Georg 
Wittich,  head  of  the  Federal  Supervi- 
sory Office  for  Securities  Trading. 

TOKYO  UPROAR 

►  A  Moody's  Investors  Service  study 
on  Japan's  fragile  banking  system  has 
sparked  a  furor  in  Tokyo.  Moody's 
new  rating  system — from  A  for  excel- 
lent to  E  for  desperate — suggests 


that  Japan's  debt-laden  banks  are  in 
more  trouble  than  originally  thought. 

Moody's  assigned  10  of  Japan's  50 
major  banks  its  lowest  rating.  Japa- 
nese bank  execs  were  quick  to  criti- 
cize the  ranking,  which  drove  the 
Nikkei  down  by  1.4%  on  Aug.  21. 

But  Moody's  isn't  the  only  worried 
watchdog.  Standard  &  Poor's,  a  unit 
of  The  McGraw-Hill  Companies,  pub- 
lisher of  BUSINESS  WEEK,  has  placed 
five  banks  on  its  Creditwatch  list  for 
a  possible  downgrade.  The  Interna- 
tional Monetary  Fund  has  also  found 
Japan  to  be  slow  in  tackling  the  crisis. 
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A  THREE-WAY  JUMP  BALL 
IN  THE  NBA 

If  dissident  players  scrap  the  union,  the  season  could  be  lost 


For  more  than  a  decade,  the  Nation- 
al Basketball  Assn.  has  enjoyed 
peace  and  prosperity  while  baseball 
and  football  bounced  from  one  labor  ca- 
tastrophe to  the  next.  Now,  the  nba, 
too,  is  teetering  at  the  edge  of  a  nasty 
labor  battle. 

The  central  problem  is  one  most  em- 
ployers and  employees  would  love  to 
have:  how  to  split  up  a  fast-growing 
pie.  Dissident  players,  led  by  superstars 
Michael  Jordan  and  Patrick  Ewing, 
think  the  new  six-year  pact  the  basket- 
ball playei's'  union  and  the  nba  I'eached 
in  mid-August  would  undercut  players' 
ability  to  sell  their  sei^vices  to  the  high- 
est-bidding team. 

SHOWDOWN.  Instead,  they  want  play- 
er's to  decertify  the  union.  The  idea  isn't 
necessarily  to  dump  it  permanently  but 
to  clear  the  way  for  suing  the  NBA  on 
antitrust  grounds,  which  player's  can  do 
if  no  union  exists.  This  would  forx-e  own- 
ers into  a  better  deal,  they  say,  just  as 
an  antitrust  suit  against  the  National 
Football  League  scor'ed  football  players 
a  better-  contract  a  few  years  ago. 
Meanwhile,  the  NBA  fu*ed  a  pr-eemptive 
shot  by  locking  out  the  player's. 

Showdown  time  is  coming  in  early 
September,  when  the  National  Basket- 
ball Players  Assn.'s  425  members  will 
vote  on  decertification.  If  a  major'ity 
says  no,  players  will  likely  approve  the 
new  pact,  which  lower's  their'  shar'e  of 
total  revenues  to  48%.  But  if  player's 
say  yes  to  a  decert, 
the  league  will  face  SHAQ  O'NEAL: 
a  dilemma.  It  could 
sweeten  the  pot.  Or 
it  could  continue  the  lockout,  as  Com- 
missioner David  J.  Stem  vows  to  do, 
and  nm  the  r-isk  of  a  worse  contract — 
plus  potentially  huge  antitrust  damag- 
es— down  the  road.  Both  sides  would 
lose  big  if  basketball  ends  up  replaying 
a  disaster  like  baseball's  last  year. 

So  far,  the  player's'  vote  is  too  close 
to  call.  Some  200  ]>layers  signed  decert 
petitions  this  summer,  but  others  think 
the  strategy  is  too  risky.  "Decertification 
gets  you  nowhere  but  into  a  courti'oom," 
says  Utah  Jazz  guard  John  Stockton. 
Says  Los  Angeles  agent  Leonar'd  Ar-- 


STICKING  WITH 
THE  UNION? 


mato:  "Labor  strife  causes  ir^r'epar'able 
harm  to  the  sport,  like  in  baseball."  He's 
advising  clients  such  as  Or'lando  center 
Shaquille  O'Neal  to  vote  no. 

Until  now,  the  key  to  basketball's  la- 
bor peace  has  been  the  salary-cap  sys- 
tem agreed  to  in  198;3.  That  pact  limited 
total  player  pay  to  53%  of  nba  reve- 
nues, vs.  the  60%  they  had  been  getting. 
However,  teams  could  use  half  a  dozen 
exceptions  to  pay  over  the  cap.  The 


So  Ster'n  proposed  what  he  ar-j 
is  a  59%  salar-y  cap,  a  limit  on  r'o 
pay,  and  fewer  exceptions.  And  he 
the  union  to  back  a  so-called  luxurj 
on  teams  that  spend  beyond  the 
cap.  But  when  dissidents  thr-eatene 
decertify,  the  league  r-escinded  the 
In  mid-July,  the  union  agreed  to 
new  pr'oposal.  But  Jorxlan  and  com] 
still  balked  and  have  continued  th( 
cert  campaign. 

Why  ar-e  the  dissidents  still  grif 
They  argue  that  the  pr-oposed  sys 
takes  away  so  many  salary-cap  ex 
tions  that  it  would  under'cut  the 
market  for  player's,  who  can  sell  i 
skills  to  the  highest-bidding  team  i 
three  year's.  Fewer  teams  could  bic 
dollar'  for'  player's  they  want.  And 
er's'  ability  to  switch  teams  for  a  b( 
deal  would  be  curtailed.  Teams 
would  have  less  room  to  manei 
since  they're  already  way  over  the 
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loopiioles  kept  salar'ies  climbing  at  dou- 
ble-digit r'ates,  even  as  revenue  gr'owth 
slumped  fr'om  20%-  a  year'  to  less  than 
10%  in  r'ecent  seasons. 

The  r'esult:  Aver-age  salaries  have 
quintupled  in  the  past  decade,  to  $L87 
million  last  season.  The  NBA  ar'gues  that 
this  amounts  to  64%.  of  r'evenues,  way 
over  the  cap.  Meanwhile,  leaguewide 
pretax  margins  collaj^sed  from  a  peak  of 
$195  million  in  1998  to  about  $70  million 
last  season,  says  the  NBA.  "We  can't  af- 
ford to  go  on  like  this  anymor'e,"  says 
Commissioner  SterTi. 
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DATA;  NATIONAL  BASKETBALL  ASSN, 


cap.  "A  fair'  deal  begins  with  wha 
had  befor'e,"  says  Chicago  Bulls  g 
Jor'dan.  "We  won't  go  back  from  th 

The  dissidents  also  don't  buy 
nba's  stats.  The  old  agreement's  d< 
tion  of  revenue  left  out  income  from 
my  boxes,  international  TV,  and  a 
billboar'ds,  which  was  either  minuscu 
nonexistent  in  1983.  But  this  rev- 
boomed  in  the  early  1990s.  The  i: 
even  won  a  legal  settlement  agains 
owners  for  excluding  this  income. 

Once  these  items  are  included,  as 
er"s  agr'eed  to  do  in  the  proposed 
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the  numbers  look  completely  diffei-ent. 
Players  got  about  53%  of  the  expanded 
revenues  last  season,  the  NBA  concedes, 
vs.  64%  of  the  narrower  revenue  defini- 
tion. And  the  new  salary  cap  woi'ks  out 
to  48%  of  the  expanded  revenue.  In  oth- 
er words,  the  previous  system  cut  the 
players'  share  to  way  below  the  old  53%- 
cap  (chail,  page  58).  When  salaries  shot 
up  to  the  cap  last  season,  owners  de- 


cided that  53%  was  too  high  after  all. 

The  question  player's  face  is  how  har-d 
to  press  for-  more.  Union  Pi'esident  Si- 
mon Gourdine  embarked  on  a  national 
tour  in  mid-Augiast  to  diiim  up  support 
for  the  new  contract.  But  Gourdine's 
fear'  of  playing  the  decer-t  car-d  left  him 
looking  weak  after  the  dissidents'  thr'eats 
prompted  owner's  to  kill  the  luxur'y  tax 
he  had  agr-eed  to.  Militant  players  ai'gue 


that  the  NBA  is  just  as  worried  attlj 
union  about  winding  up  in  a  baseaJ 
style  mess.  So  the  league  will  ca\  j 
some  more  if  they  decertify,  they  an 
The  risk  is  that  the  owners  mv.\ 
their  gr'ound.  Fans  may  soon  neeat 
sons  ft'om  their'  baseball  bi'ethren  ao; 
how  to  survive  without  a  season. 

By  Aaron  Bernstein  in  Neiv 
ivith  Kevin  Kelly  in  Chicago 


COMMENTARY 


By  Christopher  Farrell 

WHY  SOME  COMPENSATION  IS  CLEAN  OUHA  SIGHT 


The  numbers  ar'e  staggering.  Ac- 
tor' Sylvester  Stallone  gets  $20 
million  a  movie,  and  baseball's 
Bai'r'y  Bonds  some  $7  million  a  yeai'. 
Walt  Disney  Co.  Chief  Executive  Mi- 
chael D.  Eisner's  total  compensation 
was  $10.6  million  last  year — and  $203 
million  in  1993. 

These  astronomical  sums  contrib- 
ute to  one  of  the  most  wr'enching 
ti'ends  in  American  society: 
widening  income  ineciuality. 
For  instance,  the  average 
CEO  now  earns  about  53 
times  as  much  as  a  factory 
wor'ker',  up  from  some  42 
times  in  1980.  Today,  more 
than  200  baseball  playei's 
r-ake  in  at  least  $1  million  a 
season.  In  1980,  only  one 
did — Nolan  Ryan.  Stars 
ar'e  taking  home  outsize  re- 
wards not  only  when  meas- 
ur'ed  against  wor'kers.  In 
every  industry  and  profes- 
sion, stai's  earn  moi-e  mon- 
ey than  ever  compared  with  peers  in 
their  field. 

MULTIPLIER.  Why  is  talent  today 
reaping  so  much  more  than  a  decade 
ago?  The  answer  may  lie  in  the  im- 
pact of  communication  technologies 
opei'ating  in  the  global  economy, 
which  has  vastly  multiplied  the  re- 
wards to  talent  and  reputation.  Uni- 
versity of  Chicago  economist  Shei'- 
win  Rosen  calls  it  the  "economics  of 
superstars."  Economists  Robert  H. 
Fi'ank  of  Cor-nell  University  and 
Philip  J.  Cook  of  Duke  University  la- 
bel this  phenomenon  "winner-take-all 
markets"  in  their  book.  The  Winner- 
Take-All  Society. 

Here's  the  idea.  It  has  always 
been  the  case  that  everyone  would 
like  to  listen  to  the  best  singers  and 
watch  the  best  cinematic  heroes. 


Similai'ly,  in  the  high-stakes  business 
wor'ld,  ever-y  board  of  directors 
wants  the  fier'cest,  smartest,  and 
best-i-egar'ded  chief  executive  it  can 
find.  Indicted  for  murder?  Hir'e  the 
best  lawyer.  And  so  on. 

What's  different  now  is  that  mar- 
kets keep  getting  bigger'  and  bigger: 
In  almost  ever'y  industry,  from  enter- 
tainment to  softwar-e  to  consulting. 


Winner  Takes  All 


SYLVESTER  STALLONE: 

After  Judge  Dredd, 

$20  million  a  movie 


MICHAEL  D.  EISNER: 

Disney  CEO,  $10.6 
million  last  year 


inter-national  business  is  gr'ow 
ing  in  significance.  Even 
mostly  local  businesses  such 
as  electric  utilities  compete 
on  a  lar-ger'  national  and 
intei'national  stage. 
Whoever  gains  star 
status — thr'ough  skill  or 
luck — has  the  leverage  to  get  a  big 
chunk  of  the  action. 

Many  of  today's  super-stars  ar'e  go- 
ing global.  Eisner  r-uns  a  worldwide 
media  behemoth.  Ar-nold  Schwai-z- 
enegger's  action  films  ar-e  hits  in  the 
U.  S.  and  overseas.  Bar-bi-a  Str-eisand 
reaches  miUions  through  the  global 
technologies  of  radio,  records,  televi- 
sion, and  satellite  hookups.  Cable  TV 
has  transformed  Johnnie  L.  Cochran 
Jr.  ft-om  a  local  Los  Angeles  figTir-e 
into  the  world's  most  prominent  law- 


yer— fame  that  can  only  enhance  hi 
potential  to  ear-n  big  bucks.  Their' 
professions  may  differ,  but  the  eco- 
nomics underlying  their  stratosphei: 
paychecks  is  the  same. 
CMIEER  LOTTERY.  The  sur-ge  in  cele 
r-ity  income  can  be  both  bad  and  go( . 
The  lure  of  dollar-  signs  can  lead  tho- 
sands  of  youngsters  to  squander  the- 
energy  on  what  amormts  to  winning 
an  occupational  lot- 
tery, such  as  becon: 
ing  a  professional 
athlete  or  a  movie 
actor.  On  the  othe 
hand,  superstar-  ii 
comes  can  prope 
economic  growtl 
Look  at  the  bus 
ness  her'oes  of  tl 
1990s,  such  as  M 
ci-osoft  Cor-p.'s  billion- 
aire founder-,  William  ] 
Gates  III.  Thanks  to 
him  and  hundreds  of 
other  high-tech  stars, 
hordes  of  enterpr-ising 
people  ai-e  starting 
their  own  companic 
and  developing  rie 
technologies.  Ma 
of  them  will  fai 
but  their-  enti't 
pr-eneur-ial  eff(  >  ■ 
are  building  the  new  inforination 
economy. 

Today,  global  commer-ce  is  roar-in 
ahead,  as  the  developing  world  and 
the  former  East  bloc  embr-ace  ft-ee) 
mar-kets.  Communications  technolo 
gies  ai-e  forging  str-onger  links  be- 
tween nations  and  peoples.  You  ha( 
better  get  ready  for  even  bigger 
salar-ies  tomorrow. 

Farrell  is  a  business  week 
economics  editor. 


BARRY  BONDS: 

Fielder  of  dreams, 
$7  million  a  year 
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Iiiiai^iiiL'  h;i\  in,i!the  powi^r  to  do  all  the  things  that  a  Macintosh 
encint;  from  oniorbtalion-plns  speedy  The  power  to  pnsh  not 
To  see\ideo  riiiivoiir  conipuler  bnt  the  limits  of \()ur  creativity 
on  your  televisioiplisli  in  minutes  what  once  took  hours.  To  have 
that  contain  ph^sk  flexible  enougli  to  change  when  voiir  needs 
and  graphics.  Itfie  freedom  to  grow.  The  freedom  to  adapt.  It's 
businesspeopleDmeswith  the  I'ower  .Macintosh  9S()().The  heart 
series,  you  ha\erful  desktoj)  |)ublishing  solution  ever  created. 


O  I 

Q.  j 


le  only  thing  more 
ul  than  a  Macintosh 
3ur  imagination. 

lew  family  of  Power  Macintosh  computers. 

Iit\,  Intnidiicin;^  the  new  family  of  Power  Maciiitosli 
The  professional  Macintosh  familv.  Faster  than  a 
More  powerful  than  a  hurst  of  inspiration.  And  more 
nputer  in  the  world. 
_^_ne\er  heen  given  so  much  room  lo  grow. 
^^HPl'M'  machines  lies  the  rocks-like-a-hurricane  PowerPC, 
^H^^;...ii  the  new,  ultrahigh-performance  (i(H  KlSli  chip 
^^^^^■ast  :ls  a  dual  1(1(1  MHz  Pentium  chip.  Its  also  huilt  onto 
^^^^^Herboard,  ensuring  vou  an  eas\  upgrade  path. 
^^^^^H  concerned,  the  true  test  of  a  computers  power  is  what 
^^^^^Aith  it.  .And  in  the  ca.se  of  these  machines,  it  mav  very 
^^^^Hcan 

^^Bitosh  9S()()  is  the  heart  of  the  most  powerful  publishing 
^^Hm  a  desktop.  Your  favorite  software  aiiis  faster  than  e\ei' 
^HH\ou  [irotluce  ivsults  faster  than  ever  before.  And  we've 
■■-  — ^  ,,*T-fi^^^ ' '  N I ■  I n I  PCI  architecture  loreven  greater  llexihility 

i  sepower  the  Power  .Macintosh  SSdO  flies  through 
^'     like  (iAU/CAM,  ,vl)  modeling  and  3-11  rendering. 
Jeo-in/video-out  capabilities,  as  well  as  CD-quality 
r  iieen  easier  to  create  on-line  movies  in  minutes. 
Imagine  having  the  [mance.  Low-end  price.  Its  what  makes  the  Power 
into  somethinguiu  c;t,  perfect  for  anv  size  business.  Like  all  Power  Macintosh 
video  as  easilv  as  vou  lewith  built-in  high-speed  Lthernet  networking, 
ing  creative  solutionsii;  means  more  power  for  evervthingvou  do;  searching 
perform  them.  Now  together  a  videoconference,  updating  a  spreadsheet 
functionalit\  of  a  ,\la(A's  OS.  Hvervthing. 

maximize  vour  most  \ter  on  a  new  Power  Mac.  So  vou  spend  more  of  vour  time 
.SSOO.'Fhe  shortest  disbs  time  w  aiting  for  your  computer  to  catch  u]iwith  vou, 
y  not  about  how  [lowerful  the  computer  is.  Its  about 
nputer  makes \ou.  The  power  to  turn  inspiration  into 
')n)ducts,\ision  into  i'ealit\,The  power  to  be  vour  best. 


The  Power  Macintosh  9500. 

IJihir  i;j  nil:  I'li/ivrl'i  (<ih  AVsr  /f/vniMrw' 
I'riiccsMir  iiji^^rdilnhh'  rill  iliiii'^hlcrhiiiinl 
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lliiill  III  llHkisc  Tdikl Wl  l  lilhcnicl 

The  Apple  Color 
LaserWriter  12/600  PS. 

Inic  dim  Jjn 

.\/i/>li-  I  '.iiliir  I'liiiliKii-iiitc 

ijihrSyiic  J II 

12  lijiiii  hlcick.  ')  /i/iiii  oiliir 
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Aihhc  riisiscrilil.  I.ci  vl  2 

Biiill'iii  Elheriivl  jur  Xnrvll. 
A/i/ilclnll.'  iirTi:i'/ll'  ihiinirks 


The  Power  Macintosh  8500. 
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The  Power  Macintosh 
7200  and  7500. 

.)'  I'll. July 

Hiiill-iii  liilkisc  T iiiul X\l  I  Elhcmd 
7500 

11)11  Mil:  I'ninrl'i:  hill  RISC /irnivssiir 
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I'lir  niinv  iiilnniiiiliiiii  risil  lis  mi  Ihc  liilcniii  ill  hll/i  //irinr  ii/>/ili-  cmil 


The  power  to  be  your  best. 
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evelopments  to  Watch 


ED  BY  OTIS  PORT 


>ASSEL  OF  PIXELS  FOR  SHARPER  IMAGES 


•HNOLOGY  FOR  COMPUTER 

plays  lags  far  behind  the 
elopment  of  other  com- 
ents.  The  University  of 
inesota's  new  Laborato- 
or  Computational  Sci- 
e  &  Engineering  aims  to 
that,  armed  with  a 
0,000  grant  from  the  Na- 
lal  Science  Foundation. 
it  a  supercomputing  con- 
mce  last  November,  it 
eiled  an  imaging  tech- 
)gy  featuring  8  million 
»r  dots,  or  pixels.  That's 


double  the  pixel  count  in  to- 
day's best  monitors.  For 
this  year's  meeting,  Paul 
Woodward,  the  lab's  direc- 
tor, hopes  to  show  off  a  sys- 
tem with  16  million  pixels. 
That  would  match  35mm 
film  quality,  which  is  what 
Hollywood  needs  to  simpliiy 
the  creation  of  digital  ef- 
fects. The  technology  can 
also  display  multiple  slices 
of  a  3-D  simulation,  so  sci- 
entists can  study  what's 
happening  at  various 


depths — for  example,  in  the 
tornado-like  vortices  near 
the  surface  of  the  sun. 

To  produce  full-motion  im- 
ages with  such  sparkling 
resolution,  the  Minnesota 
lab  harnesses  multiple  work- 
stations so  each  handles  a 


different  section  of 
the  image.  That 
requires  clever 
programming  to 
keep  the  machines 
synchronized  be- 
cause it  takes  a 
few  milliseconds — 
an  eternity  to 
high-speed  processors — for 
data  to  zip  between  comput- 
ers. Woodward  believes  it 
may  be  possible  to  keep 
computers  in  sync  even  for 
the  30  milliseconds  that  data 
need  to  shuffle  between  ma- 
chines on  opposite  coasts. 


AP  GUITARS- 
GOOD 
SATIONS 


SPACE  ENGINEERS  MAY 

discovered  a  way  to 
1  high    technology  to 
inexpensive  guitai's 
(  ther  string  instruments 
ey  sound  much  better, 
started  when  Steven 
iffin,  who  is  studying 
is  doctorate  in  aero- 
engineering  at  the 
ia  Institute  of  Technol- 
w.l  who  strums  a  guitar 
iax,  started  wondering 
custom-made  guitars 
0  sound  so  much  richer 
■   their  garden-variety 

I  IS. 

strategically 


placed  sensors.  Griffin  found 
that  a  guitar's  main  sound 
stems  from  the  primary  vi- 
brations of  the  upper  plate, 
the  part  to 

- 


ing 


which  the  bridge  is  attached. 
He  found  that  the  secondary 
vibrations  generate  the  over- 
tones that  are  especially 
pleasing  to  the  ear.  But 
many  secondary  vibrations 
get  absorbed  by  the  thick 
wood  used  in  inexpen- 
sive guitars. 

Griffin  figured  that 
technology  could  com- 
pensate for  this  damp- 
ing. So  he  installed  a 
small  piezoelectric  crys- 
tal on  the  upper  plate, 
which  converts  a  minute 
current  from  two  9-volt  bat- 
teries into  vibrations  that 
help  the  upper  plate  gener- 
ate the  desired  overtones. 
Next,  Griffin  plans  to  test 
the  concept  on  other  string 
instruments. 


I  NON  GIVES  POWER  TO  THE  PUPIL 


i  ;AN0N  INC.'S  UPCOMING 

"  icorder  and  35mm  film 
c  leras,  the  eyes  have  it — 
e  :ro!,  that  is.  The  eye-con- 
t  system  in  the  viewfinder 
b  luch  more  advanced  than 
t  original  technology  in 
C  .on's  EOS  A2E  35mm 
c  era,  introduced  three 
\  fs  ago.  That  system  han- 
c  I  only  focusing.  The  new 
e  -control  capabilities  also 
f  ure  "look-at"  menus. 

Vith  the  new  ES5000 
c  icorder,  you  can  select 


options,  such  as  fading  and 
strobe  effects,  just  by  star- 
ing for  two  seconds  at  a 
menu  listing.  Eye  move- 
ments can  handle  nearly 
everything  except  zoom 
control.  Sensors  in  the 
viewfinder  determine  pre- 
cisely where  you're  looking 
by  measuring  the  position 
of  the  eye's  iris. 

This  gadgetry  isn't  cheap. 
When  the  ES5000  makes  its 
debut  in  September,  it 
should  cost  close  to  $2,000 


even  at  discounters.  But  the 
price  could  fall  as  Canon 
puts  the  technology  to  work 
in  more  products.  New 
35mm  cameras,  the  qd  se- 
ries, are  also  due  this  year, 
and  Canon  sees  a  future  for 
eye  control  in  TVs  and  other 
consumer-electronics  gear. 
"The  way  we'll  interact 
with  home-entertainment 
systems  is  going  to  be  revo- 
lutionized," says  Michael 
Zorich,  technical  coordinator 
for  Canon  usA  Inc. 


INNOVATIONS 


■  Polymer  chemists  usually 
have  to  be  satisfied  with 
making  materials  that  are  re- 
active only  in  a  few  places. 
In  the  Aug.  25  Science,  how- 
ever, Cornell  University  re- 
searchers led  by  Jean  M.J. 
Frechet  describe  how  they 
build  polymers  with  dozens 
of  reaction  points.  These  poly- 
mers are  shaped  like  trees, 
not  chains.  The  extra  reac- 
tive sites  should  produce 
plastics,  coatings,  and  lubri- 
cants with  a  wider  variety  of 
properties. 

■  A  tomato  a  day  keeps 
heart  attacks  away?  Could 
be.  Scientists  at  Technion- 
Israel  Institute  of  Technology 
in  Haifa  believe  tomatoes 
may  contain  antio.xidants  sim- 
ilar to  those  in  red  wine. 
These  compoimds  reduce  cho- 
lesterol oxidation,  which  can 
lead  to  heart  attacks  and 
strokes,  by  up  to  70%. 

■  Cooling  molded  aluminum 
parts  has  always  been  a  hit- 
or-miss  proposition.  It  can 
take  weeks  of  expeiiments  to 
find  a  procedure  that  doesn't 
hull  the  part's  performance. 
But  now,  computer  simula- 
tions can  determine  the  best 
quenching  methods  before  the 
first  part  is  fabricated.  The 
new  softwai'e  was  developed 
by  Issam  Mudawar,  a  me- 
chanical engineering  profes- 
sor at  Purdue  University. 
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ed  troops  poured  across  the  Czech  bor- 
der  last  November,  trying  to  capture  -*- 
Germany.  In  the  counterattack,  U.S:||: 
Air  Force  Captain  Reid  D.  Reasor  fle\\r|;; 
an  F-16  out  of  Ramstein  Air  Force,^: 
Base,  dropping  cluster  bombs  on  bridg-|<t;; 
ankers,  and  Red  regiments.  "You  got  sweati- 
ngs up  on  your  forehead,"  he  recalls.  "You%- 
hear  anxiety  in  your  wingman's  voice  wheil|S' 
fOt  separated." 

;tty  exciting — for  a  battle  that  never  hap- 
i  Reasor  spent  the  whole  time  inside  a 
simulator  in  Mesa,  Ariz.  As  he  looked  out^ 
canopy"  of  his  F-16,  computers  worked  furi- 
to  generate  the  passing  view  of  European's- 
3,  hills,  and  towns.  The  Army-led  exercise  J".- 
ected  more  than  300  sites,  ranging  from  sub- 1  . 
larine  simulators  in  Newport,  R.I.,  to  infantry  t  , 
simulators  in  Grafenwohr,  Germany. 

The  key  to  the  biggest  military  simula- 
tion  ever  was  3-D  computing.  Simula-  :, 
^       tions  in  three  dimensions  are  a 
cheap,  safe  supplement  to  conven-  f^-^ 
tional  exercises  in  a  time  of  bud- ; 
i^^^  austerity.  The  Defense  Dept.  r  , 

-^^^^    plans  an  even  larger  video  war 
^^^^    game  for  1997. 
^...•  '^^^       You  don't  have  to  work  at"; 
r^iP?^^    the  Pentagon  to  appreciate 
"^10^1^^;^    3-D  computing.  It's  pervading 
the  civilian  realm  as  well.  Just 
^S^^!^   a  few  of  the  fields  expanding  "  •. 
^i^^^^:^    their  horizons  through  3-D  vi- 
y^^^    sion:  medicine,  oil  exploration,  ^ 
BL^^^^    product  design,  and  architec- 
[^^^     ture — not  to  mention  video 
games,  advertising,  and  movies.  ; 
While  there's  no  good  estimate  of 
^       the  overall  3-D  market  size,  just  look 
at  Silicon  Graphics  Inc.  SGI,  the  pre- 
mier makei-  of  3-D  computer  workstations, 
more  than  tripled  its  revenue  since  1991,  to 
>illibn  in  the  year  ended  June  30.  , 
pie  who  want  to  try  3-D  out  for  themselves 
go  no  further  than  the  local  toy  store  or 
iter  dealer.  Nintendo,  Sega  Enterprises,  Sony,  ' 
thers  are  relying  on  dazzling  3-D  effects  to 
late  sales  of  a  new  generation  of  high-pow-, 
^ame  machines.  And  3-D  games  are  coming  to 
)me  personal  computer  as  well,  thanks  to  3-D 
ics  boards  from  the  likes  of  Creative  Technolr 

IDlabs,  3Dfx  Interactive,  and  nvidia. 
ay's  3-D  is  a  new  variation  on  a  familial'/, 


A  NEW  WAY  OF  SEEING 

The  possibilities  of  3-D,  still  in  its  infancy,  are 
just  beginning  to  take  shape.  But  it's  already 
turning  up  in  a  wide  range  of  applications 

Jfk  "1^  I     MEDICINE  Yellow  blobs 
^i^tt'  in  a  CAT  scan  image  from 

1^  Elscint  represent  calcifica- 

^JigJ^**  tions  on  the  aorta,  which 

, '  "  carries  blood  from  the 

,  .mSJh^-  heart. 


MOVIES/ADVERTISING  Indus 
trial  Light  &  Magic  created  43  min- 
utes of  3-D  computer  animation  for 
Casper.  Objects  behind  the  ghosts 
are  distorted,  adding  to  the  illusion. 


ENGINEERING 

Software  from 
Intergraph  shows 
the  pipes  beneath 
a  ship's  deck. 
If  the  ship's  de- 
sign changes,  the 
piping  routes  are 
automatically 
updated. 


■  SCIENCE  A  red-and-yellow  ; 
enzyme  surrounds  and  snips  a'} 
blue  double  helix  of  DNA  in  a  ' 
model  from  calculations  by  the' 
University  of  Pittsburgh's  John 
Rosenberg.    ..'i v:- ■    '.^ '•  -' 


GAMES  Play- 
ers maneuver 

2  Egghead  Shred 
9    by  wearing  . 

3  sensors  and  ' 
making  skiing 

I  motions.  Dallas- 
■    based.  Paradigm 

Simulations 
/r     created  the  game 
'r^^i    as  an  offshoot 
of  defense  work. 

MILITARY  Twelve 
video  images  are  pro- 
jected inward  onto  a 
faceted  dome  in  a 
new  generation  of 
cheaper,  more  lifelike 
flight  simulators. 


DATA  VISUALIZATION 

Themescape  software  from 
Pacific  Northwest  Laborato 
Ties  highlights  connections 
between  documents  by 
graphing  the  frequency  of 
overlap  between  words  use 
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theme:  evei-  more  poweiful  and  cheaper  computers.  The  fan- 
fold  paper  piintouts  of  yesteryear  gave  way  to  screens  with 
monochrome  text,  followed  by  windowing  software  and  sim- 
p\e  gi-aphics.  Now,  the  windows  are  being  thrown  open.  "3-D 
was  always  seen  as  a  very  specialized,  high-cost  option,  like 
an  expensive  spice  from  China.  That  day  is  passing  fast,"  says 
Dan  Mapes,  president  of  SynergyLabs,  based  in  San  Fran- 
cisco, which  created 
special  effects  for  the 
new  science-fiction  mo- 
vie ViHuosity.  Mapes 
does  all  his  effects  on  a  network  of  Pentium-based  PC's.  Says 
Mapes:  "We  thinly  of  3-D  as  simply  the  highest-ciuality  way  of 
transmitting  information  from  one  mind  to  another." 

That's  exactly  why  3-D  computing  is  so  important.  The 
brain  absorbs  three-dimensional  infoiTnation  like  a  sponge: 
We've  been  doing  it  since  birth.  Italian  painters  realized  that 
as  long  ago  as  the  15th  centmy,  when  they  added  pei'spective 
to  their  jaaintings,  aided  by  the  geometrical  insights  of  Floren- 
tine ai'chiteet  Filippo  Bmnelleschi.  He,  in  turn,  had  simply  re- 
discovered the  classical  Romans'  "vanishing  point" — that  far- 
away spot  in  a  scene  at  which  all  parallel  lines  seem  to 
converge.  Today,  computers  make  it  possible  to  step  inside 
those  perspective  images  and  look  around — say,  wander 
aroimd  a  viitual  piazza  and  look  back  at  the  way  you  came  in. 
Says  Edward  R.  McCracken,  Silicon  Graphics'  chainnan  and 
ceo:  "Someday,  all  computers  will  be  a  window  into  three- 
dimensional  space." 

SMOOTH  SAILING.  3-D  computing  isn't  limited  to  virtual  real- 
ity, whose  devotees  dress  up  in  goggles  and  gloves  to  im- 
merse themselves  in  an  artificial  environment.  Most  people 
who  do  3-D  computing  aren't  interested  in  total  immersion — 
just  added  insight. 

These  are  early  days  for  3-D.  Even  the  fastest  worksta- 
tions require  hours  to  render  a  single  complex,  high-quality 
image  using  3-D  tools — say,  one  fi-ame  of  an  animated  movie. 
But  that  limitation  is  a  good  sign:  If  people  use  3-D  now,  de- 
spite the  inconvenience,  imagine  how  much  they'll  use  it 
when  computers  are  vastly  more  poweiful  in  5  or  10  years. 

Look  how  they're  using  it  already.  New  Zealand  sailed 
off  with  the  Americas  Cup  this  year  with  the  help  of  a  "dig- 
ital wind  tunnel" — a  Silicon  Graphics  woi'kstation  next  to 
the  docks  in  San  Diego  that  allowed  its  team  to  analyze 
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SYNTHETIC 
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Here's  how  graphic 
artist  Alan  Henry 
built  and  flew  a  bee, 
using  a  Goramodore 
Amiga  computer  and 
Imagine  software 
from  Impulse  Inc. 
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nearly  10,000  design  variations  in  two  months.  In  Jat 
contractors  mounted  twin  camera  "eyes"  on  unmanned  i 
dozei-s  last  year,  producing  3-D  displays  that  let  them  reni 
ly  control  the  earth  movers  as  they  cleared  land  around} 
Unzen  Fugendake  MoLmtain  volcano.  In  the  ultimate  confi] 
tion  of  its  hipness,  3-D  made  its  debut  this  year  oni 
World  Wide  Web.  Instead  of  pages,  people  are  buiL 
"rooms"  occupied  by  3-D  objects — finally  adding  spaci 
ness  to  cyberspace. 

The  high  sales  volumes  generated  by  video-game  tech] 
gy  ai'e  driving  dovm  the  price  of  3-D  equipment,  and  this 
mer's  new  3-D  products  for  home  computer-s  should  accek 
the  trend.  These  acceler-ator  chips  cost  PC  and  boar'd  maSI 
$30  to  $40  apiece,  one-fifth  the  price  of  their  cheapest  pr 
cessors,  says  Jon  Peddie  Associates  of  Tiburon,  Calif.  Tb 
still  a  mar'ket  for  the  $150-and-up  chips — mainly  in  design 
engineering,  where  geometric  accuracy  is  paramount, 
chips  are  becoming  widely  available.  While  giants  sue 
Digital  Equipment  Corp.  make  them  in-house,  smaller 
signers  hire  any  of  several  com.panies  for  fabrication. 

Plunging  prices  will,  in  turn,  expand  the  ways  busine 
can  speed  analysis  and  design  to  lower  costs.  Voith  Hydro 
of  Yor-k,  Pa.,  uses  3-D  computational  fluid  dynamics  soft\ 
in  place  of  scale  models  to  test  the  efficiency  of  small  turl 
that  it  sells  to  hydr-oelectric  power  plants.  That  substituti( 
a  huge  savings,  since  physical  models  cost  $500,000  apiec 
build  and  test.  The  software  isn't  accur-ate  enough  ye 
supplant  models  for-  big  hydropower-  turbines,  but  it  helps 
gineers  build  models  that  require  fewer  costly  tweaks, 
Richar-d  A.  Fisher-  Jr.,  vice-pr-esident  for  technology.  3-D 
ware  also  produces  ideas  for  better  designs — crucial,  '. 
er  says,  since  a  0.1%  efficiency  gain  can  be  wi 
$1  million  to  a  customer. 

For  scientists,  the  appeal  of  3-D  is  the  stimulation  it 
vides  for-  their  imaginations.  James  Watson  and  Francis  ( 
tinker-ed  with  balls  and  sticks  to  figure  out  the  helical  st 
ture  of  DNA.  With  computers,  the  toying  is  or-ders  of  ma 
tude  mor-e  sophisticated.  A  good  example  is  X-ray  crysta 
r-aphy,  a  pr-ocediu-e  for  figuring  out  the  placement  of  aton 
lar-ge  molecules.  Computer-s  can  make  a  r-ough  guess  base 
the  patter-n  made  by  the  r-ays  deflected  off  a  crystal! 
molecule.  But  to  get  the  positioning  exactly  right,  scien' 
like  to  use  a  ver-y  special  computer:  the  visual  corte: 


3 Then  he 
assem- 
bles the 
parts, 
including 
joints  so 
the  wings 
can  flap 


2 He 
reshapes 
the  building 
blocks  into 
bee  parts 


4 He  sets  ar 
overhead 
view  "flight 
plan"  for  the 
bee  and  deci 
where  the  flig 
will  be  viewei 
from  (camera 
lower  right) 
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tEX:  ULTRAREALiSTIC  IMAGES 
MAKING  THEIR  WAY  TO  THE  PC 

own  brains.  Wearing  virtual-real- 
.ggles  and  gloves,  they  go  "inside" 
I  molecule  model  and  rearrange 
,oms  by  hand  until  the  model  fits 
ata. 

•geons  like  3-D  for  similar  reasons, 
e  1930s,  radiologists  created  3-D 
•s  by  crossing  their  eyes  as  they 
1  at  two  offset  X-rays  of  the  same 
Now,  computers  do  the  job  for 
using  data  not  only  from  X-rays 
so  from  magnetic  resonance  imag- 
id  positron  emission  tomography. 
FCASE  HIT."  3-D  is  SO  newly  prac- 
hat  many  people  who  could  bene- 
im  it  Still  aren't.  Most  architects 
refer  to  deal  with  2-D  blueprints  and  cardboard  mock- 
arguing  that  computers  spoil  the  design  process.  A  few 
itching  on,  though.  Seattle-based  Callison  Architecture 
ises  3-D  not  only  for  design  but  also  foi-  videotaped 
.tions  that  give  such  clients  as  Boeing,  Microsoft,  and 
!  Bauer  a  feel  for  what  a  new  building  will  be  like. 
James  P.  Rothwell,  a  Callison  principal:  "Clients  love  to 
these  videos  around.  They  become  a  briefcase  hit." 
w  applications  are  heating  up  the  battle  for  supremacy 


ngs  the  bee  alive  by  choosing  its  colors,  texture. 
It  iveness,  and  transparency 


in  3-D  space.  Microsoft  is  making  3-D  a  priority.  Last  year,  it 
bought  Montreal-based  Softimage,  one  of  the  main  suppliers 
of  software  for  high-end  special  effects  in  movies  and  TV 
commercials.  While  Softimage  currently  runs  on  Silicon 
Grapliics  macMnes,  Microsoft  is  making  it  run  on  pes  that  use 
the  Windows  NT  operating  system  as  well.  Microsoft  has 
also  snagged  a  small  British  company  called  RenderMor- 
phics,  giving  it  what  is  likely  to  become  the  progi'ammer's 
standard  for  creating  PC-based  video  games. 

Quietly,  Microsoft  Chairman  William  H.  Gates  III  has  as- 
sembled what  University  of  Utah  computer  scientist  Richard 
F.  Riesenfeld  calls  "the  lai-gest  coUection  of  gi-aphics  talent  un- 
der one  roof  in  the  world."  -James  T.  Kajiya,  hired  from  the 
California  Institute  of  Technology  last  yeai',  is  working  on  a 
new  standard  for  fast,  cheap  3-D  software  and  hardware 
aimed  at  consumers.  Anothei'  hire,  Alvy  Ray  Smith,  co- 
founder  of  comjiuter  animator  Pixar  Corp.,  says  he  has  want- 
ed for  years  to  pull  together  sound,  ]>ictures,  and  animation 
into  one  easy-to-use  package.  "Nobody  was  big  enough  to  pull 
it  off,"  he  says.  "I  think  Microsoft  might  be." 

Besides  Microsoft,  giants  taking  aim  at  the  high  end  of  3-D 
computing  include  Sun  Microsystems,  king  of  the  Internet; 
Hewlett-Packard,  with  new  graphics  accelei'ators;  dec;  and 
IBM,  which  is  encouraging  Hollywood  animatoi's  to  rent  pro- 
cessing time  on  its  giant  SP2  supercomputer  in  Maui,  Hawaii. 
REARGUARD  ACTION.  For  now,  Mountain  View  { Calif. )-based 
Silicon  Graphics  is  raking  in  money  and  riding  high.  Taking 
advantage  of  its  lofty  share  price,  SGi  used  $500  million  in 
stock  last  Febiuaiy  to  snap  up  two  premier  software  compa- 
nies. Alias  Research  Inc.  and  Wavefi-ont  Technologies  Inc.  In 
May,  it  agi'eed  to  develop  a  computer  animation  system  joint- 
ly with  DreamWorks  SKG,  the  "Dream  Team"  of  Steven  Spiel- 
berg, Jeffi-ey  Katzenberg,  and  David  Geffen. 

Still,  Silicon  Graphics  feels  the  heat.  Its  acc[uisition  of  Alias 
and  Wavefront  appears  less  a  bold  move  than  a  rearguard  ac- 
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Always  at  the  forefront  of  technology, 
SGS-THOMSON  has  scored  many  notable  firsts.  The 
chip  shown  here,  for  example,  is  the  world's  first 
commercially  available  microcomputer  with  on-chip 
power  stages.  It's  devices  like  this  that  keep  the 
electronics  industry  moving  forward  and 
SGS-THOMSON  up  there  with  the  leaders. 


SGS 'THOMSON  The  SGSTHOMSON  Microelectronics  Group  provides 
R^ilD(e[E]®[l[L[l(gir[E]®R!lD(gi    Service  and  Technology  throughout  the  v^orld: 


You  Probably 
Count  On  Us  Evety  Day 

But  You  Just  Can't 
Put  Your  Finger  On  Us 


We're  SGS-THOMSON  Microelectronics. 

We  make  the  chips  that  make  your  computer  work.  Switch  on  your  computer 
and  it's  odds  on  that  somewhere  in  the  system  an  SGS-THOMSON  chip  is 
working  for  you.  From  x86  microprocessors  through  SRAM  and  NV  memories 
up  to  our  Smart  Power  chips  that  drive  the  peripheral  devices  your  computer 
uses  to  store  and  print  data,  it's  hard  to  think  of  any  other  manufacturer  who 
can  better  our  range.  In  fact  when  it  comes  to  Smart  Power,  more  companies 
count  on  us  than  any  other  chip  manufacturer  in  the  world.  So  even  if  you 
can't  quite  put  your  finger  on  us  we  certainly  should  be  a  part  of  your 
calculations. 

We're  SGS-THOMSON,  a  force  to  count  on  in  microelectronics.  Call  us  now 
and  you'll  find  that  our  business  is  multiplying  too. 


Contact  SGS-THOMSON  on  the  following  fax  numbers: 
16  Amencas:  +  1  617  2599423  -  Asia/Pacific;  +  65  4820240  -  Europe:  +  33  50402860  -  Japan:  033  2804131 

3nce,  Italy,  United  Kingdom  -  Australia,  Brazil,  Canada,  China,  Denmark,  Finland,  Germany,  Hong  Kong,  India,  Japan, 
3laysia,  Malta,  Morocco,  The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand  and  the  USA 


It's  About  Time 
We  Got  In  Touch! 
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tion  to  make  sm-e  those  companies'  programs  don't  migrate  to 
cheaper  machines,  as  Softimage  soon  will.  Avram  MUler,  Intel 
Corp.'s  vice-president  for  coi-jjorate  development,  warns  that 
Silicon  Graphics  could  find  itself  stranded  in  a  high-end  niche 
with  expensive,  nonstandard  hai'dwai'e,  as  happened  a  decade 
ago  to  Digital  Equipment  Coip.  "This  is  dec  in  1985,"  Miller 
argues.  "Once  this  thing  starts  coming  apart,  it  comes  apait 

pretty  quick." 

Silicon  Graphics 
CEO  McCracken 
vows  not  to  let 
that  happen.  He's  ti->ing  to  get  as  many  manufactui'ei-s  as  pos- 
sible to  adopt  the  company's  chip  design,  called  mips.  Tvvo  liigh- 
volume  wins:  Sony's  PlayStation  uses  a  mips  design  from  LSI 
Logic  Coip.,  and  SGi  designed  a  MiPS-based  cliip  for  Nintendo's 
Ultra  64.  McCracken  isn't  wonied  about  Microsoft  for  the  next 
four  to  six  yeai-s,  which  he  says  is  as  far  out  as  he  can  project. 
"Let  Microsoft  and  their  paitnei-s  sell  a  few  million  units,"  he 
says.  "More  people  will  know  how  to  program  in  3-D." 

He  has  a  point.  In  these  early  days  of  the  3-D  boom,  de- 
mand is  gi'owing  at  such  a  rapid  pace  that  plenty  of  supphers 
should  be  able  to  make  a  buck  off  the  thiixi  dimension. 

Plenty  already  are.  Autodesk  Inc.,  the  maker  of  computer- 
aided  design  software  for  PCs,  has  become  a  major  force  by 
opening  up  its  3D  Studio  enteitainment  softwai-e  to  makei-s  of 
"plug-ins" — software  modules  for  special  effects  for  movies 
and  commercials  such  as  sepia  tones,  fog,  or  bubbles.  Multi- 
Gen  Inc.  speciaHzes  in  extra-fast  rendering  of  3-D  for  video 
games  and  flight  simulatoi"s — where  there's  no  time  to  create 
each  fi'ame  in  lifelike  detail.  Its  software  draws  the  buildings 
that  people  "fly"  over  on  a  caipet  in  Walt  Disney  Co.'s  knock- 
out new  Aladdin  attraction  at  Epcot  Center 
QUANTUM  LEAP.  3-D  is  generating  new  business  opportu- 
nities for  smart  companies  such  as  Viewpoint  DataLabs  Inc. 
in  Orem,  Utah.  Viewpoint  builds  evei-jlliing  fi-om  helicopters 
to  body  parts  out  of  "wireframes,"  which  look  like  chicken- 
wire  sculptures  and  are  easy  to  manipulate  by  computer. 
The  digital  prop  house  sells  these  3-D  objects  to  moviemaker, 
the  military,  and  others.  View]3oint  made  the  skeleton  on 
the  fii'st  page  of  this  article  and  progi-ammed  it  to  throw  a 
baseball  by  copying  the  ann  motions  of  human  volunteers.  A 
moviemaker  could  simply  dress  the  skeleton  in  cybei"flesh 
and  a  baseball  uniform. 

The  next  step  beyond  viewing  3-D  im- 
ages on  flat  screens  is  stereoscopy — as  in 
the  3-D  glasses  for  1950s  hoiror  movies 
such  as  Creature  from  the  Black  Lagoon. 
Stereoscopy  mimics  the  real  world,  in 
which  people  gauge  distance  by  the  way 
their  two  eyes  see  the  same  object  from 
different  angles.  Today's  viilual-reality 
goggles  are  a  quantum  leap  beyond  the 
colored  cellophane  lenses  of  the  1950s. 
Says  Linden  Rhoads,  president  of  Seattle- 


"3-D  v/as  always  seen 
as  a  specialized,  high- 
cost  option,  like  an 
expensive  spice.  That 
day  is  passing  fast" 


GULP:  A  3-D  ANIMATION  SHOWS  THE 
WORKINGS  OF  THE  DIGESTIVfc  SYSTEM 


WHO'S  WHO  IN  THE 
THIRD  DIMENSION 

A  sample  of  the  major  players 

SILICON  GRAPHICS  (SGI)  The  premier  maker  of 
workstations  for  3-D  imagery  in  engineering,  enter- 
tainment, and  other  fields.  Challenged  on  all  front: 

MICROSOFT  (MSFT)  The  software  giant  has 
pegged  3-D  as  a  growth  market;  wants  to  seize  leaL 
ership  of  software-writing  "tools"  from  SGI. 

AUTODESK  (ACAD)  The  top  maker  of  3-D  designi 
software  for  personal  computers  has  successfully 
branched  into  effects  for  movies  and  commercials 

MACNEAL-SCHWENDLER  (MNS)  Makes  industr 
al-strength  3-D  software  for  engineers  that  runs  on 
machines  ranging  up  to  supercomputers.  Focuses 
more  on  accurate  modeling  than  on  glitzy  display. 

INDUSTRIAL  LIGHT  &  MAGIC  Off  the  beaten 
track  in  Mann  County,  Calif.,  but  the  undisputed 
leader  in  3-D  effects  for  movies,  with  credits  such 
as  Jurassic  Park  and  Casper. 

EVANS  &  SUTHERLAND  (ESCC)  The  original  3- 
company  started  by  building  flight  simulators.  Novk 
it  also  sells  3-D  accelerator  chips  to  the  likes  of  S 
Microsystems,  Hewlett-Packard,  and  IBM. 

SEGA  (SEGNY)  Leaped  ahead  of  Nintendo  with  th 
Japanese  debut  of  its  3-D  game  machine,  Saturn. 
But  Nintendo,  Sony,  Atari,  and  3D0  are  in  the  race 


n 


based  goggles  maker  Viitual  i-0:  "Stereoscopy  is  just  n: 
more  compelling — the  same  as  we  like  talking  films 
than  silent  ones  and  color  films  more  than  black-and-wk 
Goggles  are  a  bit  cumbersome,  though,  and  certain  po 
designed  ones  can  cause  side  effects  I'cj 
ing  from  headaches  to  disorientatj 
That's  why  inventors  around  the  w 
are  racing  to  develop  displays  that 
duce  two  different  eye  views  wit 
glasses.  Australian  inventor  Donald  1* 
tin  has  one  involving  vertical  bar^ 
whiz  by  in  fi-ont  of  the  screen.  Last  y 
the  U.S.  Na\y  revealed  that  it  can  m 
3-D  images  by  firing  40,000  laser  be; 
into  something  that  looks  like  a  roi 
transparent  washing  machine,  comp 
with  a  spiral-shaped  agitator.  Shai-p  I 
oratories  of  Europe  Ltd.  has  built  a 
totype  3-D  display  that  remotely  ser 
the  \iewer's  head  movements  and  re; 
by  moving  lenses  to  change  the  sc 
presented  to  each  eye. 

Holography  is  advancing  as  a  3-D 
dium,  too,  and  not  just  as  the  pigeor 
your  credit  card.  Hologi-ams  can  now 
made  in  full,  natural  color,  thanks  t 
1992  breakthrough  by  Hans  L  BjeM 
en.  In  his  new  job  as  vice-president 
research  and  development  at  Ameri 
Propylaea  Coip.  in  Binningham,  Mi 
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wedish  researcher  is  working  to  make  his  full-color  ho- 
■ns  bigger,  brighter,  and  viewable  from  more  angles, 
lay's  3-D  is  miles  beyond  what  was  possible  in  the 
,  when  the  most  sophisticated  computer  graphics  in  the 
were  being  done  in  Salt  Lake  City.  The  University  of 
became  a  mecca  thanks  to  faculty  members  David 
3  and  Ivan  E.  Sutherland.  Those  two  later  founded 
5  &  Sutherland  Computer  Corp.,  which  remains  No.  1  in 
ire  for  flight  simulators.  Utah  alumni  include  Jim  Clark, 
er  of  Silicon  Graphics;  John  E.  Warnock,  founder  of 
3  Systems;  Alan  Kay,  principal  scientist  of  Apple  Com- 
Alan  Ashton,  foundei-  of  WordPerfect;  and  Ed  Catmull, 
o-founded  Pixar  with  Alvy  Ray  Smith. 
LOVE.  Computer  memoiy  in  those  eai'ly  days  was  insuf- 
,  to  hold  animation,  so  programmers  stored  images  di- 
onto  film.  To  capture  a  frame,  they  would  keep  the 
•a  shutter  open  as  the  computer  generated  the  image, 
{ line.  Since  the  screen  was  monochrome,  they  had  to  do 
lie  passes  with  filter's  to  get  color  images.  That  took  tine 
Henry  C.  Christiansen,  a  Brigham  Young  University 
:sor  who  did  his  research  at  Utah,  says  they  boiTowed 
udio  of  the  Mormon  Church  to  make  "movies"  of  such 
as  the  vibration  and  flutter  of  experimental  nasa  air- 
Says  Christiansen:  "I  used  to  work  all  night,  until  my 
ims  crashed." 

■ating  good  3-D  still  is  no  snap,  but  lots  more  tools 
iQding  blocks  ex^st.  If  photorealism  is  the  object,  artists 
•eate  reflections  by  letting  the  computer  calculate  the 
of  light  rays.  They  can  also  add  "radiosity,"  so  a  hand 
:o  a  bright  yellow  car  will  pick  up  a  yellow  glow.  If 
is  the  object,  forget  computation-intensive  tricks  like  ra- 
i.  The  processor  in  a  shoot-'em-up  video  game  is  busy 
ying  to  redraw  tanks  and  missiles  30  to  60  times  a  sec- 
Ideo-game  programmers  tiy  to  retain  a  respectable  de- 
if  realism  while  staying  within  the  all-important  "poly- 
»unt" — the  maximum  number  of  geometric  shapes  that 
•ocessor  can  draw  per  second.  One  shortcut  is  to  com- 
;e  for  the  lack  of  detail  vrith  "texture  maps" — 2-D  pic- 
that  are  pasted  onto  the  sides  of  polygons. 

As  people  embrace  3-D,  they  must 
V  IS  WORKING  understand  its  limitations.  Com- 

EAPER  3-D  puter  simulations,  no  matter  how  seem- 
ONSUMERS       ingly  accurate,  are  not  rejilicas  of  real- 


ity.  Case  in  point:  When  Boeing  Co.  engi-  VIRTUAL  i-0  CEO 
neers  probed  the  1992  crash  of  an  El  Al  RHOADS  SEES 
Israel  Airlines  747  cargo  flight  that  sjer'e^OSCOPY 

slammed  into  low-income  housing  in  the 
Netherlands,  killing  43  people,  they  discovered  that  then-  finite 
element  analysis  stress  simulation  had  not  been  detailed 
enough.  It  had  missed  several  weak  points  in  the  design  of  a 
"fuse  pin"  that  held  the  engines  to  the  wings.  One  fuse  pin 
broke,  and  the  plane  went  into  a  fatal  dive.  A  similar  simula- 
tion flaw  led  to  the  sinking  of  a  huge  oil  platfoiTn  in  a  Nome- 
gian  tjord  in  1991. 

Sometimes,  3-D  pictui'es  end  up  just  being  con- 
fusing. Pacific  Northwest  Laboi-atories  in  Richland, 
Wash.,  found  that  out  when  researchers  wi'ote  a 
data-visualization  progi-am  called  Galaxies.  Each 
docimient  was  characteiTzed  by  a  point,  or  "star." 
You  could  tell  how  similar  documents  were  by 
how  closely  the  stars  clustered  on  a  2-D  chart. 
The  system  worked  fine  until  the  lab  added  an- 
other variable.  When  users  put  on  VR  goggles  to 
explore  the  proximity  of  stars  in  three  dimen- 
sions, they  became  disoriented — "lost  in  space," 
says  staff  scientist  James  A.  Wise.  The  lab  has 
had  better  luck  with  another  program.  Theme- 
scape,  that  portrays  data  as  hills  and  valleys. 

Like  no  other  field  of  computing,  3-D  hits 
people  in  the  gut.  Just  ask  the  kids  fi-om  Oi'ville 
Wright  Magnet  School  in  Los  Angeles,  who  got  a 
preview  of  Nintendo's  3-D  Viitual  Boy  at  a  trade 
show  last  May.  Their  one  complaint  was  that 
the  $180  machine  only  displays  red  on  black. 
Wrote  middle-schooler  Aja  Thrasher:  "It  would 
really  be  Da  Bomb  if  you  are  able  to  make  this 
in  color."  Wlien  it  comes  to  3-D,  evei-ybody's  got 
something  to  say. 

By  Peter  Coy  in  Neiv  York,  with  Robert  D. 
Hof  in  Mountain  View,  Calif. 
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C  USTOMERIZE   U  P    C  LOSE 

U  nisys  did  more  than  help  Signet  Bank 
build  abetter  check  clearing  process. 

We  helped  them  build  a  better 
relationship  with  USF&G  Insurance. 


Vhen  Signet  Bank  installed  the 
's  Infolmage  check  imaging  solu- 
it  didn't  take  them  long  to  cut 
,  boost  efficiency  and  speed  the 
;  clearing  process.  But  thanks  to 
lUSTOMERIZE  initiative,  Signet 
'en  more. 

LUSTOMERIZE  is  all  about  help- 
jmpanies  apply  information  solu- 
te serve  customers  better.  That's 
Jnisys  consultants  and  banking 
rts  focused  on  understanding 
it's  business-so  we  could  help 
shift  their  perspective  on  delivering 


The  I  n  f 


customer  service.  The  result  was  a  new 
way  for  Signet  to  improve  service  and 
even  generate  a  new  source  of  revenue. 

Signet  approached  one  of  their 
most  valued  clients,  USF&G-a  premier 
insurance  company  also  dedicated  to 
superior  service.  When  Signet  described 
an  idea  for  image-based  check  accep- 
tance, USF&G  Ustened. 

Signet  now  delivers  check  images 
to  USF&G  over  phone  lines  the  day  of 

UNISYS 

3RMATI0N  Management 


receipt.  As  a  result,  USF&G  improved 
the  efficiency  of  check  acceptance  and 
made  the  claims  process  faster. 

CUSTOMERIZE  is  one  example  of 
what  Unisys  means  by  information 
management-using  information  as  an 
asset  to  make  an  enterprise  more  com- 
petitive and  responsive.  For  Signet, 
it  resulted  in  a  stronger  bond  with 
a  key  customer.  To  receive  a  copy  of 
"Customerize  for  Growth  and  Profit- 
ability," reach  us  on  the  Internet 
at  http://www.unisys.com/adv 
or  call  1-800-874^647,  ext.  24. 

OMPANY  ^^^H^^^^^H 
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STRATEGIES 


BALANCE  SHEETS 
THAT  GET  WELL  SOON 


Columbia/HCA's  hospitals  sure  are  lean.  Are  they  mean? 


It  was  (luick — and  slick.  In  April, 
South  Miami  Hospital  was  about  to 
merge  with  nearby  Baptist  Health 
Systems,  when  Columbia-HCA  Health- 
care Coip.  swooped  in  with  a  counter- 
offer. The  huge  for-profit  hospital  chain 
had  a  proposal  hand-delivered  to  all  224 
members  of  South  Miami's  foundation. 
It  matched  Baptist's  offer  to  assume  the 
hospital's  $70  million  debt  load,  while 
kicking  in  $20  million  in  fresh  capital. 
Columbia  even  encouraged  its  doctors 
to  call  their  South  Miami  colleagues  to 
extol  the  virtues  of  joining  up. 

But  instead  of  tempting  them,  the  ag- 
gressive salesmanship  alienated  founda- 
tion membei-s,  who  feai'ed  the  community 
would  lose  control  to  profit-chiven  manag- 
ers at  Columbia  headquarters,  900  miles 
away  in  Nashville.  South  Miami  chose 
Baptist.  "These  were  not  the  sort  of  peo- 
ple we  wanted  to  do  business  with  in 
the  long  tenn,"  says  Dr.  MeKin  A.  Mack- 
ler,  chairman  of  South  Miami's  board. 

Macklei''s  misgi\ings  ai'en't  unicjue.  By 
bringing  to  health  care  the  sort  of  hard- 
nosed  deabnaMng,  consolidating,  and  cost- 
cutting  tactics  that  have  made  other 
U.  S.  industries  lean,  agile,  and  profit- 
able, Columbia's  chief  executive,  Rich- 
ard L.  Scott,  has  created  a  $15  billion 
juggernaut  in  just  eight  short  yeai-s.  And 
the  sort  of  resistance  Columbia  met  in 
Miami  is  hardly  likely  to  slow  the  com- 
pany's growth.  But  the  chain's  brisk  as- 
cendancy has  ignited  a  debate  in  the 
health-care  industry  about  its  tactics, 
ambitions,  and  style  of  operations. 
"ARROGANT  BULLIES."  Some  communities 
are  in  an  ui)roar  over  Columbia's  pur- 
chase of  local  nonprofit  hospitals,  some 
over  its  attempts  to  cut  back  money-los- 
ing senices.  On  May  Ki,  Florida  regula- 
tors revoked  Columbia's  license  to  oper- 
ate a  50-bed  hospital  in  Destin  after 
locals  pi-otested  Columbia's  sudden  de- 
cision to  curtail  many  patient  services 
at  the  loss-ridden  facility.  The  chain  ar- 
gued that  there  were  two  other  hos{)itals 
just  10  miles  away  and  that  the  hospital 
never  filled  more  than  14  of  its  beds. 
Columbia  is  appealing  the  decision. 


Rival  hospitals  are  fuming  over  Co- 
lumbia's hardball  tactics  as  it  tries  to 
wrestle  away  mai'ket  shai-e.  After  North- 
west Medical  Center  in  Houston  tunied 
down  an  offer  ft-om  Columbia,  the  chain 
laid  out  plans  to  build  a  new  100-bed 
hospital — right  across  the  street.  North- 
west, which  is  fiilling  only  50%  of  its  500 
beds,  says  there's  no  need  for  another 

Columbia's 
growth  is 
yielding  huge 
returns.  One 
analyst  sees 
profits 

climbing  28% 
this  year,  to 
$1.3  billion. 
And  operating 
margins  could 
hit  21% 


mundane  chores  as  taking  vital  s 
At  the  chain's  Columbia  East  Hospil 
El  Paso,  doctors  opposed  nursing 
in  the  mateinity  wai'd.  "We  felt  we 
getting  to  the  point  where  patient 
was  compromised,"  says  Dr.  Joel 
chix,  chief  of  obstetrics  at  Columbia  ' 
Columbia  backed  down  after  mee 
w'ith  doctors.  It  says  such  discus; 
are  typical  of  all  hospitals. 

Nonprofits  also  complain  that  Cok: 
cheiry-picks  profitable  patients,  let 
them  to  handle  the  bulk  of  indigent  < 
(page  84).  Critics  charge  the  practr 
encouraged  by  a  progi^am  that  gives 
sicians  part-ownership  of  some  facil 
A  1993  study  by  Florida's  Agenci 
Health  Care  Administration  warnt 
"a  possibility  of  cream  skimming" 
examining  2,238  Medicare  cases  har 
by  doctoi-s  who  had  pri\dleges  at  Cc 
bia's  Victoria  Hospital  as  well  as  at 
profit  hospitals  in  Miami.  The  report 


hospital.  "They're  airogant  bullies,"  says 
Northwest  ceo  J.  Bany  Shevchuk.  Co- 
lumbia says  it  needs  a  hospital  to  com- 
plete its  coverage  of  Houston. 

The  most  woirisome  question  raised 
by  Columbia's  expansion  is  whether  its 
bottom-line  brand  of  health  cai'e  will  end 
up  being  good  for  patients.  Critics — in- 
cluding some  Columbia  hospital  staff- 
ers— are  especially  concerned  about  the 
company's  quest  to  drive  down  costs  and 
boost  margins.  At  some  Columbia  hospi- 
tals, the  company  is  replacing  nurses 
with  lower-paid  staffers  to  handle  such 


EXPANSION  TEAM:  Columbia/HCA' 
McWhiirter.  Scott,  and  Frist 


eluded  that  lucrative  cases  were  i  - 
likely  to  be  admitted  to  Victoria,  \ . 
less  profitable  ones  were  sent  elsew. 

Columbia  denies  that  its  do( 
screen  patients  for  profitability.  The 
pany  commissioned  two  studies  oi 
missions  in  Florida  that  found  no 
dence  that  its  physicians  were  duni 
charity  cases.  Furthermore,  Colui 
says  it  spent  $1  billion  on  uncompenf 
care  last  year. 
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INTEGRATION 

After  buying  a 
vanety  of  health-care 
facilities,  it  consoli- 
dates services  in 
each  market  to 
reduce  costs,  pool 
talent,  and  offer  a 
wide  menu  to  man- 
aged-care providers. 


STAFFING  Uses 
less-skilled,  lower- 
paid  workers  to  take 
over  many  of  the 
responsibilities  of 
higher-paid  staffers. 
Reading  EKGs,  for 
example,  may  now  be 
done  by  nm'se's  aides 
instead  of  registered 
nurses. 


CENTi?AL 
PURCHASING 

Thanks  to  its  size,  it 
negotiates  significant 
price  breaks  with  its 
supplier's.  Company 
estimates  it  saved 
about  $300  million 
on  the  $2.5  billion 
it  spends  yearly  on 
supplies. 


INCENTIVES 

In  some  mar'kets, 
it  offers  physicians 
equity  investments 
in  local  Columbia 
networ-ks  to 
encouT'age  doctors 
to  take  a  more  active 
role  in  improving 
oper-ations. 


be  sui'e,  a  company  the  size  of  Co- 
ia  is  bound  to  draw  critics.  With 
ospitals  and  moi-e  than  100  outpa- 
surgery  center's,  as  well  as  home 
•es,  it's  already  the  biggest  private 
i-car-e  provider'  in  the  nation.  And 
)  surprise  that  Columbia's  compet- 
style  would  raise  hackles  in  the 
sheltered  health-care  industry.  "I 
it's  part  of  being  a  lar'ge  company 
industr-y  going  through  significant 
;e  and  being  perceived  as  a  compa- 


dard  method  yet  for-  measuring  how  pa- 
tients fare  in  an  incr'easingiy  cost-con- 
scious environment.  Meanwhile,  some 
hospital  administr-ator-s  war-n  that  the 
unpr'ecedented  flui-r-y  of  dealmaking  in 
the  industry  is  getting  out  of  hand. 

Ah'eady,  Columbia  is  feeling  the  heat 
of  closer'  legal  sci-utiny  of  some  its  deals. 
On  June  21,  a  U.  S.  grand  jury  began 
investigating  whether  the  for^mer'  head  of 
Tampa  Gener-al  Hospital,  David  Bussone, 
made  bad  business  decisions,  such  as 


N  MY  BACKYARD:  Tarpon  Springs 
'  ( '////  Manager  Yatikiotis  led 
<  i/ts  in  thwarting  a  Columbia  buy 


iking  change  happen,"  says  Scott. 
1'  is  Columbia  unique  in  pr-ovoking 
jversy  in  health  car-e.  Thr-oughout 
idustry,  mar-ket  for'ces  ar-e  filling 
icuum  cr'eated  by  Waslrington's  farl- 
I  craft  meaningful  r'efor'm  to  deliver' 
md  cut  costs.  Health-car-e  experts 
•  that  hospitals  might  not  be  able  to 
an  acceptable  balance  between 
n  and  mission.  But  ther'e  is  no  stan- 


buying  a  iiKjiiey-losing  psycMatnc  facility, 
to  lower  the  value  of  the  hospital  and 
make  it  easier'  for-  Columbia  to  huy.  Bus- 
sone later'  went  to  wor-k  for'  Columbia. 
Both  Coliunbia  and  Bussone  deny  wTong- 
doing,  and  the  deal  was  never'  concluded. 
Bussone's  lawny'er  says  he  applied  for'  a 
job  with  Columbia  only  after  he  was 
asked  to  r'esign  by  Tampa  General. 

Scott,  42,  would  seem  an  unlikely 
champion  of  health-car'e  r'efor-m.  Eight 
year-s  ago,  he  krrew  notliing  about  hospi- 
tal management.  In  fact,  his  only  man- 
agement experience  was  r-unning  two 


doughnut  shops  he  owned  while  attend- 
ing the  Univer'sity  of  Missomi.  A  lawyer' 
by  tr'aining,  he  started  out  in  Dallas  spe- 
cializing in  small  health-care  company 
buyouts.  Ther'e,  Scott  met  investor'  Rich- 
ar'd  Rainwater;  On  the  day  of  the  mar'ket 
cr'ash  in  October',  1987,  they  each  kicked 
in  .$125,000  to  start  Columbia. 
ONWARD.  Columbia  has  been  growing 
ever  since.  Having  snapped  up  Galen 
Health  Cai'e  Inc.  in  1998,  HCA/Hospital 
Corp.  of  America  in  1994  and  Health- 
Trust  Inc.  ear'lier'  this 
yeai',  Columbia  is 
thr-ee  times  the  size 
of  its  closest  for-prof- 
it competitor-.  Tenet 
Healthcar-e  Cor-p., 
based  in  Santa  Moni- 
ca, Calif.  And  it's  ex- 
panding into  new  r-e- 
gions.  Vice-Chair-man 
Thomas  F.  Frist  Jr., 
the  former  head  of 
HCA,  says  Columbia 
will  spend  $1  billion 
in  the  next  year  or- 
so  on  ventur'es  in 
Massachusetts,  a 
state  dominated  by 
nonjM'ofit  hospitals. 

Columbia's  insatia- 
ble quest  for'  growth 
is  pr'oducing  huge  r'e- 
tur'ns  for  sharehold- 
er's. Analyst  Cari 
Sher'man  of  Dillon, 
Read  &  Co.  estimates 
that  pr'ofits  fi'om  con- 
tinuing oper'ations 
may  climb  28%  this 
year-,  to  $1.3  billion,  as  revenues  rise 
21%,  to  $17.6  billion.  Thanks  to  lower 
costs,  Columbia's  oper-ating  margins  may 
r-each  21.2%  this  year,  compar-ed  with 
18.6%  thr-ee  year's  ago. 

Few  question  Columbia's  ability  to 
wiing  efficiencies  fi'om  the  fr-aginented 
hospital  industry,  often  by  reducing  ca- 
pacity. Wlien  Columbia  came  to  El  Paso 
in  1988,  it  paid  $60  million  for-  two  ailing 
hospitals  and  has  since  spent  $140  million 
to  upgrade  them.  Then  Columbia  shelled 
out  about  $20  million  to  buy  Landmark 
Medical  Center  and  shut  it  down.  By  re- 


Critics  say 
doctors'  equity 
encourages 
them  to  shunt 
the  poor  away 
from  Colum- 
bia's hospitals, 
and  nonprofits 
say  they  see 
more  indigent 
cases  when 
Columbia 
comes  to  town 
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your 


Windows  95 

software  in 


one  of  our 

beautiful,  custon 


DIGITAL  INTRODUCES  A  FULL  LINE  OF  COMPUTERS  OPTIMIZED  FOR  WINDOWS®  95. 

Yes,  oLir  I'C's  aiul  notebooks  arc  For  the  aiiwinced  productivity  audio  and  CM)  I-ICM.  And 

bcatititul.  But  perhaps  plienoiiicnal  business  user,  it  spiirts  liDC)  Windows'  ')5  makes  all  these 
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ver  5,000  Microsoft-trained 
isionals,  Digital  is  a  key 
)soft  Authorized  Support 
;r  and  the  only  major  PC 
)r  to  be  a  Wmdows"  95 
)urce  Partner.  You  can  make 
for  the  benefits  of  such  an 
ce.  We've  made  several. 
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ducing  the  number  of  beds  in  El  Paso  by 
16%,  Columbia  has  helped  boost  occu- 
pancy at  other  hospitals,  including  its 
own.  "El  Paso  is  better  off  today  than  it 
was  before  Columbia  came  in,"  says  Da- 
vid Buchmueller,  CKu  of  rival  Providence 
Memorial  Hospital. 

Meanwliile,  its  awesome  clout  with  sup- 
plier helps  it  to  cut  e.xpenses.  For  exam- 
ple, the  ckiiri  ho{3es  to  cut  costs  for  oitho- 
pedic  implants  fi-om  $100  million  to  $55 
million  a  yeai:  Altogether,  Samuel  A.  Gre- 
co, Columbia's  senior  vice-president  of  fi- 
nancial oj^erations,  estimates  the  company 
saved  roughly  $;300  million  on  the  $2.5 
billion  it  spent  on  supplies  last  year. 

Columbia's  economic  impact  is  being 


felt  industrywide.  Thanks  largely  to  Co- 
lumbia, Amy  K.  Knapp,  executive  dii'ectoi- 
of  Prudential  Health  Care  System  of 
South  Florida,  reckons  that  managed-cai-e 
companies  in  her  region  are  paying  hospi- 
tals 10%  less  than  they  wei'e  two  yeai'S 
ago.  "It's  veiy  clear  Columbia's  presence 
in  this  marketplace  has  stimulated  the 
hospitals  to  be  much  moi-e  competitive 
than  they  othei^wise  would  be,"  she  says. 

Critics  chai'ge,  however,  that  some  of 
that  newfound  competitiveness  comes  at 
the  expense  of  nonprofit  hos])itals  and 
the  indigent  patients  they  seive.  In  many 
ai"eas  where  Coliunbia  operates,  nonprof- 
it hospitals  complain  that  they  have  to 
handle  a  rising  share  of  nonemergency. 


MEANWHILE.  A  PUBLIC  HOSPITAL 
STRUGGLES  TO  SERVE 


F 


lor  38  years,  E.  V.  Thomason 
Memorial  Hospital  has  been 
a  fixture  in  El  Paso,  Tex., 
the  dusty  border  city  where 
Columbia/HCA  Healthcare  Coip. 
got  started  in  1988.  Its  emer- 
gency room,  immunization  pro- 
gi'am,  and  outlying  clinics  have 
been  among  the  few  som-ces  of 
quahty  health  care  for  El  Paso's 
poor — about  30%  of  the  city's 
population  of  650,000.  Now,  the 
289-bed  county  hospital  is 
stmggling.  Thomason  is  expect- 
ed to  treat  100,000  emergency- 
room  patients  this  year — triple 
the  volume  of  the  mid-1980s. 
And  though  the  cost  of  its  chaiity 
workload  is  expected  to  climb  16%- 
this  year,  to  $44  million,  its  annual 
federal  funding  has  plunged  58%  since 
1991,  to  $24  miUion. 

At  the  same  time,  Thomason  finds 
itself  waging  an  unhkely  battle  for 
revenue-producing  Medicaid  patients 
with  its  for-profit  rivals  in  El  Paso, 
Columbia/HCA  and  Tenet  Healthcare 
Corp.  Since  Januaiy,  the  number  of 
Thomason  Medicaid  patients  has 
slipped  by  6%.  "We're  getting 
squeezed  by  the  two  giants,"  says 
Pete  Duarte,  chief  executive  of 
Thomason. 

The  squeeze  is  particularly  painful 
because  Thomason  has  long  used 
Medicaid  revenues  to  subsidize  its 
charity  care.  The  federal  government 
typically  reimburses  hospitals  up  to 
80%  of  the  bill  for  Medicaid  patients, 
and  Medicaid  money  usually  accounts 


EMERGENCY:  El  Paso's  Thomason  Hospital 


for  a  critical  40%  of  the  hospital's  op- 
erating revenues. 

But  Columbia  and  Tenet,  each  of 
which  operates  two  hospitals  in  El 
Paso,  are  aggi'essively  wooing  Medic- 
aid patients — especially  lucrative  ma- 
ternity cases.  With  its  revenues 
expected  to  drop  10%  this  year,  to 
$89  million,  Thomason  may  have 
to  curtail  many  of  its  public-health 
services,  including  participation  in 
the  county's  aggi'essive  immunization 
program.  And  county  health  officials 
wony  that  Columbia  and  Tenet 
won't  step  up  to  help  fill  the  gap. 
But  they  haven't  received  any  prom- 
ises. Says  Dr.  Laurance  N.  Nickey, 
director  of  the  El  Paso  Health  &  En- 
vironmental District:  "When  it  comes 
up  that  the  people  we  treat  have  no 
insurance,  the  conversation  trails 
off." 

By  Eric  Schine  in  El  Paso 


charity  patients.  At  Kendall  Reg 
Hospital  near  Miami,  acquired  hy 
lumbia  in  1991,  uncompensated  and 
ity  care  dropped  ft-om  $10.1  millic 
$8.6  million  ft-om  1992  to  1994,  \ 
nearby  Baptist's  load  rose  from 
miUion  to  $19.7  million. 
CONFLICT?  Nonprofits  charge  thai 
lumbia's  physician-ownership  proi 
encourages  doctors  to  shunt  charitj] 
es  away  fi-om  its  hospitals.  In  some 
mai'kets,  Columbia  gi-oups  its  assets 
a  limited  partnership  and  sells  as 
as  20%  to  its  local  physicians.  And 
creates  an  inherent  conflict  of  int< 
says  Fred  Hirt.  president  and  ci 
the  nonprofit  Mount  Sinai  Hospit 
Miami,  a  Colimibia  competitor.  "We 
a  strong  belief  that  it  is  not  right 
pei-son  who  practices  in  a  facility  to 
a  vested  interest  in  ownei*ship,"  he 
Columbia  denies  that  the  program 
ates  any  conflicts  and  says  only  2. 
its  assets  are  owned  by  such  in- 
ments.  Columbia  Chaii-man  R.  CIj 
McWhoiler  also  points  out  that  i 
nonprofits  have  similar  progi-ams. 

As  for  any  misg-ivings  about  qu 
Scott  insists  Colimibia's  care  is  sup 
He  points  to  58  Columbia  hospitalsi 
have  received  accreditation  with 
mendation  fi-om  the  Joint  Comivn 
on  Accreditation  of  Healthcare  Or 
izations,  which  gi-ades  11,000  healtli 
facilities.  Only  4%-  of  U.  S.  hospitals  i 
won  that  rating.  And  Columbia  is  s]i 
ing  $150  million  to  upgi'ade  a  comji ' 
system  that  tracks  how  its  patients  r 
"We're  more  focused  on  being  coii ; 
fective  and  quality-oriented  thanj ' 
company  out  there,"  Scott  says.  ' 

Still,  Columbia  is  starting  to  hit  i!  [■ 
speed  bumj^s:  In  April,  Tai-jjon  Sprj 
Fla.,  led  by  City  Manager  Cosf' 
Yatikiotis,  thwarted  a  deal  by  Colu!  ^ 
to  acquu-e  the  local  community  hos!  ■ 
in  part  over  concerns  that  Colul^ 
would  skimp  on  charity  care.  In  -! 
the  Massachusetts  Attorney  Generai ' 
he  would  call  a  public  hearing  or'' 
limibia's  proposed  joint  ventiu-e  with 
troWest  Health  Inc.,  a  Framinghami  ■ 
pital.  Among  the  issues:  safegiiail  ■ 
the  accessibility  and  affordability  of ! 

Not  that  there's  much  chance  C(^ 
bias  expansion  will  slow  significji ' 
With  so  many  hospitals  facing  t|' 
times,  there's  no  shortage  of  woui 
partners.  "People  are  coming  to;' 
Scott  says.  After  all,  if  there's  one  i ' 
Columbia  knows  how  to  cure,  it's  ai ' 
ing  balance  sheet. 

By  Zachary  Schiller  in  Nash 
with  Gail  DeGeorge  in  Miami,  Stepi 
Anderson  Forest  in  San  Antonio. 
Schine  in  El  Paso,  and  bureau  rej. 
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vernment 


COMMENTARY 


By  Howard  Gleckman 


GOP  MAGIC:  TRIMMED  BUDGET,  BRIMMING  TROUGH 


Vhen  they  were 
swept  into  office 
last  November,  con- 
fssional  Republicans 
dly  vowed  to  balance 
)  budget  and  remake 
/emment  by  scrapping 
res  of  obsolete  or 
steful  federal  pro- 
ims,  ending  industrial 
icy,  and  turning  over  a 
iety  of  government  du- 
;  to  the  private  sector, 
[nstead,  when  GOP  law- 
kers  return  to  Wash- 
ton  in  September, 
y'll  be  putting  the  fi- 
touches  on  a  revolu- 
1  with  a  decidedly 
all  r.  They  have  trimmed  much 
,  killed  Uttle.  They've  slashed  a 
idful  of  federal  research  progi-ams 
braced  by  President  Chnton  but 
,  untouched  scores  of  other  busi- 
.s  subsidies.  They've  hacked  away 
housing  assistance  for  the  poor 
1  enforcement  of  environmental 
's  but  larded  the  Pentagon  budget 
h  projects  that  even  the  generals 
I't  want.  Says  moderate  Demo- 
tic Progi'essive  Policy  Institute 
e-President  Robert  J.  Shapiro: 
ley  have  largely  left  untouched 
catalog  of  spending  for  poweiful 
ustries." 

-FHENTRAPMENT.  To  be  sure,  the 
'  deserves  credit  for  engineering 
le  long-needed  spending  cuts  and 
making  deficit  reduction  a  top 
jrity.  But  by  trashing  Democratic 
stituencies  while  protecting  their 
1,  the  Repubhcans  are  undercut- 
l  their  credibility.  And  it  could 
t  them  dearly  over  the  next  few 
nths  as  they  try  to  sell  skeptical 
iors  on  cuts  in  Medicare  benefits. 
3ir  argument  will  be  based,  in 
t,  on  claims  that  eveiyone  must 
'  their  fair  share  to  help  balance 
budget.  Yet  a  promised  $245  bil- 
i  tax  cut  most  beneficial  to  busi- 
3  and  the  well-to-do  ali-eady 
kes  that  argument  seem  hollow. 
i  with  fat-cat  coi-poi'ate  contribu- 
3  dodging  the  spending  axe,  GOP 
s  for  shared  patriotic  sacrifice 
ge  on  the  ridiculous. 
5o  far.  Congress  has  only  partially 


STEALTH  PORK:  Critics  say  B~'s  deliver  a  payload  of  lard 


completed  work  on  the  13  money 
bills  that  set  spending  levels  for 
much  of  what  Washington  does — 
from  law  enforcement  to  export  sub- 
sidies. And  big  chunks  of  govern- 
ment, including  entitlements  such  as 
Medicaid  and  welfare,  as  well  as 
Medicare,  must  be  tackled  separately. 
But  already,  the  gop  has  sent  a 
strong  signal  about  just  where  it 
wants  to  take  government. 

Defense  spending  is  a  good  exam- 
ple. In  an  era  of  spending  restraint, 
the  Pentagon  would  get  about  $5  bil- 
lion more  in  fiscal  1996  than  it  did 
this  year.  Why?  The  Senate  would 
build  four  Aegis  crnoisers,  two  mor-e 
than  the  Navy  wants.  Not  coinciden- 
tally,  the  ships  would  be  built  in 
Maine  and  Mississippi,  home  states  of 
the  chairman  of  the  armed  services' 
sea  power  subcommittee,  William  S. 
Cohen  (R-Me.),  and  Majority  Whip 
Trent  Lott  (R-Miss.).  The  House 
would  spend  $540  million  to  maintain 
the  production  line  for  the  B2  bomb- 
er even  though  the  Air  Force  says  it 
doesn't  need  more  of  the  costly 


GOP  pleas  for  shared 
sacrifice  sound  like 
someone  has  a  bridge 
for  sale 


planes.  Meanwhile,  both 
houses  would  throw  a  pile 
of  cash  at  a  new  Star 
Wars  antimissile  defense 
system. 

Backers  of  the  pi-oject 
insist  it  would  protect  the 
U.  S.  from  nuclear  attack 
by  rogue  nations  such  as 
North  Korea.  Critics,  how- 
ever, see  only  fiscal  choles- 
terol. "Calling  the  funding 
pork  is  unfaii-  to  pigs," 
fumes  Senator  Byi-on  L. 
Dorgan  (D-N.  D.).  "This  is 
pure,  unadulterated  lard." 

The  Republican  Party's 
view  on  coiporate  subsi- 
dies is  a  little  different. 
The  gop  would  continue  to  fund  the 
Export-Impoit  Bank  and  the 
Agriculture  Dept.'s  marketing  promo- 
tion program — both  of  which  shower 
largesse  on  big  U.  S.  corporations 
such  as  Boeing  Co.  and  Pillsbuiy  Co. 
but  do  little  for-  the  counti-y's  small 
and  midsize  companies.  Farm  subsi- 
dies still  haven't  been  cut.  And  de- 
spite all  the  promises  to  privatize 
eveiything  from  the  aii-  traffic  control 
system  to  the  federal  agencies  that 
provide  inexpensive  electric  power  in 
the  West  and  South,  little  would  ac- 
tually be  sold  off. 
WRONG  REFRAIN.  However,  other 
business  aid — particularly  that  em- 
bi-aced  by  President  Clinton  and  la- 
beled industrial  policy — is  a  goner. 
The  House  gop  would  ehminate  fund- 
ing for  the  Advanced  Technology 
Progi'am  and  slash  spending  foi'  the 
High  Performance  Computing  & 
Communications  Initiative — two 
high-profile  federal  progi-ams  that 
promote  high-tech  research.  Com- 
plains National  Economic  Council 
Chairman  Laura  D'Andrea  Tyson: 
"There's  a  targeting  of  the  Clinton 
investment  agenda." 

Republican  apologists  insist  there's 
nothing  wTong  with  helping  support- 
ers while  punishing  the  opposition. 
That,  they  say,  is  the  way  it  has  al- 
ways been  done  in  Washington.  And 
that's  exactly  the  problem. 

Senior  Correspondent  Gleckman 
covers  fiscal  policy  from  Washington. 
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One  of  our 
funds  just  gained 

over 55% 
in  one  year. 


{ But  that's  no  reason  to  buy  it 

I  For  Twentieth  Century  Vista  Investors,  it's  been  an  impressive  12  months.  Vista's 

j      return  for  the  one-year  period  ending  6/30/95  was  55.4%.  According  to  Upper  Anaiy 

Services,  Inc.,  that  puts  Vista  among  the  top  5%  of  all 
"mid-cap"  funds  in  the  country  for  that  period.*  (Vie  oft 
ranking:  #3  out  of  86  funds.) 

But  we  sincerely  hope  you  won't  buy  Vista,  or  any  of 
funds,  on  the  basis  of  short-term  performance.  After 
one-year  returns  aren't  what  Twentieth  Century  is  about  . 
We  encourage  our  shareholders  to  take  a  long-ti 
perspective.  The  stocks  in  Twentieth  Century's  mutual  funds  are  chosen  primarily  beca 
they're  considered  to  have  better-than-average  jDrospects  for  appreciation.  And  for  sharehold 
appreciation  takes  time. 

Of  course,  past  performance  is  no  guarantee  of  the  future.  But  over  the  ye 
that  approach  has  rewarded  many  investors  who  made  a  long-term  commitment 
Twentieth  Century. 


TWENTIETH  CENTURY  VISTA^ 


is  an  aggressive  stock  fund  tliat  pursues 
long-term  growtli  but  not  current  income. 
Vista  invests  primarily  in  small-  to  medium- 
sized  companies,  so  potential  for  share 
price  fluctuation  is  high. 


Why  Twentieth  Century 
may  be  a  good  place  to  let 
patience  work  for  you. 


TWENTIETH  CENTURY'S  PERFORMANCE  OVER  TIME 


,  00  Over  10  Years: 
pothetical  Comparison 

Asof6/30/9S 

(/entieth  Cenfufy's  lO-Yeat 
HUity  Funds: 

1105,607 

&P  500  Index 

178,260 


16.6% 

(6/30/71) 

18.5% 

(h/30/71) 

17.4% 

(11/02/81) 

22.3% 

(11/25/83) 


12.3% 
15.5% 
19.0% 
24.3% 


[f  you'll  notice  the  chart  below,  you'll  see  that  a  hypothetical 
tment  in  Twentieth  Century  equity  funds  that  have  been  in 
existence  for  at  least  10  years  sub- 
stantially outperformed  the  S&P  500 
over  the  10-year  period  ending 
6/30/95.  In  fact,  the  Twentieth 
Century  investment  would  have 
earned  35%  more  than  the  S&P  500. 

And  now  we'd  like  to  add  some- 
thing you  don't  always  see  in  mutual 
fund  advertising:  a  word  of  caution. 

It  happens  that  some  of  our  one-year  gains,  shown  on  the  right,  are 
fairly  substantial.  But  we  hope  you  won't  put  too  much  emphasis  on 
12-month  returns,  but  rather  on  consistent  long-term  performance. 
In  order  to  put  the  power  of  the  stock  market  on  your  side,  it's  simply 


hat  would  have  happened  to  a 
iticol  $20,000  investmfnf 
jquolly  on  6/30/85  among 
[wentieth  Century  equity  funds 
J  been  in  existence  for  at  least 
;:  Vista,  Select,  Growth,  Ultra 
rust,  compared  to  the  same 
nvested  in  the  stocks  that  com- 
3  S&P  500  dunngfhe  10-year 
iding  6/30/95.  Past  perfor- 
no  guarantee  of  future  results. 


Fund 


Average  Annuol  Total  Returns  as  ol  6/30/95 
UfeofFurrd      10-Year       5-Year       3  Year 


-Year 


Vista 

Invcstiirs 


13.5% 

ill'25/XV 


16.1%    12.5%    17.9%  55.4% 


Select 

Investun 

Growth 

liiffstiirs 

Ultra 

Investors 

Giftrust** 

Iiivrsldrs 

S&P  500 

Index 


**  Giftiust  is  0  unique  fund 
yourself  oi  your  spouse 


7.4% 
11.2% 
21.3% 
25.5% 

14.6%    12.1%    13.2%  26.0% 

to  be  given  as  o  long-term  gift  to  someone  other  thon 


9.2% 
10.1% 
20.1% 
39.5% 


22.7% 
29.0% 
60.4% 


wiser  to  keep  your  focus  on  the  long-term. 

Good  things  come  to  those  who  wait. 

Ve  don't  mind  pointing  out  that,  in  the  past,  Twentieth  Century's  stock  funds  have  had  big 
swings  on  a  short-term  basis.  But  those  same  funds  have,  over  time,  produced  returns 
i^ere  worth  waiting  for.  So,  while  past  performance  doesn't  guarantee  future  results,  for 
investors  Twentieth  Century  has  been  the  right  place  over  time, 
"o  find  out  more  about  our  family  of  no-load 
y  funds,  write  or  call  us  toll-free  for  a 
ectus:  1-800-345-2021. 
Uid  now  a  few  words  fi-om  our  legal  depart- 
Each  prospectus  includes  more  complete 
nation,  including  charges,  expenses  and  mini- 
5.  Please  read  a  fund's  prospectus  carefully 
;  investing. 


E 

H 

^   M  U  T  U  A  L 

F 

L  N  D  S 

1-800-345-2021 

Via  Internet;  http://networth.galt.com/twencent 


A  Complete  List  of 
Twenlieih  Century's  Family 
of  No-Load  Equity  Funds 

Growlli  Equity  Funds 

Select  Investors 
Heritage  Investors 
Growth  Investors 

Aggressive  Equity  Funds 

Ultra  Investors 
Vista  Investors 
Gift  rust  Investors 

Conservolive  Eguity  Funds 
Value 

Equity  Income 

Balanced  Fund 

Balanced  Investors 

International  Funds 

International  Equity 

International 
Emerging  Growth 


'  omestic  mid-cop  funds  during  investment  periods  ending  6/30/95,  Upper  Analytical  Services,  Inc.,  an  independent  mutual  fund  ranking  service,  ranked 
jstors  on  the  bosis  of  overage  annual  total  return  #22  out  of  32  funds  for  the  five-yeor  period  and  #4  out  of  1 7  funds  for  the  1 0-year  period,  ■  Data  quoted 
.  past  performonce  ond  assumes  reinvestment  of  all  distributions.  ■  Investment  return  ond  principol  value  will  fluctuate,  ond  redemphon  value  may  be  more 
in  originol  cost.  ■  The  SSP  500  Index  is  an  index  created  by  Stondord  S  Poor's  Corporotion  thot  is  considered  to  reflect  the  performance  of  the  stock  market 
.  If  is  not  on  investment  product  ovoiloble  lor  purchase,  ■  The  graph  is  intended  to  show  investments  over  time.  Included  in  the  investment  blend  are  only 
iintieth  Century  equity  funds  in  existence  for  10  years  or  more  ond  the  performance  obove  represents  only  those  funds.  "All  performance  illustrotions  for 
Century  ore  shown  net  of  fees  and  ossume  reinvestment  of  oil  distributions,  po  Box4]9200  fasosCiiv.MO  64i'ii-6200  Bsw  ©  1995  iwenneiti  Century  Semces,  inc. 


Call 
today 
for  more 
information 
1-800-345-2021 


Legal  Affairs 


PRODUCT  LIABILITY 


A  BREAST-IMPLANT  DEAL 
COMES  DOWN  TO  THE  WIRE 

All  parties  have  a  huge  stake  in  a  single  settlement,  rather  than  thousands  of  jury  tri; 


POWER  IN  NUMBERS:  Plaintiff  Armstrong  may  mount  a  cousi 


It  seemed  to  be  such  a  good  ide 
year  ago.  In  his  courtroom  ir 
mingham,  Ala.,  IJ.  S.  District 
Sam  C.  Pointer  Jr.  had  given 
approval  to  the  largest  settlement 
igation  histoiy.  In  one  fell  swoop,  ; 
billion  package  put  to  rest  much  c 
years-old  pandemonium  associated 
thousands  of  claims  made  by  womei 
silicone-gel  breast  implants  had 
them  sick.  The  plaintiffs  would  get 
ey  for  theu'  physical  and  mental  anj 
Ajid  implant  manufactui"ei-s  such  as 
CoiTiing  Corp.  and  Bristol-Myei-s 
Co.  would  avoid  a  legal  nightmare 
threatened  financial  upheaval  and  s 
ingiy  endless  coiutroom  brawls. 

As  it  tmns  out,  the  class-action  s 
ment  began  to  cmmble  almost  b 
the  ink  from  Pointer's  pen  had 
Some  440,000  women,  many  more 
expected,  registered  tliroughout  the 
to  get  a  piece  of  the  $4.2  biUion  pi 
ther  now  or  when  they  become  ill  i 
future.  About  70,000  of  them  appe 
qualify  for  immediate  compensatioi 
beyond  the  6,000  originally  anticip 
Another  8,000  women  elected  to  op 
of  the  deal  altogether,  choosing  inste 
pursue  their  cases  in  court.  "It'i 
biggest  mess  you've  ever  seen,"  sa 
Gail  Aimstrong,  an  implant  recipienti 
sei"ves  as  the  consumer  adviser  tc'  ■ 
global  settlement. 

Now,  working  under  an  Aug.  30  c 
line  set  by  the  judge,  plaintiffs  and  dl ' 
dants  are  scrambling  to  rescue  the  ]' 
age.  "It's  an  extremely  difficult  prob 
says  Pointer,  who  iii  May  sent  both 
back  to  the  dravring  board.  "I  cert 
have  hopes  but  also  serious  doubts  a 
whether  it  can  be  worked  out." 

Although  substantial  progress 
been  made,  business  week  has  lea' 
that  an  industiywide  deal  is  unlikel 
September  Instead,  according  to  soi^ 
close  to  the  negotiations,  Biistol-Mye' 
speai'heading  an  effort  to  ci-aft  a  mir' 

Inconclusive  scid 
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of  sorts  with  co-defen- 
vl  and  Union  Carbide  that 
will  lure  other  manufac- 
iter.  "I'm  cautiously  opti- 
says  Stanley  Chesley,  one 
iaintiffs'  chief  negotiators, 
es  say  the  retooled  pro- 
lich  is  still  evolving,  would 
lefendants  other  than  Dow 
to  chip  in  a  total  of  $3.6 
2%  more  than  their  origi- 
ribution  of  $2.1  billion.  If 
Tiing,  which  filed  for  bank- 
1  May,  could  be  persuaded 
le  deal,  the  package  could 
1  as  much  as  $7.2  billion, 
nore  cash  doesn't  mean 
)ney  for  individual  plain- 
inly  because  there  ai-e  too 
'  them.  The  current  plan 
cases  involving  the  vast 
'  of  claimants — women 
5S  serious  health  prob- 
I  be  split  off  from  those 
re  debilitating  conditions, 
mpensation,  which  had 
rom  $140,000  to  $1.4  mil- 
ending  on  each  plaintiff's 
medical  situation,  will  be 
ily.  Moreover,  defendants 
ing  to  require  women  dis 
with  a  revised  deal 
their  disputes  rather  than 
m  to  juries,  sources  say. 
ilks  could  break  down  as 
deadline  approaches.  No 
reement  even  exists  yet.  — 
t  lawyers  involved  in  the 
igree  that  the  gamble  would  be 
.  to  let  the  plan  perish.  "I  believe 
global  deal  is  the  best  alterna- 
securing  global  peace  in  this  liti- 
says  Kenneth  R.  Feinberg,  Dow 
3  point  man  in  the  negotiations, 
think  we  can  permit  the  deal  to 
and  send  hundreds  of  thousands 
n  back  to  court." 
act?  Because  most  participants 
he  stakes  are  just  too  high.  To 
mt  recipients,  who  would  other- 
e  to  wait  for  theii"  cases  to  wend 
,y  through  couit,  a  deal  offers 
ck  financial  help.  Their  lawyei-s, 
e  spent  millions  bringing  suits, 
r  to  see  a  return  on  the  invest- 
>r  themselves  and  their  clients, 
sven  as  the  tide  has  begun  to 
;he  defendants'  favor,  with  new- 
casting  doubt  on  links  between 
md  various  diseases,  manufac- 
main  willing  to  bargain.  A  rea- 
ixed  settlement  would  be  prefer- 
the  uncertainty  of  years  of 
,  they  say.  Implant  makers  have 
J  notable  successes  in  court,  but 


GEL  IMPLANT 


Makers  have 
become  the 
poster  kids  of 
tort-reform 
activists  in 
Washington 


Wh  o 's  o  n  t  h  e  H  o  o  k 

DOW  CORNING  Formerly  the  largest  maker  and 
seller  of  silicone-gel  breast  implants.  Dow  Corn- 
ing also  sold  materials  used  by  other  makers. 

PENDING  LAWSUITS/ 
CLAIMS 

19,000 


AMOUNT  PLEDGED 
TO  CURRENT  DEAL 


$2.02 


BILLION 


BILLION 


BRISTOLHMYERS  SQUIBB  Was  the  No.  2 

maker  and  seller  of  silicone-gel  breast  implants 

10,000  $1.15 

BAXTER  INTERNATIONAL  A  division  of  a 
company  purchased  by  Baxter  in  1985  had 
made  and  sold  silicone  breast  implants. 

$556 


8,030 


to      _  _  _  .   -^^^^-"^  implants 

3iVI  Made  and  sold  silicone-gel  breast  implants 
through  McGhan  Medical  from  1977  to  84. 

6,597  $325  MILLION 

DATA:  COURT  RECORDS,  COMPANY  FINANCIAL  STATEMENTS 

they  have  also  had  some  painftil  experi- 
ences. Bristol-Myers,  for  one,  was  hit 
with  a  $25  milhon  verdict  in  1992.  "We 
continue  to  believe  that  resolving  most  of 
the  claims  thi-ough  a  single  foium  is  in 
the  best  interests  of  all  the  parties  in- 
volved," says  a  spokespereon  for  Baxter 
International  Inc.,  one  of  the  defendants. 
SCRATCH  ONE  BILUON.  Baxter's  eagerness 
for  a  deal  shows  just  how  much  the  in- 
dustiy  craves  an  end  to  this  legal  fiasco: 
The  Deerfield  (Ill.)-based  company  hasn't 
been  officially  involved  in  the  talks  since 
July,  when  it  was  expelled  by  plaintiffs 
for  balking  at  theii*  demands.  Dow  Com- 
ing, too,  has  stayed  on  the  sidelines.  On 
Aug.  22,  its  counsel  met  plaintiffs'  law- 
yers for  the  first  time  in  months  to  in- 
itiate talks  on  a  revised  deal. 

There  are  many  factors  impelling 
everyone  towaixl  settlement.  Dow  Com- 
ing, which  is  in  danger  of  becoming  the 
property  of  its  largest  creditor,  breast-im- 
plant plaintiffs,  says  it  has  ah-eady  spent 
$1  billion  defending  itself.  "It  was  Litiga- 
tion Inc.  that  forced  us  into  this  situa- 
tion," fumes  Dow  Coming's  president. 


Gary  Anderson.  Dow  Coming's 
half  owner,  Dow  Chemical  Co., 
which  is  not  pait  of  the  settlement 
talks,  says  it  spends  $10  milhon  a 
year  on  legal  fees  generated  by 
some  3,000  breast-implant  cases. 

On  the  plaintiffs'  side,  too,  a  col- 
lapsed agi-eement  means  delay  and 
a  loss  of  miUions.  One  estimate 
puts  plaintiffs'  lawyere'  investment 
at  least  at  $200  million.  The  wom- 
en at  the  center  of  the  storm 
could  end  up  with  nothing  from 
an  unsympathetic  jLuy. 

Many  of  the  estimated  1  to  2 
million  women  with  siHcone-gel  im- 
l)lants  ar"e  plotting  their  next  move 
in  the  event  no  acceptable  pact  is 
reached.  "It  would  be  wondeiful 
to  save  this  deal,"  says  Sybil 
Niden  Goldiich,  co-founder  of  Com- 
mand Ti-ust  Network,  a  support 
group  for  implant  recipients.  "But 
to  be  further  humiliated  getting 
5(2  on  the  doUai-  Ls  absolutely  out  of 
the  question."  Two  retaliatory 
measures  under  review:  a  boycott 
of  manufacturers'  products  or  a 
coordinated,  massive  opt-out  by 
plaintiffs.  Support-gi"oup  leaders, 
who  claim  that  mptured  silicone 
have  disabled  women 
worldwide,  have  begun  cuculating 
lists  of  products  made  by  the  vai-- 
ious  defendants  in  case  a  boycott  Ls 
declai'ed.  "We  know  we  can  wield 
a  lot  of  power,"  says  Armstrong. 
The  industiy  may  wield  even 
more,  given  its  financial  muscle.  As  nego- 
tiation time  grows  short,  the  defendants 
ai"e  backing  a  campaign  to  sway  public 
opinion  and  convince  women  that  a  deal 
is  their  best  option.  In  the  current 
probusiness  climate  in  Congress,  for  ex- 
ample, breast-implant  manufacturer  have 
become  the  poster  children  of  tort  re- 
form. Portraying  themselves  as  victims  of 
a  legal  system  run  amok,  they  have  skill- 
fully shifted  the  focus  fi"om  the  women's 
allegations  to  the  plight  of  businesses 
unfairly  accused  of  wrongdoing.  Com- 
plaining about  what  they  see  as  ura-ea- 
sonable  demands  by  plaintifi"s,  one  lawyer 
gripes:  "We're  talking  about  a  larger 
amount  of  money  than  Chnton  was  able 
to  g-amer  fi-om  Japan  and  West  Geimany 
when  he  was  trying  to  save  Russia." 

Dow  Coming  is  now  questioning 
whether  to  offer  silicone  in  other  pi-od- 
ucts  because  of  the  liability  it  might  face. 
To  plead  its  case,  Dow  Coming  ran  full- 
page  ads  in  19  major  newspapers  nation- 
wide in  May.  The  message:  No  link  exists 
between  silicone  gel  breast  implants  and 
disease.  "To  pay  large  sums  of  money 


1  of  plaintiffs,  and  too  little  money  add  up  to  legal  chaos 
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You  can  tell  the  difference  between  a 
)balyst  and  an  ordinary  PC  blindfolded. 


"Hey,  what's  with  tlie  blindfold?" 


TlieAIKTClobalyst'  630 
witli  Video  and  Data  Conferencing. 
More  than  just  a  PC  -  a  PC&C. 

Along  with  powerful  computing  abilities,  the  Globalyst  630  gives 
you  unsurpassed  communications  capabilities  at  no  extra  cost. 
Call  1  800  447-1124,  ext.  1154  for  the  name  of  the  nearest  reseller 
Or  E-mail  us  at:  pcc.info@daytonoh.attgis.com. 
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Communications  Power 

Vistium'"  Share  Software 
lets  up  to  6  people  in  different 
locations  collaborate  on  the 
same  document  at  the  same 
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conferencing from  multiple 
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MailElash'"  forwards  E-mail 
directly  to  your  pager,  so  you're 
never  out  of  touch. 
Netw(jrk  Central  lets  you 
share  information  with  your 
workgroup  quickly  and  easily 
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Legal  Affairs    ^ 


for  diseases  we  did  not  cause  is  unfair," 
says  Dow  Coming-'s  Ander-son. 

The  executive's  beef  comes  after  scien- 
tific reseai'ch  has  shown  no  tie  between 
silicone  and  a  variety  of  maladies.  Two 
recently  published  studies — one  by  the 
Mayo  Clinic  and  another  by  Harvard 
Univei-sity — found  that  women  with  sili- 
cone implants  are  no  more  Likely  to  de- 
velop autoimmune  or  connective-tissue 
diseases  than  women  without  implants. 
The  Mayo  Clinic  study  compared  the 
medical  histories  of  749  women  who  had 
implants  with  1,498  who  didn't  and  found 
no  greater"  incidence  of  disease  in  one 
group  than  the  other  Another  larger, 
more  comprehensive  study  is  due  out 
early  next  year. 

"DEAR  DOCTOR."  The  studies  don't  yet 
pr'ove  that  the  pi'oducts  are  safe.  And 
the  Food  &  Dnag  Administration,  which 
is  still  studying  alanning  niptiu'e  rates  of 
the  implants,  will  not  allow  gel  implants 
to  be  used  for  anything  other  than  recon- 
structive surgery  anytime  soon.  It  pulled 
them  fi-om  the  mai'ket  in  1992.  But  these 
two  studies  and  several  other's  do  weak- 
en plaintiffs'  claims  that  silicone-related 
diseases  ai-e  widespreafl.  "We  now  have  a 
reasonable  a.ssui'ance  that  silicone-gel  im- 
plants do  not  cause  a  lar'ge  increase  in 
traditional  connective-tissue  disease  in 
women  who  have  the  implants,"  conclud- 


ed FDA  Commissioner  David  A.  Kessler 
at  an  Aug.  1  congi-essional  heaiing.  Add- 
ed Dr.  John  S.  Sergent,  a  professor  of 
medicine  at  Vanderbilt  Univei-sity  School 
of  Medicine:  "The  only  thing  keeping  this 
issue  alive  is  litigation." 

To  be  sui"e  that  physicians  are  up  on 
the  latest  science,  a  New  York  public- 
relations  firm.  The  Dilenschneider  Group, 
sent  out  on  July  12  "Deai"  Doctor-"  letters 
to  r-heumatologists  ar-ound  the  country. 
The  goal  of  the  campaign  is  to  alert  the 
specialists,  who  diagnose  women  making- 
claims  against  implant  manufacturer's,  to 
what  DOenschneider  dubs  the  "junk  sci- 
■■■■  ence"  plaintiffs'  lawyers  dissemi- 
nate. Dilenschneider  principal  Mat- 
thew M.  Swetonic,  who  declines 
to  say  for  whom  he's  wor'king,  says 
he  simply  wants  to  get  accurate 
infor-mation  to  doctors.  Dow  Chem- 
ical, Dow  Coming,  and  Baxter  all 
deny  hii-ing  Dileaschneider,  while  a 
Bristol-Myer's  spokesperson  de- 
chnes  comment. 

Chemical  refuses  to  participate  in  talks,  .  Plaintiffs'  lawyer-s  ar'e  consider'- 
so  extra  funds  are  proving  tough  to  find.  launching  therr  own  pr  ma- 
 r                     chine  to  combat  the  industry  s 

WHO  WILL  QUALIFY  FOR  COMPENSATION 

Most  women  seeking  compensation  have 
ill-defined  symptoms  such  as  fatigue.  Set- 
ting new  criteria  to  qualify  for  money 
could  knock  plaintiffs  with  minor  ailments 
out  of  the  deal. 


The  Sticking  Points 

For  a  global  pad  to  work,  negotiators 
must  address  the  following  issues: 

WHO'S  LIABLE  AND  FOR  HOW  MUCH 

With  scores  more  women  than  anticipated 
filing  claims,  more  money  is  needed.  But 
Dow  Corning  is  in  bankruptcy,  and  Dow 


THE  STATE  OF  SCIENTIFIC  EVIDENCE 

Recently  published  studies  cast  doubt  on 
whether  silicone  implants  cause  disease. 
Though  inconclusive,  the  data  have  em- 
boldened manufacturers  to  bargain  harder. 

OPT-OUTS  A  new  deal  will  likely  include 
an  opt-out  clause  that  allows  plaintiffs  to 
pursue  cases  outside  the  settlement.  But 
too  many  opt-outs  would  hurt  the  pact, 
so  negotiators  are  wei<^hing  whether  to 
compel  women  into  mediation. 


blitz.  "We  have  to  have  somebody 
that  can  I'eact  to  the  total  trash 
being  put  out  ther'e,"  says  Houston 
attorney  Richar'd  N.  Laminack, 
who  represents  2,000  women. 

Laminack's  "total  trash"  refers 
to  reseai'ch  that  he  and  other's  con- 
tend is  flawed  and  biased.  The 
laundr-y  list  of  deficiencies  they  al- 
lege includes  the  chai'ge  that  re- 
searchers are  focusing  on  the 
wong  diseases.  Instead  of  pr'obing 
traditional  autoimmune  sicknesses 
such  as  lupus  and  rheumatoid  ar- 
thr-itis,  these  critics  argue  that  an 
atypical  disease  made  up  of  a 
hodgepodge  of  symptoms  such  as 
joint  pain,  fatigue,  and  hair  loss 
should  be  studied.  "The  attorneys, 
FDA  regulator's,  and  scientists  have 


VEXED  IN  ALABAR 


Federal  judge  9 
Pointer  sent  th 
parties  back  to 
drawing  table:  j 
certainly  have  1 
but  also  seriou^ 
doubts  about 
whether  it  can  1 
worked  out" 


been  looking  for  zebras  when  the 
suiToiuided  by  horses,"  says  Dn  N 
D.  Anderson,  an  associate  profes 
medicine  and  surgei-y  at  Johns  H( 
University. 
SHORT  TEMPERS.  While  the  battles 
science  rage,  another  war  is  on.  PI 
negotiators  are  incr-easingly  divide< 
the  terms  they'll  accept  in  a  new 
"There's  a  civil  war,"  says  one  \z 
The  rift,  which  has  led  lawyers 
sort  to  name-calUng  and  to  stormir 
of  meetings,  pits  class-action  cc 
against  lawyer-s  more  versed  in 
senting  individual  plaintiffs.  The  di 
has  not  only  complicated  the  settk 
talks  but  distanced  the  hundreds  o 
yers  nationvride  representing  impla 
cipients  from  their  negotiating  team, 
negotiator's  felt  strongly  that  ever} 
had  to  be  done  in  secr-et,"  says  Ga; 
Tr'outwine,  a  lawyer  representing 
730  women.  "As  a  result,  they  ha\ 
come  very,  very  isolated  and  ar 
keeping  other  lawyers  infor'med." 

The  plaintiffs'  negotiators  say  the 
ing  is  only  natural  in  s'uch  a  tense 
ronment  and  that  it  is  not  impedii 
forts  to  forge  a  new  deal.  "I've 
walking  out  of  meetings  for  two  j 
That's  negotiation,"  says  plaintiff  la 
Chesley,  adding  that  bicker-ing  has 
to  do  with  whether  or  not  a  new 
ment  can  be  reached  by  Aug.  80. 

Instead,  Chesley  says  it  will 
down  to  how  badly  all  the  parties 
it.  Everytliing  else,  he  says,  is  posti 
"The  defendants  would  like  the  put 
think  that  these  bad  old  plaintiffs' 
yers  want  to  destroy  Corporate  A 
ca,"  he  says.  "If  they  like  their  cas 
much,  let  them  go  to  cour't."  U 
Judge  Pointer  grants  the  parties 
time,  that  could  ver'y  well  be  w 
evei-yone  is  headed. 

By  Lin(ki  Himelstein  in  New 
with  John  Carey  in  Washington 
Keith  Naughton  in  Detroit 
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No  Load 

THE  ROBERTSON  STEPHENS 

GROWTH  &  INCOME  FUND 

Now  open  for  investment 


Seeking  high  growth 
without  the  high  wire. 


For  a  prospectus,  please  call: 

800-766-3863  ext:  508 


John  Wallace,  Portfolio  Manager 


A  POWERFUL  PARTNER 
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F  prospectus  containing  more  complete  Information,  including  management  fees  and  expenses,  call  Robertson,  Stephens  &  Company,  distributor.  Read  it  carefully  before 
y!  nvest.  You  sfiould  realize  that  investment  return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  original  cost 


Finance 


REAL  ESTATE 


TOWERS 

OF  STRENGTH 

In  many  markets,  commercial  property  is  on  the  rebound 


It  started  as  a  few  isolated  cases. 
Then,  slowly,  almost  imper-cejjtibly,  it 
spread  across  the  country.  Into 
aj^aitments.  Stoi-es.  Warehouses.  Ho- 
tels. And  now,  offices.  It  may  be  in  your 
very  building. 

What  is  it?  The  real  estate  recovery. 
After  many  fits  and  starts,  the  battered 
industry  is  finally  on  the  rebound  and 
picking  up  momentum.  "The  only  thing 
holding  the  market  back  right  now  is 
the  memoiy  of  the  past  five  years,  when 
people  got  badly  burned,"  says  Mark 
Zandi,  chief  economist  at  Regional  Fi- 
nancial Associates  Inc.  (RVA)  in  West 
Chester,  Pa. 

The  economic  e.xpan- 
sion  gets  a  lot  of  the 
credit  for  helping  shrink 
the  industry's  huge  in- 
ventory of  unused  office 
space.  Vacancy  rates, 
though  still  high,  are 
dropping  in  most  office 
markets  across  the  coun- 
tiy.  In  some  areas,  rents 
are  even  rising,  and 
hefty  concession  packag- 
es are  no  longer  neces- 
saiy  to  hook  tenants.  In- 
deed, in  a  few  markets, 
ground  is  being  broken 
for  new  office  constnic- 
tion  without  even  sign- 
ing up  tenants  before- 
hand. And  after  years  of 
being  a  drag  or  having 
little  imi^act  on  the  gross 
domestic  product,  com- 
mercial construction  is 
picking  u]>  speed  anrl  ac- 
tually adding  to  (;i)p 
gi'owth.  At  $1()4.4  billion,  real  spending 
on  commercial  structures  is  up  more 
than  9%  in  1995,  compared  with  2% 
growth  in  1994  and  drops  in  spending 
from  1991  to  1993,  according  to  figures 
from  RFA  and  the  Bureau  c :'  Economic 
Analysis. 

The  most  visible  sign  that  the  office 
sector  is  headed  for  better  times  is  the 
battle  for  control  over  one  of  the  world's 


PIECE  OF  THE  ROCK? 

Seeing  a  steadily 
improving  market 
in  top-flight  office 
buildings,  Chicago 
magnate  Zeil  is 
trying  to  buy  into 
Rockefeller  Center 


pi-emier  office  properties,  the  Rockefell- 
er Center  complex  in  midtown  Manhat- 
tan. Rockefeller  Center  Properties  Inc., 
(RCPl),  the  real  estate  investment  tnist 
that  holds  the  center's  .$1..3  billion  mort- 
gage, saw  the  major  owner  of  the  prop- 
erty, Japan's  Mitsubishi  Estate  Co.,  file 
for  bankruptcy  in  May.  Now,  despite 
the  loss  of  its  interest  stream  from  the 
mortgage,  savvy  investors  are  flocking 
to  RCPi's  doors.  The  draw:  cutting  a  deal 
with  RCPi  that  could  eventually  lead  to 
an  ownership  stake  in  Rockefeller  Cen- 
ter properties. 

Two  of  the  latest  players  trying  to 
buy  into  r;rpi  are  Chicago-based  real 
estate  magnate  Sam  Zell 
and  New  York  developer 
Jerry  Speyer.  Zell  says 
that  top-flight  office 
buildings  are  the  best  in- 
vestment opportunity  in 
real  estate  today.  He  ex- 
pects such  properties  to 
improve  steadily  for  the 
next  4  to  5  years  and 
doesn't  expect  much  new 
develo])ment  for  8  to  4 
years. 

While  midtown  Man- 
hattan is  a  hot  spot,  with 
\'acancy  rates  from  real 
estate  firm  Cushman  & 
Wakefield  showing  a 
drop  from  15.1%  to 
13.1%  in  the  past  year, 
the  outlook  for  the 
downtown  business  dis- 
trict around  Wall  Street 
is  gloomy.  Granted,  va- 
cancy rates  there 
dropped  to  18.7%  in 
1995's  first  quarter,  down  from  19.4% 
in  1994's  first  quarter.  But  as  compa- 
nies relocate  to  the  .suburbs  in  search  of 
more  modern  space  and  a  better  (juality 
of  life,  the  Wall  Street  area  and  other 
downtowns  are  suffeiing.  That  trend  is 
reflected  in  the  national  vacancy  rate 
for  central  business  districts  (cbds), 
which,  at  16.7%.,  is  virtually  unchanged 
from  the  prior  year. 
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There  are  exceptions:  Atlaiii 
vacancy  rate  slid  from  22.6%.  t. 
helped  by  pre-Olympics  leasiii: 
ity.  A  growing  financial  service- 
in  Boston  helped  vacancies  ii 
downtown  market  drop  from  f! 
1994's  first  quarter  to  11.1%  in 
first  quarter  But  some  areas,  ~ 
Dallas  and  Houston,  which  sufieivi 
massive  overbuilding,  still  look 
COLD  CASH.  The  suburbs  arc 
stoiy.  Even  while  downtown  D.i 
a  sharp  rise  in  its  vacancy  r:i 
the  past  year — from  33.5%  to 
subui'ban  Dallas'  rate  slid  fi-om  '1  \ 
16.6%.  Other  suburban  markr 
had  steep  declines  include  Seattle 
saw  vacancies  drop  from  27.7'' 
to  18.8%  in  the  first  quarter  - 
and  Chicago,  where  the  suburlia 
fell  from  18.6%.  to  15.4%. 

Landlords  in  strong  market>  - 
Charlotte,  Raleigh-Durham,  Atlam 
Las  Vegas  have  even  been  hikinL 
rents.  And  the  increases  are  con 
cold,  hard  cash.  In  many  other  y'. 
the  country,  the  gain  comes  in 
duced  need  to  entice  tenants  \' 
month  or  more  of  free  rent  or  inii 
ments  to  space.  Concessions 
free  rent  have  virtually  disappfu 
Boston's  suburban  and  downtown 
markets. 

In  some  markets,  demand  is 
that  new  constmction  is  just  amii! 
corner.  Peter  Goodell,  director  < 
estate  valuation  and  counseling  at 
ers  &  Lybrand,  points  to  Phoenix, 


^rthern  Virginia,  and  Washington, 
as  areas  where  the  income  from 
is  reaching  a  point  where  new  de- 
nent  is  close  to  becoming  feasible, 
opment  is  already  undei-  way  in 
,a's  Alphai'etta  suburb,  where  real 

company  Cousins  Pi'operties  Inc. 
Iding  a  six-story  office  building 
126,700  rentable  square  feet  "on 

-before  even  lining  up  tenants, 
ihe  first  speculative  office  building 
jak  ground  in  the  Los  Angeles 
■ince  1990  is  in  the  works  in  the 
■ies  ai'ea,  whei-e  the  entertainment 
ry  is  riding  high. 
V  constiTJction  is  booming  in  the 
rial  sector  of  the  real  estate  mar- 
actories  and  wai'ehouses.  Here,  the 
ilogy  industry  is  fueling  much  of 
owth.  The  sector  is  benefiting  from 


the  need  of  high-tech  manufacturers  to 
expand  into  state-of-the-ait  facilities.  In- 
dustrial vacancy  rates  have  di-opped  to 
7.4%,  a  30%  decline  from  a  year  ago, 
notes  Michael  Evans,  national  director, 
E&Y  Kenneth  Leventhal  Real  Estate 
Gimip.  Zandi  says  that  more  than  50%  of 
the  increase  in  the  sector  over  the  past 
year  comes  fr'om  liigh-tech  activities. 

Another  ai'ea  where  demand  is  start- 
ing to  outstrip  supply  is  in  the  apart- 
ment sector.  Vacancy  rates  of  3%  to 
4%  are  not  uncommon,  and  market 
rents  are  gTOwing  faster  than  inflation. 
The  outlook  is  not  nearly  as  bright  for 
retail  properties,  such  as  shopping  cen- 
ters, however.  When  growth  in  retail 
shopping  center  space  is  divided  by  a 
population  estimate,  the  result  shows 
i-etail  space  per  pei'son  growing  at  a 


compound  annual  rate  of 
2.4%'  from  1988  through 
1994,  accor-ding  to  the  Inter- 
national Council  of  Shopping 
Centers.  Use  the  same  i^op- 
ulation  figxires  to  get  the  in- 
crease in  real  retail  sales, 
however,  and  gT0\\'th  is  just 
1.5%.,  says  S.  Michael  Gili- 
berto,  director  of  Lehman 
Brothers  Inc.'s  commercial 
property  research  team. 
Overbuilding  in  retail  is  ac- 
tually worse  than  in  office, 
says  M.  Leanne  Lachman, 
of  Schroder  Real  Estate  As- 
sociates in  Manhattan. 
NEW  RULES?  The  key  to 
whether  real  estate  experi- 
ences another  boom-bust  cy- 
cle lies  in  how  much  devel- 
opment capital  flows  back 
into  the  industiy.  Banks  are 
likely  to  start  lending  again, 
but  Zell  thinks  that  there 
will  be  stricter  standards  for 
constiuction  loans  and  that 
the  days  of  virtually  all-debt 
deals  are  over.  Rents  have 
been  beaten  down  so  much 
that  boi'rowers  would  have 
to  show  that  rents  on  new  projects 
would  double  by  the  completion  of  the 
project  just  to  justify  the  deal,  says 
Zell,  adding  that  "even  lenders  aren't 
that  stupid."  Another  check  on  the  in- 
dustry is  the  mor-e  stringent  i-egulatoiy 
envir'onment.  "Today,  we  have  risk-based 
capital  rTiles,  and  enforx-ement  is  a  lot 
stricter,"  says  Leonar-d  G.  Sahling,  Mer-- 
rill  Lynch  &  Co.'s  r-eal  estate  economist. 

Will  it  i-eally  be  different  this  time? 
After-  each  boom-to-bust  real  estate  cy- 
cle, banker's,  investor-s,  and  developei-s 
have  swoi'n  that  they've  lear-ned  their' 
lesson.  But  somehow,  the  pr-omise  of  fat 
returns  has  a  way  of  shor't-cii'cuiting 
memor-ies. 

By  Suzanne  Wool  let/,  icitli  Karev 
Pennar,  in  New  York,  and  Richard  A. 
Melcher  iv  Chicago 
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■f  ncy  rates  in  seven 
'i  iitown  office  markets 


ATLANTA 

1991  1994  1995 

2r.4%"2276%"l7.3%' 

strong  job  creation  is 
spurring  developers  to  build 
without  pre-leasing  space. 


DALLAS 


1994 


1995 


1991 


DENVER 


1994 


1995 


^6%  33.5%  37.2%    21.1%  16.4%  15% 


i  5ive  overbuilding  and 
P  ity  of  life  issues  plague 
h  low/ntown  area. 


Fast-improving  region  is 
benefiting  from  migration 
out  of  California. 


BOSTON 

1991  1994   J995   

i773%"r374%rri% 

Landlord  concessions  to 
office  tenants  are  dwindling 
as  rental  rates  rise. 

LOS  ANGELES 

1991  1994    1995  

22.6%  24.7%  23% 

Downtown  LA  remains  in 
the  dumps,  but  some  sub- 
markets  are  improving. 


CHICAGO 

1991  1994  _1995 

22.8%"l975%"r778%' 

Suburban  office  markets 
are  strengthening  faster 
than  downtown  Chicago. 

NEW  YORK 


1991 


1994 


1995 


17.2%  15.1%  13.1% 

Big  blocks  of  prime  office 
space  are  hard  to  find. 

DATA:  BW,  CUSHMAN  S  WAKEFIELD  INC, 
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BANKS 


BANK  FRAUD, 

THE  OLD-FASHIONED  WAY 

Bad  checks  are  a  far  greater  problem  than  high-tech  heists 


When  a  young 
Russian  comput- 
er expert  ap- 
peared in  a  London 
court  on  Aug.  17  ac- 
cused of  electronically 
robbing  Citibank,  bank- 
ers were  seriously 
spooked.  By  allegedly 
penetrating  Citibank's 
corporate  cash-manage- 
ment system  from  St. 
Petersburg,  siphoning 
off  $400,000,  and  trying 
to  steal  over  $10  million 
more,  Vladimir  Levin 
and  his  cronies  raised 
the  specter  of  online 
fraud  being  perpetrat- 
ed against  banks  by 
outside  hackers  any- 
where in  the  world. 

Online  fraud  could 
eventually  become  an 
enormous  problem,  far 
outdistancing  other 
fonns  of  ft-aud.  Indeed, 
as  banks  rush  to  offer 
new  electronic  banking 
services,  crooks  "are 
moving  ahead  faster 
than  the  security  can 
keep  up,"  warns  Barba- 
ra E.  Hurst,  editor  of 
Bankers'  Hotline,  a 
newsletter  on  security 
and  compliance.  But  for 
now,  the  old-fashioned 
kind  of  fraud,  especially 
involving  checks,  is  a  far  more  senous 
problem,  costing  banks  billions  every 
year.  "While  on  occasion  you  will  have  a 
[breach]  in  an  electronic  system,  I  think 
you'll  find  the  incidence  of  a  break  will 
be  far  less  than  the  incidence  of  check 
fraud,"  says  Dan  McGurl,  president  of 
Bottomline  Technologies,  a  Portsmouth 
(N.H.)  maker  of  software  designed  to 
detect  check  fraud. 

Check  fraud  dwarfs  other  forms  of 
bank  fraud  (table).  With  Americans 
writing  some  60  billion  checks  a  year 
and  technology  such  as  desktop  pub- 
lishing making  fi-aud  ever  easier  to  com- 


mit, it  is  gi-owing  at  an 
alarming  pace.  "The 
No.  1  loss  for  banks  to- 
day is  checks,"  says 
Robert  H.  Rasor,  depu- 
ty assistant  director  of 
the  U.  S.  Secret  Service. 
"That  whole  system  is 
kind  of  up  for  compro- 
mise." The  American 
Banker's  Assn.  says  inci- 
dents of  check  fraud 
r-ose  136%  between  1991 
and  1993. 

The  amounts  of  mon- 
ey involved  in  check 
frauds  are  rising  as 
well.  Rasor-  tells  the  sto- 
ry of  a  case  dubbed  Op- 
eration Paper  Dr-agon, 
in  which  a  single  Viet- 
namese gang  would  de- 
scend on  a  town,  pr"int 
fake  payr-oll  checks  pur-- 
porting  to  be  from  the 
biggest  local  employer-, 
cash  them  at  various 
places  in  town,  and  then 
leave  in  a  matter  of 
days.  That  gang  took  in 
close  to  $25  million  and 
managed  to  oper-ate  for- 
about  seven  months  be- 
for-e  being  detected. 

Technological  advanc- 
es are  behind  much  of 
the  r-ise  in  check  ft-aud. 
Desktop  publishing  has 
made  the  manufactur-e 
of  fraudulent  checks  extr-emely  simple. 
Frank  W.  Abagnale,  a  document  secur-- 
ity  expert  and  consultant  who  is  himself 
a  onetime  for-ger-,  says  that  for-  less  than 
$10,000,  a  would-be  check  counter-feiter- 
can  obtain  the  eciuipment  necessar-y  to 
produce  fake  checks  in  as  little  as  12 
minutes. 

SCAN  SCAM.  The  procedure  is  simple, 
Abagnale  says.  First,  to  make  the 
checks  look  legitimate,  criminals  scan 
in  a  company's  logo  as  a  backgr-ound 
j)attem  for  the  paper-.  They  can  often 
obtain  a  company  executive's  sigTratur-e 
from  the  annual  report  and  scan  that  in 


as  well.  Then,  to  obtain  bank  accot 
formation  to  put  on  the  checks, 
call  the  company's  accounts-r-ece: 
department,  say  they  want  to  w 
money,  and  r-equest  the  necessary 
account  number-.  "Today,  there  i; 
company  in  Amer-ica  that  you  car 
and  say,  'I'm  wir-ing  you  mone; 
what  are  your  wir-ing  instr'uctic 
Abagnale  says.  Once  the  check 
pr-inted,  it's  a  simple  matter-  to  cas; 
ens  of  them  quickly. 

Banks  ar-e  taking  some  steps  t( 
tect  themselves  and  their  custo 
For-  example,  many  big  banks  now 
corporate  customers  a  system  k 
as  positive  pay,  which  allows  a  cus 
to  transmit  to  its  bank  r-ecords  of  i 
issued  each  day.  That  way,  a  ban 
r'econcile  the  customer's  list  vdt 
checks  presented  for  payment  am 
any  discr-epancies.  Don  S.  Tokunaj 
r-ector-  of  security  at  Fir-st  Inter 
Bancorp,  says  a  pilot  prog-r-am  for 
operating  in  Ai-izona  and  New  Mex 
fingerpr-int  noncustomers  tr-ying  t( 
checks  has  dramatically  reduced 
fraud  there. 

For  its  part,  Citibank  says  it 
grading  its  inter-na!  security  in  the 
of  LiOvin's  alleged  intriision.  A  sp 
woman  says  the  bank  has  added 
cur-ity  system  that  uses  passwords 

Crime  That  Pay^' 

Financial  fraud  and 
its  estimated  annual  cost 


CHECK 

ATM 

FRAUD 

FRAUD 

$10  1 

$18* 

BILLION 

MILLION 

CREDIT-CARD  | 

ONLINE 

FRAUD 

FRAUD 

$712  1 

$5 

MILLION  i 

MILLION 

*  1991    DATA  AMERICAN  BANKERS  ASSN  .  BANKERS  HOTLII 

change  ever-y  time  they  ar-e  used, 
no  matter  how  fast  the  banks  and 
regulators  move  to  combat  fraud,  ( 
inals  ar-e  keeping  pace.  Regulators 
banks  are  in  an  endless  game  oi 
and  mouse  with  criminals,  even  on 
fashioned  fraud,  and  experts  say 
online  fraud,  while  rar-e  now,  is  suJ 
rise.  "There  is  no  bulletproof  syst 
says  Edwar-d  J.  Hogan,  senior-  vice-] 
ident  of  MasterCar-d.  And  thanks  t 
creasingly  sophisticated  technolo 
the  bullets  ar-e  getting  mor-e  pow 
ever-y  day. 

By  Kelley  Holland  in  New 
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We  make  client/server  application 
development  software  for  increased 
productivity,  decreased  maintenance, 
faster  responsiveness  \ 
and  better  bottom  lines. 


)ftware  is  helping  over  1100  leading  corporations  and  government  agencies  worldwide  successfully  adapt  to  a  chang- 
orld.  With  every  thing  from  customer  service  to  distribution,  from  accounting  to  finance,  from  product  development 
duct  sales  In  fact,  we've  been  helping  our  customers  maximize  their  core  competencies  uith  proven  software  solutions 
?r  9  years.  To  join  our  client/server  success  stories  or for  more  information,  call  1-800-838-1843  ext.  3000. 
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CONSUMER  FINANCE  

NOTHING  SUB-PRIME 
ABOUT  THESE  PROFITS 

Lenders  embrace  "impaired"  borrowers — and  make  a  bundle 

Gai-y  K.  Judis,  CEO  of  Los 
Angeles  lender  Aames  Fi- 
nancial Corp.,  lives  in  a  $3 
million  home  in  Beverly  Hills 
and  in  1994  took  home  an  an- 
nual salary  and  bonus  of  $1.2 
million.  The  approximately 
6,000  customers  who  financed 
their  homes  through  Judis' 
company  have  rather  different 
balance  sheets.  Theii-  credit  rat- 
ings range  fi'om  slightly  flawed 
to  plain  awful  [B,  C,  and  D  in 
lender's  shorthand].  Most  have 
missed  at  least  one  mortgage 
payment  and  are  often  also 
loaded  down  with  cai'  loans  and 
credit-card  debt. 

Judis'  lofty  lifestyle  attests 
to  the  fact  that  catering  to  so- 
called  sub-prime  or  impairet 
credit  risks  can  pi'oduce  super- 
prime  profits.  In  the  year  end- 
ing June  30,  Aames's  revenui' 
jumped  52%,  to  $55  million. 
The  company  racked  up  a 
gross  profit  margin  of  30%. 

Lending  to  potential  dead- 
beats  was  once  regarded  as 
barely  a  cut  above  loan  shark- 
ing. Now  many  well-heeled  fi- 
nance companies  are  targeting 
this  market.  "The  commercial 
banks  have  always  sort  of 
thumbed  their  nose  and  ig- 
nored the  sub-prime  borrow- 
er," says  John  Heffern,  a  Nat- 
West  Securities  Corp.  analyst. 
"That  left  a  tremendous  oppor- 
tunity for  smaller  finance  com- 
panies." Says  Judis:  "What  we 
do  has  achieved  a  kind  of  legit- 
imacy we  just  didn't  have  before."  The 
stocks  of  some  of  the  major  players  are 
sizzling.  So  far  this  year,  Aames,  the 
Money  Store,  and  United  Companies 
Financial  are  up  on  average  an  astonish- 
ing 236%. 

10%  SOLUTION.  A  variety  of  trends  are 
driving  the  growth  of  the  impaired 
credit  business:  the  recent  recession, 
corporate  downsizing,  and  America's 
undying  love  affair  with  credit.  But  the 
alluring  profitability  derives  from  the 


LENDING  TO  TROUBLED 
BORROWERS:  A  HOT  STOCK  PUY 
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ability  of  lenders  to  levy  high  fees  and 
intei-est  that  moi-e  than  compensate  foi- 
the  risks.  In  1994,  the  annual  interest 
rate  on  the  typical  Aames  loan  was 
11.8%,  several  percentage  points  higher 
than  the  rate  for  "A"  quality  loans. 
Borrowers  also  have  to  shell  out  be- 
tween 9%  and  10%  of  the  total  loan 
value  in  up-front  fees,  compared  to  a 
recent  average  of  1.8%  for  an  untainted 
bank  borrower. 

Fat  profits  are  now  luinng  traditional 


Vo: 


mortgage  lenders  into  the  sub 
business.  Countrywide  Credit 
tries,  the  nation's  largest  indep 
mortgage  banker;  began  buyin 
and  C  quality  loans  from  mortga 
inators  in  mid-August.  Last  S 
ber,  Florida's  Barnett  Banks  j 
into  the  fray  by  acquiring  Equ 
Corp.,  a  sub-prime  lender,  for 
lion  in  cash. 

Sub-pr-irTie  auto  lenders  ha 
been  targeted.  In  March,  KeyCo 
it  would  pay  $305  million  for  th 
Finance  Group  Inc.  and  is  now 
to  br-eak  into  the  highly  fragm 
$65  billion-a-year,  sub-par  home 
lending  mar'ket.  Mor-e  banks  will 
predicts  A.  Jay  Meyerson,  head  o 
Cor'p  consumer  lending. 
"TIME  TO  WORRY."  Some  obse 
however;  ar"e  concer'ned  that  thes( 
ers  could  be  in  for  trouble  wh( 
next  r-ecession  hits.  David  Olson, 
ket  researcher  in  Columbia,  Md, 
ries  that  inflation,  which  in  th 
has  bailed  out  many  of  the  ri 
loans,  may  not  do  the  job  nex' 
around.  "Whenever  there's  this 
gr-owth  and  euphoria,  it's  time  t( 
ry,"  Olson  says.  Adds  Calvin  Wo 
rector  of  Standarxl  &  Poor's  Cor 
set-backed  unit:  "We're  i 
companies  1: 
izing  their  crl 
increasing  aci 
rates,  and  g€ 
ly  taking  on  more  risk." 

Already  there  is  evidence  of  ti 
In  March,  Search  Capital  Group, 
prime  auto  lender  in  Dallas  that 
public  in  December,  1993,  was  d( 
by  NASDAQ  after-  losing  $26  miU 
1994.  According  to  Robert  Idzi,  th< 
pany's  new  chief  financial  officer,  i 
Capital  erTed  by  using  $90  million 
in  1993  debt  and  equity  offerir 
make  "a  riskier-  categor-y  of  loai 
as  much  as  125%  of  a  car's  value. 

Judis  believes  Aames  has  its 
under  contr-ol.  For  one  thing,  he 
the  company  lends  only  55%  of  a  1 
value  to  risky  borrowers.  And  alt 
Aames's  foreclosure  rate  rose  st 
for-  four-  years,  it  plunged  in  th( 
nine  months  of  the  1995  fiscal  yea 
ed  June  30  to  imder-  2%,  a  drop  of 
than  half  from  1994  levels. 

Nor  is  Judis  concer-ned  abou 
prospect  of  new  competitors  or  o 
feder-al  disclosur-e  r"ules  that  take 
in  October-.  Some  experts  fear 
rules  could  raise  costs  for  sub-] 
lenders.  Responds  Judis:  "As  loi 
you  have  a  credit  system,  you'll 
people  who  abuse  it."  Lucky  for 
By  Nayiette  Byrnes  in  Los  Ai 


AAiViES  CEO  JUDIS: 
HIGH  UP-FRONT 
FEES  REDUCE  RISK 


TImakeSo 

OPrWARE? 


We've  been  making  successful 
application  development  software 
for  9  years.  And  counting. 


.aps  you 've  heard  of  a  few  of  our  clients.  Bell  Atlantic,  the  Chicago  Mercantile  Exchange,  Kaiser  Perm,anente 
the  U.S.  Army  are  among  the  over  1100  leading  corporations  and  government  agencies  we've  helped  worldwide 
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BY  GENE  G.  IWARCIAL 

BUYERS  SIZE  UP 
A  TIDY  PACKAGE 


Call  it  the  Comeback  Kid:  After  four 
years  of  red  ink,  Gaylord  Container 
(gcr)  will  be  in  the  black  this  year. 
Analysts  have  been  raising  their  1995 
and  1996  earnings  estimates,  but  Gay- 
lord,  a  producer  of  linerboard  and  con- 
tainerboard,  may  exceed  even  those 
revisions,  say  several  big  stakeholders. 

That's  not  the  only  reason  investors 
have  been  accumulating  stock.  They 
say  a  major  paper  and  forest-products 
company  has  been  doing  homework  "in 

GAYLORD  S  ROUGH  PATCH 
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1996  Est 

$3.00 

1995  EST. 

$2.69 

1994 

-$1.57 

1993 

-$1.41 


'FISCAL  YEAR  ENDS  SEPT,  30 
DATA:  BLOOMBERG  FINANCIAL  MARKETS,  SURVEY  OF  MONEY  MANAGERS 

preparation  for  making  a  buyout  offer 
for  Gaylord,"  whose  shares  trade  at 
10.  These  pros  put  Gaylord's  takeover 
value  at  20,  based  on  a  business  pick- 
up— fueled  by  firming  prices  and  in- 
creased demand. 

"Gaylord  is  a  pure  play  in  linerboard 
and  containerboard,"  says  one  big  inves- 
tor He  notes  that  several  paper  compa- 
nies have  been  filling  bilhon-doUar  war 
chests  for  acquisitions.  At  20  a  share, 
Gaylord's  price  tag  would  be  $1.2  bil- 
hon.  "Almost  all  the  industry  biggies 
want  to  be  lai-ger  players  in  linerboard 
and  containerboard,  too,"  this  pro  says. 

One  big  stakeholder  notes  that  Gay- 
lord, despite  recent  dire  straits,  is  re- 
bounding smartly,  with  strong  earn- 
ings growth  (chait).  On  the  other  hand, 
Gaylord's  stock  is  selling  at  "very 
cheap  price-earnings  and  price-to-cash- 
flow ratios,"  he  adds.  The  stock  is  trad- 
ing at  3.7  times  the  1995  profit  esti- 
mate, vs.  an  average  p-e  of  8.4  for  its 
peer  group,  and  3  times  the  1996  pro- 
jected earnings,  vs.  6.2  for  the  group. 

This  pro  figures  Gaylord  will  earn 
$2.69  a  share  this  year,  $3  in  1996,  and 
$3.65  in  1997 — ^way  above  analysts'  es- 


timates. According  to  Zacks  Invest- 
ment Research,  the  mean  estimates 
are  $2.29  for  1995  and  $2.69  for  1996. 

Linda  Lieberman,  an  analyst  at  Bear 
Steams,  rates  the  stock  an  "attractive" 
buy  on  fundamentals  alone.  Her  target 
for  the  stock  price  on  that  basis  is  15  to 
17  a  share.  Of  note,  she  says,  is  the 
way  the  company  has  been  paying  off 
debt:  In  the  past  two  months,  Gaylord 
has  paid  down  $40  milUon  of  its  bank 
term  loan,  and  a  total  of  $73  milUon 
since  January.  Gaylord,  she  notes,  has 
long-term  debt  of  $645  million.  Gaylord 
says  it  doesn't  comment  on  nimors. 

IS  THE  SUN  RISING 
ON  WORLDCORP? 

The  name  WorldCorp  (woa)  makes 
this  company  sound  as  if  its  two  op- 
erations would  be  natiu-als  as  global 
winners.  That's  what  some  money  man- 
agers are  betting  on.  Its  us  Order  unit, 
which  provides  transaction-processing 
software  for  home-banking  and  network- 
telephone  services,  has  deals  with  Visa 
International  and  Britain's  Barclays 
Bank.  And  its  World  Airways  has  piled 
up  a  contract  backlog  of  $463  million,  a 
big  jump  from  last  year's  $36  miUion. 

WorldCorp,  mentioned  favorably  in 
this  coliunn  back  in  February,  when  it 
was  trading  at  8/4,  is  now  at  12.  And 
Will  Weinstein,  senior  partner  at  Gen- 
esis Merchant  Group  Securities  in  San 
Francisco,  says  its  underlying  assets 
are  worth  20.  Weinstein  notes  that 
WorldCorp  is  trading  at  10  times  esti- 
mated 1996  earnings  of  $1.21  a  share. 
For  1995,  he  expects  the  company  to 
make  only  10^  a  share.  But  a  quan- 
tum leap  is  coming:  us  Order,  which 
has  yet  to  make  money,  will  start  pro- 
ducing "bountiful  profits  next  year," 
says  Gary  Craft  of  Genesis.  WorldCorp 
will  take  World  Airways  public  in  ear- 
ly October  and  reduce  its  stake  in  it  to 
59%.  The  carrier  also  expects  big  prof- 
its next  year,  says  Craft. 

World  Airways  is  an  international 
operator  of  charter  flights  for  passen- 
gers and  cargo  for  government  and 
cormnercial  customers.  Its  business  in- 
cludes jet  leasing  and  providing  other 
services  for  the  U.  S.  government,  Ma- 
laysia Airlines,  and  Garuda  Indonesia. 

WorldCorp  took  us  Order  (usor) 
pubhc  in  June  at  IS'A  a  share — retain- 
ing a  61%  ownership.  Visa  has  paid 
$15  milhon  for  about  60%  of  us  Or- 
der's operating  assets,  us  Order  will 
get  royalty  payments  from  Visa  on  cus- 


tomers that  use  its  technology. 
60  banks  have  agreed  to  use 
interactive  system. 

SWAMPED  BY 
INCOMING  CALLS 

Bells  are  ringing  at  WorldCom  ( 
formerly  LDDS  Commimicatio: 
nation's  fourth-largest  long-distani 
rier,  which  is  apparently  buyout 
Takeover  speculation  started  wh 
Uonaire  John  Kluge,  WorldCom's 
man  and  largest  stakeholder,  annoi 
on  Aug.  14  he  was  selling  hisi 
stake.  And  Kluge's  30.8  million  s 
got  snapped  up  quickly.  The  si 
held  by  Kluge  through  his  Metroi 
Co.,  went  for  30!4.  The  stock  clos 
the  same  price  on  Aug.  22. 

"The  many  deep-pocketed  pi: 
eager  to  buy  into  fast-growing 
Com,  suggest  buyout  intere 
strong,"  says  one  New  York  in 
ment  banker.  Some  pros  whisper 
one  big  buyer  is  Electronic  Data 
tems,  which  is  being  spun  off  by 
eral  Motors.  "Expect  eds  to  annc 
it  has  acquired  more  than  a  5% 
in  WorldCom,"  he  says,  eds  may  t 
cover  its  stake  for  a  while  unti 
ready  to  make  an  offer,  he  adds, 

One  big  investor  figures  that  "W 
Com  would  be  worth  $47  to 
share  in  a  takeover,  "ceo  Bemie 
bers  has  done  a  tremendous  jc 
sharply  increasing 
the     company's     WORLDCOM  I 
sales  and  earn-  A  BEVY  OF  SUf 
ings,"  he  adds. 
EDS,    a  leading 
computer-service 
outfit,  would  be 
able  to  provide  its 
customers  com- 
bined computer 
and  phone  servic- 
es   if    it  had 
WorldCom's  as- 
sets and  opera- 
tions, he  explains. 
Other  rumored 
potential  suitors 
include  Sprint, 
GTE,  and  the  Baby  Bells.  "But  cas 
den  EDS  has  the  best  chances  of 
vincing  Ebbers  about  a  deal,"  says ; 
pro.  Ebbers  says  "to  my  knowle* 
none  of  the  [rumored  suitors]  < 
bought  shares."  Like  any  public  coH 
ny,  he  adds,  any  offer  would  be  sutl 
to  holders'  approval.  "But  no  apppl^ 
has  ever  been  made." 
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NPROVEN. 
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comm  is  on  a  roll  with  its  cell-phone  technology 


/e  years  ago, 
[ualcomm  Inc. 
'as  a  tiny  but 
othersome  thorn 
side  of  the  cellu- 
ne  industry.  The 
ego  satellite  eom- 
itions  company 
ip  with  a  scheme 
panding  cellular 
k  capacity,  vitally 
in  regions  where 
'aves  are  saturat- 
!  problem:  The  in- 
had  already  set- 
1  a  method  for 
just  that.  Qual- 
muddied  the  wa- 
th  an  alternative 
■as  theoretically 
r  and  offered 
quality,  but  no 
.ew  whether  its 
?ated  technique 
^ork. 

■  still  aren't  sui'e — but  Qualcomm 
roll  anyway.  It  has  signed  up  10 
14  largest  cellular  operators  to 

proprietary  digital  technology, 
:dma,  for  code-division  multiple 

even  though  it  has  yet  to  be 
n  a  commercial  setting.  And  this 
r,  in  stunning  back-to-back 
cements,  two  of  the  biggest 

in  the  Federal  Communications 
ssion's  auction  of  licenses  for 
il  communications  services  (PCS) 
etedly  said  that  they,  too,  would 


be  using  Qualcomm's  technology.  The 
10-year-old  company's  stock  rose  along 
with  its  fortunes,  from  26  in  February 
to  a  record  high  54'/4  on  Aug.  16, 
before  di-opping  back  to  about  48,  where 
analysts  say  it  is  fairly  valued.  It  also 
rushed  out  a  public  offering  on  Aug.  9, 
raising  nearly  a  half-billion  dollars. 

Qualcomm  wants  the  money  so  that  it 
can  stop  licensing  its  technology  and 
start  manufacturing  gear  itself.  Presi- 
dent Harvey  P.  White  figures  the  in- 
dustiy's  move  to  CDMA  gives  Qualcomm 
a  once-in-a-hfetime  chance  to  make  the 


leap  to  the  major-  leagues  of  the  telecom 
equipment  business.  "I  think  wireless 
[equipment]  could  become  a  $40  billion- 
a-year  business,"  predicts  Qualcomm 
founder  and  CEO  Irwin  M.  Jacobs,  "so 
there's  plenty  of  room  for-  more  manu- 
facturers." Montgomery  Securities  ana- 
lyst Matthew  S.  Robinson  says  Qual- 
comm's move  into  cellular  equipment 
could  push  its  revenues  to  $1  billion  by 
1998,  from  $385  million  for  the  year 
ending  Sept.  30  (chart). 

Manufacturing  isn't  a  new  game  for 
Qualcomm.  As  the  world's  largest  satel- 
lite-based mobile  commimications  compa- 
ny, providing  communications  and  posi- 
tion infonnation  to  tinck  fleets,  it  makes 
the  equipment  that  goes  into  each  tmck 
as  well  as  selling  the  service.  Beyond 
telecom,  Qualcomm  is  known  for 
Eudora,  the  most  widely  used  Internet 
electronic  mail  package.  "Lots  of  stu- 
dents use  it,  and  every  time  they  use  it, 
'Qualcomm'  pops  up  on  the  screen," 

PREACHING        boasts  Jacobs. 

CDMA,  though,  is 

Qualcomm         Qualcomm's  ticket  to 

CEO  Jacobs  is  J^^ 

company  has  a  51% 

spreading  the  stake  in  a  $6i  mil- 
digital  gospel  manufacturing 
°       or-  venture  with  Sony 
with  a  lower-  Corp.  that  is  revving 

cost,  more-  ^  San  Diego  fac- 

'  toiy  to  churn  out  up 

powerful  to  1  million  phones 

Standard  a  month  by  yearend. 

Qualcomm  is  also 
getting  ready  to  manufacture  the  base 
stations  that  are  used  in  wireless  net- 
works, which  Northern  Telecom  Ltd. 
has  agreed  to  bundle  with  its  cellular 
and  PCS  switching  systems  for  the 
North  American  market.  "If  Qualcomm 
can  bring  in  enough  industry  exper- 
tise, or  if  it  can  develop  successful  joint 
ventures,  then  it  can  be  a  significant 
manufacturing  force,"  says  John  B.  Le- 
dahl,  analyst  at  market  researcher 
Dataquest  Inc. 

Still,  Qualcomm  is  only  a  tenth  the 
size  of  its  next-larger  equipment  com- 


'eaking 
it  of  the 
ickground 
)ise 


DMPANY  REPORTS, 
)MERY  SECURITIES 
ES,  YEARS  ENDING  SEPT,  30 


QUALCOMM  SHOWS  PROMISE... 


...AND  ITS  STOCK  IS  RISING 


'91     '92    '93     94  '95 
▲  MILLIONS  OF  DOLLARS  EST 
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A  MILLIONS  OF  DOLLARS  '-EST-' 
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ONCE  A  YEAR] 

WE  TURN 
COMPETITOR 

INTO  PEERS. 

Every  year,  Business  Week  brings  together  hundreds  of 
CEOs  from  top  U.S.  corporations  for  face-to-face 
interaction  and  discussion.  The  agenda  —  the  latest 
issues  affecting  quaUty  leadership.  Once  again,  this 
prestigious  event  will  take  place  in  Washington,  D.C., 
drawing  key  figures  in  business  and  government.  For 
CEOs  who  want  to  stay  on  top,  it's  a  valuable 
opportunity  to  meet  the  competition  and  find  out  the 
latest  strategies  for  effective  corporate  leadership. 


11995  Symposium  of  Chief  Executive  Officers 

g  Charge:  The  New  American  Leadership 

mber  27-28,  1995 

mard  Hotel,  Washington,  D.C. 

lA  Speakers: 


'CEO, 
Me 


Charlotte  Been, 
Chairman  and  CEO, 
Ogilvy  &  Mather 
Worldwide 


Earnest  W.  Deavenport,Jr , 
Chairman  and  CEO, 
Eastman  Chemical 
Company 


The  Honorable 
Newt  Gingrich, 
Speaker  of  the  House 
of  Representatives 


Arthur  C.  Martinez,  Richard  C.  Notehaert, 

Chairman  and  CEO.  Chairman  and  CEO, 
Sears  Merchandise  Group  Ameritech 


hmitt,  Raymond  W  Smith, 

CEO,         Chairman  and  CEO, 

Bell  Atlantic  Corporation 


George  Stephanopoulos. 
Senior  Advisor  to  the 
President  for  Policy  & 
Strategy 


The  Honorable 
William  E  Weld 
Governor, 

The  Commonwealth  of 
Massachusetts 


David  R.  Whitwam, 
Chairman  and  CEO, 
Whirlpool  Corporation 


Alfred  M.  Zeien, 
Chairman  and  CEO, 
The  Gillette  Company 


ation  with:  i 

National  Standards  Institute 
vdotor  Car  Division 
&  Struggles,  Inc. 
Semiconductor  Products  Sector 
;ipal  Financial  Group 
tute  Inc. 
X,  Inc. 
^rporation 


With  support  from: 

Greater  Washington  Initiative 
Wharton  Executive  Edtication 

Don't  miss  this  important  industry  gathering. 
For  registration  information,  please  call 
Julie  Terranova,  Registrar, 
Business  Week  Executive  Programs, 
+  1(212)512-2184. 
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http://www.windows.microsoft.com 


©1995  Microsoft  Corporation  The  Windows  Start  logo  is  a  trademark  of  Microsoft  Corporation 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 


Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

p.  O.  Box  3021,  Glen  EUyn,  IL  60138 
FAX  (708)  690-0565 


'I'm  II  vice  president  because  I  sold  22,000  gizmos 
this  year.  Hoio'd  you  become  a  v. p.?' 


// 


"i  made  a  great  deal  on  the  200, 000 
gizmos  you  didn't  sell  last  year. ' 


Excess  inventory  today. ..student  opportunity  tomorrow 


petitor.  It  has  no  way  to  match  i( 
novative  financing  plans  that  j 
companies  routinely  offer  system  f 
tors.  Instead,  Qualcomm  is  taldngi 
ity  positions  in  overseas  cellular  i 
nies,  such  as  Korea's  Shinsegi  Tj 
Inc.  and  Chile's  Entel  Telefonia  M' 
that  it  can  have  some  clout  as  t 
technology  they  choose. 
OLD  PROBLEM.  And  it  keeps  m 
CDMA  converts  at  home.  Some  ke 
ers  are  still  resisting — AT&T's  I 
Cellular,  the  largest  U.  S.  cellula 
ator,  is  I'oUing  out  a  competing  t 
ogy  called  tdma,  for  time-division 
pie  access.  But  cdma's  lovi^er  cc 
convinced  the  Bell  Atlantic-Nyne; 
less  joint  venture.  "We  had  tdiv 
few  markets,  largely  for  comp 
reasons.  We  did  not  actively  p: 
it,"  says  a  spokeswoman  for  the 
The  group  is  switching  to  cdma 
long  haul. 

Both  technologies  address  th( 
problem — lack  of  capacity.  Today' 
lar  systems  devote  a  single  cha: 
each  conversation,  tdma,  adopted 
cellular  industry  as  a  standard  i 
can  increase  capacity  threefold  by 
each  conversation  into  tiny  piec 
running  them  sequentially,  ci 
meant  to  ci-eate  10  times  more  c 
by  chopping  up  the  calls  and  spi 
them  across  all  available  chanr 
needs  only  one-half  to  one-third  ■ 
tennas  to  achieve  the  same  covei 
TDMA,  because  it  can  maintain 
quality  over  a  longer  distance. 

The  lower  cost  looks  to  make  ( 
hit  in  the  emerging  PCS  industr 
biggest  PCS  bidder,  Sprint  Telecoii 
cations  Venture,  a  joint  ventii ! 
tween  Sprint  Corp.  and  four  .  : 
partners,  has  announced  it  will 
CDMA  in  29  markets.  PrimeCo, 
nership    between    U  S   West  , 
Atlantic,  Nynex,  and  AiiTouch,  \\'\ 
go  with   Qualcomm  technolm 
because  of  its  lower  cost.  "( n 
quires  fewer  cell  sites,  and  ili 
pivotal  in  the  PCS  decision,"  .-  ^ 
Craig  Farrill,  vice-president  foi* 
nology  planning  and  developmt 
AirTouch  Communications  Inc. 

A  lot  is  riding  on  AirTouch.  ' 
launch  the  first  commercial  cdma 
this  fall,  an  upgraded  cellulai'  nt'i  \ 
Los  Angeles.  The  launch  has  . 
been  delayed  a  few  times  by  pr 
with  sound  quality  and  interl 
from  analog  signals.  Still,  says  i 
AirTouch's  trials  show  capacity  ii'* 
ing  by  8  to  12  times.  That's  the 
test  result  that  Qualcomm  devote  ■ 
to  hear  about. 

By  Larry  Artnstrong  in  San^ 


MINIMIZE  MASS. 
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90MHz  Pentium 
Processor 
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bit  true  color  ( 16.7  million  colors) 
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video 

i-bit  Sound  Blaster'"  compatible 
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:d  Lithium  Ion  battery 
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or  one  Type  111) 
ntegrated  pointing  device 
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Up  to  5  Hours 
of  Battery  Life 


THE  NEW  ULTRAPORTABLE  PORTEGE. 

Introducing  the  Portege  610CT,  the  newest  member  of  the  award-winning  Portege  Series.  Now  you  can 
get  the  incredible  speed  of  a  90MHz  Pentium  '  processor  in  an  ultraportable.  It  s  packed  with  all  the  features 
you'd  expect  in  a  full-size  computer.  A  Lithium  Ion  battery  provides  up  to  five  hours  of  use  without  a 
recharge.  Add  to  that,  a  spacious  720  Million  Byte  HDD,  a  large  9.5"  diagonal  color  display,  a  captivating 
sound  system  and  an  optional  Port  Replicator  for  one-step  connection  to  your  desktop. 

See  how  far  Toshiba  has  taken  portable  computing.    ^  ^   

And  think  where  it  can  take  you.  vl!^^ 
Call  1-800-457-7777  for  your  nearest  dealer. 


MVP! 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

aa  America  Information  Systems,  Inc  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  tbeir  respective  companies  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation 
The  Portege  Series  has  won  1994  PC  Computing's  Product  of  the  Year  and  Portable  MVP  and  PC  Magazine's  award  for  Technical  Excellence 
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Beyond  news.  Intelligence. 


your; 


FAX 


Machine 


Means  Business 


Opportunities!  Information!  Partners!  Contacts! 


over  90  million  fax  machines  in  the  world, 
find  out  how  to  use  yours  to  reach  an  audience  of 
intematioiial  businesses. 


Call:  1-800-760-1111 

We'll  send  you  everything  you  need  to  get  started. 

[by  faxjof  course] 
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EPRENEURS 


RING  HUNGARIAN 
iH  TECH  ON  THE  MAP 

disks  to  software,  hundreds  of  startups  are  thriving 

s  Kiirti  learned 
ut  disk  drives  the 
i  way.  As  an  electri- 
neer  in  Hungaiy  in 
Os,  he  repaired  the 
nist-era  computers 
oy  a  state-run  elec- 
company.  A  West- 
on technology  sales 
]ast  bloc  meant  few 
irts,  fewer  manuals, 
rs  of  tinkering, 
all  that  patience  is 
off.  Kiirti  boasts 
2,000  customers  for 
■tech  business,  Ktir- 
which  recovers  data 
ashed  hard  disks, 
h  the  company  got 
slow  start  in  1989, 
is  expected  to  dou- 
year,  to  $8  million, 
ers  ranging  from 
inks  to  the  Gemian 
lay  an  average  of 

0  rescue  their  data, 
^ays  say  we'll  have 
ays  Kiirti's  brother 
;ner,  Sandor,  who  is 
ire  engineer. 
ERS.  That  mix  of 
ower  and  drive  is 

something  new  in 

Jclpl^es.  I,;    Venture  capital  is  pouring  in, 
'J„Tha"g  which  is  critical  since 
rstoSoSr^  banks  charge  36%  interest  on 

iter  to  their  own 
But  a  growing 

of  highfliers  are 
ig  head-to-head  with  niche  rivals 

S.  and  Japan.  Says  Esther  Dy- 
)  runs  a  New  York-based  ven- 
'ital  fund  specializing  in  East 
n  technology  companies:  "There 
ortage  of  ideas.  The  potential 
tech  startups  is  huge." 

Hungary  isn't  the  only  home  to 

1  in  the  region,  it  stands  out  be- 
had  a  headstait.  Elite  Hungar- 
ersities  have  long  produced  ex- 
scientists,  including  several 


commercial  loans 


Nobel  prizewinners.  In  the  1980s,  Hun- 
gaiy's  attempts  at  economic  reform  al- 
lowed researchers  to  leave  their  labs 
and  set  up  their  own  small  businesses. 
Although  many  scientists  left  the  coun- 
try for  better  wages  and  labs  after  1989, 
those  who  stayed  behind  have  since 
gained  free-market  experience.  They're 
beginning  to  make  their  mai'k. 

Take  Graphisoft.  Back  in  1982,  Ga- 
bor  Bojar,  an  enterprising  mathemati- 
cian, left  the  Hungarian  Geophysical  In- 


stitute and  teamed  up  with  a  friend  to 
design  programs  for  three-dimensional 
screen  displays.  During  year-s  of  work- 
ing on  programmable  calculator's  and 
awkward  Russian  computers  that  kept 
breaking  down,  the  pan-  learned  to  write 
extremely  compact  computer  instruc- 
tions. In  1983,  executives  from  Apple 
Computer  Inc.  discover-ed  Bojar-  at  a 
Munich  tr-ade  fair.  They  encouraged  him 
to  develop  a  pi-ogi-am  designed  for'  ar'chi- 
tects  using  the  Macintosh.  Now,  Gi'aph- 
isoft  designs  and  mar'kets  Ar'chiCAD  soft- 
ware used  by  architects  around  the 
world.  Last  year;  sales  totaled  $12.5  mil- 
Uon,  mostly  overseas.  The  company  has 
units  in  the  U.  S.,  Germany,  and  Japan. 
FLEXIBLE  FIND.  Then  there's  Gabor 
Pr'oszeky.  A  mathematician  and  linguist, 
he  set  up  a  softwar-e  maker-  called  Mor- 
phologic in  1992  with  friends  from  Tech- 
nical University  of  Budapest.  Mor'pho- 
logic  won  a  contr-act  with  Microsoft  to 
provide  the  spell-checker,  hyphenation, 
and  thesaurus  programs  on  the  Hun- 
garian ver-sion  of  Micr-osoft  Word,  having 
provided  similar  programs  for  Lotus 
and  Wor'dPer-fect.  The  undei-lying  soft- 
ware was  so  flexible  that  Micr-osoft  is 
talking  with  Proszeky  about  handling 
the  versions  in  Polish  and  Romanian. 

As  the  high-tech  sector  takes  off, 
more  venture-capital  companies  are  pil- 
ing into  Hungaiy.  That's  critical,  be- 
cause banks  chai'ge  36%  inter-est  on 
commercial  loans,  making  borrowing 
next  to  impossible  for  many  entrepren- 
eurs. The  $120  million  First  Hungary 
Fund,  for  example, 
pi'ovided  a  crucial 
$16  million  invest- 
ment in  Bioi-ex,  a 
phamnaceutical  com- 
pany created  by  Pe- 
ter Literati,  a  leading  research  scien- 
tist. The  money  helped  him  to  develop  a 
compound  to  pi-event  the  side  effects 
of  diabetes.  It's  undergoing  trials  in 
Britain.  Says  Peter  Rona,  chair-man  of 
the  fund:  "It  was  a  long  shot." 

To  be  sure,  Hungary's  high-tech  sec- 
tor still  faces  its  share  of  pr-oblems.  Sci- 
entists often  lack  management  and  mar- 
keting expertise,  and  it  can  be  an  uphill 
battle  convincing  customei-s  that  Hun- 
garian companies  can  outdo  Japanese 
or  American  rivals.  Even  so,  the  Hun- 
garian scientists  that  stayed  behind  are 
making  an  increasingly  significant  contri- 
bution to  their  economy.  Not  only  are 
they  providing  jobs,  they're  also  show- 
ing other  fledgling  entrepreneurs  that 
Hungary  can  indeed  find  a  niche  in  the 
world  market  for  high  tech. 

By  T.  R.  Smart  in  Budapest  and 
Karen  Lourry  Miller  in  Bonn 
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Personal  Business 
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WANT  TO  HEDGE  YOUR  BET 
ON  THE  BULL?  TRY  OPTIONS 


Stock  jocks  shoukl 
be  feeling  pretty 
pleased:  The 
Dow  Jones  industrial 
average  is  up  20%  for 
the  year,  and  equity 
portfolios  are  showing 
handsome  returns. 
But  success  can  breed 
anxiety.  In  the  past 
few  weeks,  the  mar- 
ket has  hovered  in  the 
4600  range  and  has 
suffered  some  scary 
one-day  declines.  If  it 
tanks,  your  hard-won 
gains  could  fade.  Yet 
if  you  take  the  prof- 
its, you'll  owe  a  hefty 
chunk  in  capital-gains 
taxes,  and  worse,  you 
could  miss  out  if  the 
bull  continues  to  nan. 

Experienced  inves- 
tors can  resolve  this 
dilemma  using  stock 
options.  But  before 
you  venture  into  this 
realm,  make  sure 
you've  considered 
more  basic  ways  to 
reduce  risk.  Diversifi- 
cation is  one  of  the  most  fun- 
damental ways  to  hedge, 
since  the  more  sectors  you're 
invested  in,  the  more  likely 
it  is  that  some  will  go  up 
when  others  go  down.  Dur- 
ing high-flying  times  such  as 
these,  you  could  put  more 
emphasis  on  stocks  that  tend 
to  do  well  when  the  market 
declines,  such  as  gold  and  en- 
ergy. You  might  buy  into  mu- 
tual funds,  such  as  Dreyfus' 


Comstock  Partners  Strategy 
fund  and  Rydex  Ursa  port- 
folio, that  are  designed  to 
shine  in  down  markets.  Or 
you  may  simply  want  to 
move  more  of  your  assets 
into  cash. 

If  such  measures  seem  old 
hat  and  you've  crafted  a  fine- 
ly tuned  portfolio  you  don't 
want  to  disturb,  you  ought 
to  consider  options,  which  are 
simply  contracts  allowing  you 


to  buy  or  sell  lUO  shares  of 
stock  at  a  fixed  price  by  a 
specified  date.  In  contrast 
with  more  basic  strategies, 
options  offei'  a  precise  way 
to  protect  a  single  stock,  a 
specific  sector,  even  a  whole 
diversified  portfolio. 

Stock  options  are  lever- 
aged, so  you  need  only  put 
up  a  small  amount  of  capital 
to  produce  gains  substantial 
enough  to  make  up  for  dra- 


■Lk^i^iiifcLHI  You  can  buy  put  options 
as  ''crash  protection/'  the  way  you  buy 
coUision  coverage  on  your  car 


malic  losses.  But  unliki 
leveraged  bets  you  cai 
by  selling  stocks  sh 
playing  index  futures 
options  losses  can  be 
to  the  premium  you  p 
deed,  the  prospect  of  u 
ed  losses,  should  pri' 
up,  makes  futures  and 
selling  too  risky  for  mj 
vestors,  says  Scott  F; 
chief  options  strateg 
Swiss  American  Secur 
Writing  a  covered 
an  entry-level  options 
Essentially,  you  sell 
investor  the  option 
your  stock  at  a  set 
within  a  certain  time  ] 
You  pocket  the  cash  p 
front.  (Of  course,  th 
changes  act  as  internr 
ies  between  buyers  an 
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you  have  to  pay  bro- 
mmissions.)  That  set 
known  as  the  striking 
dually,  you  would  pick 
itly  above  the  stock's 

trading  price.  The 
er  of  the  call  hopes 
k  price  will  climb,  at 
)int  that  j^erson  could 

the  right  to  buy  the 
lore  cheaply.  So  if 
3ck  rises  above  the 
'  price,  it  probably 
ailed  away,  and  you'll 

sell  it,  unless  you 

again  to  buy  back 
on.  But  if  the  stock 
at  or  declines,  you 

premium,  along  with 
ding. 

5  how  it  might  work: 
1  100  shares  of  Mot- 
•ading  at  WA.  After 
;  a  46%  total  return 
ast  year,  you  decide 
k  has  nowhere  to  go 
vn.  So  you  write  a 

call  with  a  strike 
80,  allowing  whoever 
!S  the  call  to  pay  you 
lare  for  your  stock, 
ket  the  $275  premi- 
se option  sale.  If  the 
mbs  above  80,  your 
ill  be  called  and  you 
1,  missing  out  on 

gains.  If  the  stock 
change  or  drops,  you 
)ur  shares  and  the 
1. 

SHOT.  Covered  calls 
isidered  a  hedging 
because  the  premi- 
lides  a  cushion  that 
e  up  for  losses  when 
ick  declines  in  value, 
stocks  make  the  best 
,es,  since  you  get  a 
remium  for  them.  But 
I  call  option  is  not  go- 
ash-proof  your  portfo- 
ions  Bemai'd  Shaeffer, 
t  of  the  Options  In- 
vhich  pubhshes  news- 
n  options  strategies. 
1  really  want  to  cover 
i  losses,  you  need  to 
put  options.  Puts,  the 
of  calls,  are  the  right 
stock  at  a  set  price 
stated  time  fi"ame.  To 
roiu-  Motorola  holding, 
1  buy  an  option  to  sell 
•es  of  Motorola  at  75 
mid-October,  paying 
remium  for  that  right. 


Then,  even  if  the  stock  falls 
thi'ough  the  floor,  you  have 
locked  in  a  selling  price  of  75. 
If  the  stock  rises  in  price, 
your  option  expii-es  and  you'll 
be  out  the  $300.  You  can 
trade  options  before  they  ex- 
pire, but  if  you  are  hedging, 
you  should  leave  them  in 
place  as  long  as  possible. 
Don't  mourn  an  option  that 


but  you  can  hedge  for  up  to 
tlrree  years  using  long-term 
equity  anticipation  secuiities, 

or  LEAPS. 

You  can  also  save  money 
on  put  options  by  picking  a 
low  strike  price — meaning 
you'll  tolerate  a  large  decline 
in  value  before  selling  the 
stock.  The  purest  hedge  is 
"at  the  money" — when  the 


How  One  Hedge  Might  Work 

Since  put  options  increase  in  value  when  stock  prices  fall, 
you  could  protect  a  diversified  stock  portfolio  from 

a  sudden  market  decline  by  purchasing  puts  in 
the  Standard  &  Poofs  100  Index,  known  as  "OEX. " 

IYou  determine  you'll  need  five  put  contracts  to  protect 
your  $250,000  portfolio  by  using  this  formula:  Divide 
the  stocks'  value  by  the  value  of  the  index*  times  the  un- 
derlying number  of  shares,  which  is  most  often  100.  The 
math  in  this  case:  $250,000  divided  by  (529.59  X  100). 

2 You  only  want  the  protection  for  the  next  two  months, 
so  you  purchase  contracts  that  expire  in  the  middle  of 
October.  You  buy  "at  the  money"  puts  at  a  strike  price  of 
530.  They  trade  at  9Y:  points,  or  $950  per  contract,  so 
you  need  to  shell  out  $4,750  for  this  "insurance." 

3 Should  the  market  suffer  a  10%  correction,  your 
portfolio  would  decline  by  $25,000.  The  puts,  at 
expiration,  would  be  worth  53.67  points  per  contract, 
resulting  in  a  gam  of  $22,085,  or  about  88%  of  your 
portfolio's  losses.  If  the  stock  market  fell  20%,  the  puts 
would  recapture  96%  of  your  losses. 

4 If  the  stock  market  continues  its  ascent  or  remains 
flat,  the  options  expire  worthless,  and  you  are  out 
the  $4,750  you  paid  for  them. 

*  All  prices  are  as  of  Aug.  15,  1995 


expires  worthless.  Instead, 
think  of  it  as  an  insurance 
policy.  Just  as  you  buy  colli- 
sion coverage  on  a  car  while 
hoping  you  won't  have  an  ac- 
ciclent,  you  should  buy  put 
options  as  "crash  protection," 
hoping  you  won't  need  them, 
says  Richaixl  Mikahunas,  who 
is  in  charge  of  marketing  de- 
rivative securities  at  the 
American  Stock  Exchange. 

Also,  as  with  other  insur- 
ance policies,  you  can  nego- 
tiate a  lower  deductible  if 
you're  wUhng  to  assume  more 
risk.  For  example,  the  longer 
the  time  period  until  the  op- 
tion expires  (ft'om  one  to  sev- 
en months  for  standard  op- 
tions), the  more  expensive  it 
is.  A  one-  or  two-month  time 
frame  is  the  most  economical. 


DATA:  SWISS  AMERICAN  SECURITIES  INC. 

market  value  of  the  stock  is 
the  same  as  the  stiiMng  price 
on  the  option.  You  can  save 
on  premium  costs  with  an 
"out  of  the  money"  contract, 
where  the  stock  value  is 
higher  than  the  striking  price. 
The  more  "out  of  the  mon- 
ey" you  go,  the  less  expen- 
sive the  contract.  For  exam- 
ple, the  same  Motorola  put 
with  a  striking  price  of  70 
would  cost  $137.50. 

If  you're  worried  about  a 
group  of  stocks,  it  may  be 
easier  to  pi'otect  them  all  at 
once  rather  than  individually. 
You  can  buy  an  option  on  a 
broad-based  index  or  on  an 
index  that  tracks  a  specific 
sector.  If  you're  worried  that 
your  semiconductor  stocks 
might   crash,   says  Swiss 


American's  Fullman,  buy  a 
put  on  the  Pluladelphia  Semi- 
conductor Index.  Or  if  you're 
shielding  a  diversified  port- 
folio of  large-capitalization 
stocks,  try  the  Standard  & 
Poor's  100,  a  very  liquid  in- 
dex that  often  matches  hold- 
ings of  individual  investors. 

Buying  a  put  option  on  an 
index  is  similar  to  buying  one 
on  a  stock,  except  index  op- 
tions are  settled  in  cash.  The 
put's  value  rises  as  the  index 
value  drops.  If  you  do  noth- 
ing and  the  index  value  de- 
cUnes,  the  exchanges  exercise 
the  option  just  before  expi- 
ration and  deposit  the  cash 
in  your  account. 
STAY  COOL.  The  biggest  dan- 
ger of  hedging  with  stock  op- 
tions is  that  you'll  grow  so 
enamored  of  the  potential  for 
huge  short-term  gains  that 
you'll  start  speculating,  says 
Michael  Braude,  president  of 
the  Kansas  City  Board  of 
Ti'ade,  which  markets  options 
on  its  Mini  Value  Line  Fu- 
tures contract  as  a  hedging 
tool  for  individuals.  The  rea- 
son so  many  people  grow  to 
detest  options  and  futures  is 
not  because  they  hedged  but 
because  they  gambled  and 
lost,  he  says. 

Another  danger  is  that 
you'll  start  tiying  to  time  the 
market.  Once  you  buy  a  put, 
you'll  have  to  watch  options 
prices  daily  and  learn  to 
make  quick  buy  and  sell  deci- 
sions. "They  cause  you  to  do 
the  things  a  short-term  trad- 
er does,"  says  Shaeffer  Be- 
sides, he  says,  options  can  get 
costly:  "You  can  get  yourself 
into  a  psychology  of  having 
to  keep  buying  new  puts  as 
old  puts  expire." 

But  even  conservative  fi- 
nancial planners  say  this  may 
be  a  good  time  for  smart,  in- 
vestors to  make  a  first  foray 
into  options.  "Let's  face  it," 
says  Daniel  Masiello,  a  Staten 
Island  (N.Y.)  planner  with 
American  Express  Financial 
Advisors  Inc.,  "this  bull  mar- 
ket can't  go  on  forever."  And 
if  the  prospect  of  watching 
your  gains  erode  is  making 
you  queasy,  stock  options 
could  be  just  the  tonic  you 
need.  Amey  Stone 
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20  Year 
Level 
Term  1 

JoinI 
Avg 
Age 

Sur- 
vivor- 
ship 

35 

$410 

$485 

$630  ] 

50 

$1,816 

$805 

$860" 

$1,300] 

60 

$3J67 

55 

$1 ,785 

$2,235" 

$2,915 

70  " 

$6^590 

65 

$4,705 

$6,245 

$6,819 

80 

$25,100 

Annual  Premium*  ■  Prelerred  ■  No  Tobacco  use 

Undervi/nlten  by  ma|or  lile  insurance 
companies  given  highest  ratings  for 
financial  soundness  by  AM,  Best, 
Standard  &  Poors  and  (Moody's. 
CALL  FOR  A  FREE  QUOTATION  ON 
ANY  DESIRED  AMOUNT  AND  PLAN: 

1-800-444-8715 

Financial  Services  Group 
189  Reservoir  Street 
Needham.  MA  02194 
Through  our  multi-company  representation. 
Financial  Services  Group  offers  the  most 
competitive  products  available  in  today's 
marketplace  Permanent  life  plans  are  also 
available 

■Not  available  in  some  slates 


STOP  LOOKING  FOR: 


Imprinted  Business  Gifts 
for  Holiday  &  Recognition  Giving 

MAKE  US  YOUR  ONE  STOP  SOURCE 

Trademark  Adv  Group,  Inc  •  WashniglorTUJIs  NY13479-0382 
Fax  us  for  a  free  96  page  catalogi 

Toll  Free  Fax:  1-800-575-2463 


Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  tor  men  who  need  it 
Excellent  variety, 
styling  and  quality. 
Send  tor  FREE 
CATALOG 


HITCHCOCK  SHOES,  INC 

Dcpt,  ,S5J  llinshjm.  0204,^ 
 1-800-992-WIDE  


Culinary  Tools 


Savings  from 
PROFESSIONAL  CUTLERY  DIRECT 


The  Wiislhof-Tridenl 
6"  Cook's  Knife 
$70.00    JusI  $39.95 


SSH  addaion^l 
(Jdiiic  handle  (shi 
or  GfandPiiK  handle 


FREE  catalogue 
of  great  savings 
on  fine  knives  and 
ommercial  cookware 

Professional  Cutlery  Direct 
(800)  859-6994 

Dfrpt  Bw;'>  1  7(1  Boston  Pom  R.i  Su.te  1  i5,  Madison,  LT  0644 j 


Office  Supplies/Equipment 


America's  Lowest  Priced  Office  yniOMilSALE 

Supplies  Direct  to  You  Guaranteed 

']  Gtniiine 
1     ^  HP  DeskJet 
600/660C* 
Cartridges 

Black  S'>a99 

#5162yA  AtD  EA 
Color 

Lastr  Quality  #10 
Envelopes 
•  24  lb.  while  «ove 

SA75 

#COI30  't  BX/200 

PKor6) 

Packaging,    /-  \ 
Tape     (  1 
•2"  X  60  yds.  -J 
•  )2  mils  tluck   

#3750T  ^  EA 

MnnEBRflNO ' 
#1  Paper 

#1  Bxyiooo 

You  simply  won't  find  lower  pnces  on  brand  name  oftlee  supplies  than  at  Wholesale 
Supply  Company.  Over  9,700  different  items,  same -day  shipping,  and  all  at  pnces 
you  have  to  see  to  beheve.  We  gu;irantec  it  ,  or  5%  bxk  on  your  purchase!  Call  for 
details.  You  will  receive  our  FREE  .S52-page  catalog  with  your  first  order. 

1-800-962-9162      Ask  l-or  AJ  code  OOX.S 

Home  Study 

ACCREDITED 
B.S.  DEGREE 

in 

Computer  Science 

Eas)-lo-sludy  lessons  in  Multimedia.  C. 
C++,  Visual  Basic,  Assembly  Language. 
Unix.  Database  Design,  Cobol,  .Ada. 
Pascal,  &  many  more  lead  to  the  only 
home-study  BSCS  degree  accredited  by 
an  agency  recogni/ed  by  the  U.S. 
Department  of  Education. 
Professional  software  &  hardware 
provided  ai  no  extra  charge.  Programs 
in  Computer  &  Electronics  Engineering 
Technology  as  well,  45  years  experience. 
Accredited  by  ihe  Distance  Education 
and  Training  Council,  Washington,  DC, 

Free  Catalog:  1  (800)955-2527 

GRANTHAM 
College  of  Engineering 

Grantham  Culieae  Rd .  Sliddl.  l\  7046^-57(10 


Computer  Skills 


—  IMPROVE  

PRODUCTIVITY 

Learn  KeyboardingATyping 
in  ONLY  2  HOURS 

in  the  privacy 
of  your  office  or  home. 
For  all  computers,  incldg: 
IBM,  Compaq,  Apple,  etc. 

Only  $34.50  +  S/H 

Visa,  MC.  Discover,  Amex 

520/792-0530 

HERZOG  KEYBOARDING 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJel  Draft  Pro 

RuggedWriter  Draft/Master 
Eleclroslalic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingham,  AL  35222 

Phone:  205/591-4747  Fa«:  205/591-1108 
800/638-4833  •  E-mail  sales@dasher.com 


Sports  Equipment 


pnnce 

Tennis  Ball  Maihmes^ 


PORTABLE  •  BAHERY  OPERATED 
Coll  1-800-837-1002  for  free  brochure 


INVEST  IN  Y 


Your  VALUE  IS  Whai'n  n 
BS's  and  Masters  in  tin  : 
Engineenng  Through  Disi.n  . 
Call  No\^  For  FRF  K 
1-800/782-2422 , 

cm 


state  Approved 


ASSOCIATE,  BACHELOR  S  I 

DEGREE  for  Academic,  .\1 
Work  Expenence.  Accn  l 
resume  for  Free  Evaluat  H  1 
attendance 
ADAM  SMITH  UNIVh: 
2200  Main  St.,  Suite  ,t  r 
Wailuku,  Hawaii 
Ph  808/242-1819  Fax  500,161 


University  Dec 


Approved  Self  Paced  Ho 
Associate  Bachelors  Mastc 

Business  Admin.  Public  Ad 
Care  Admin.  Human  Resoura 
nternalional  Business.  Tech 
Paralegal.  Psychology.  Compi 
(800)477-2254  (24  h 
Southern  California  Unl 
for  Professional  Stui 
1840  E.  17  St-BW,  Santa  Ane 


Education/lnstrui 


EXTERNAL  DEC 

BA/BS  MS/MBA  Ph 
I  Credit  lor  work  /life  exp.  •  , 
(SCO)  444-8569  (24 

LaSalle  Univei 

I  Dept.  569  Mandeville,  LA  7 


MEfii  BY  Distance  L 

Maior  British  university  otters  accret 
Bachelor's  or  GMAT  needed  Chosen 
Intelligence  Unit  as  one  of  world's  best  h 

HERIOT-WArr  UNIVERSITY  j  (800) 
North  American  Distributor  I  <•  A; 
6921  Stoctston  St.  Suite  2,  El  Cerritc 
For  Immediate  FaxBack  literaturi 
fax  machine's  phone,  call  (510) ' 


fBACHELOR,  MASTER,  DO 

EARN  A  DEGREE  Use  your  past  e 
I  credit  towjfd  your  degree  No  class 
I  or  on-campus  attendance  Studie; 
r  experience  Seit-p?ced  S 
For  Mo  Co 

(800): 

6m  Uf 


Albuquefqiie,  New  fvlexicc 


Business  Servii 

RESEARCH  REP 

19,850  academic  lopics 
SendS2  00forthe290-pag 
Cuslom-writlen  reports  also 
RESEARCH  ASSISTS 
1  1322  Idaho  Ave  ,  #2i 
Los  Angeles.  CAQOif 
Toll  Free  Hotline;  800-3 
(California:  310-477-1 


FOR  AO  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX.  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  11  6061  1 


Internet  Services 


(800)641-6108 

ociation  of  Internet  Users  | 


iputer  Software 


LOW  MANAGEMENT 

your  business  cash 
I  daily/monthly/annual 
iminate  cash  shortage 
.  Runs  in  MS-Windows 
V  Program.  $39.95. 
261-1884  VISA,  MC 


lital  Available 


EIUOWOFF? 


tting  the  runarnund  tVom 
10  aren't  really  lending  ,' 
ase  lists  1,000's  of  allerna- 
i  and  investors  who  are 
financing  higher  risk 
;ntures.  CALL  todav  for 
800-580-1188  DimiMei};e 


Berkshire 
information  services 

To  find  out  about  some  of  the 
most  interesting,  aggressive 

growth  companies 
that  are  listed  on  the  U.S. 
markets,  log  on  to  Berkshire's 
World  Wide  Weh  Site 
on  the  Internet 
http://www.growth.coni 
e-mail:  berkshire@growth.com 

TEL:  201.200.0101  •  F.AX:  201 .200  041 1 


Advertise 

ON  THE 

Internet 

Reach  30-f  Million  Consumers 

1-800/693-7770 

Myers  Internet  Services 


Chicago  Internet  Services 


Put  Your  Company  on  the 
World  Wide  Web! 

We  create,  implement  Et  maintain 
your  WEB  site;  providing  hardware,  ! 

software,  design  Et  Internet  access  ; 

call  800.WEB.WRLD 


Real  Estate 


estigious  Nine  Bar  Ranch  For  Sale 


/eloped  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located 
ouston,  Texas  •  Renow/ned  International  Reputation  •  Excellent 
-rentage  in  Houston's  Growth  Corridor  •  Meticulous  Attention  to 
menities  •  Never  Before  on  Market  •  Brochure  Available 
lennifer  L.H.  Myers  Tel:  713/840-8853  or  Fax:  713/840-8854 

A.  L.  Salley  Realty 

sijcciiiltiing  tn  lirestigious  Ijchj  X  ranch  properties 


Corporate  Gifts 


ED  FOR  NAVY  AND  AIR  FORCE  PILOTS 


)i  Commander  Chkon(x;rai'H 
lis  of  functions:  six  hiuids.  four 
n  push  buttons,  rotating  be/el. 
nd  pohshed  stainless  steel  band. 
SlilKO  VD55  quaitz  move- 
iici  resistant  to  1(X)  ft.  tuid  vvitii 
-  111  hiuids.  this  attention-getter  v 
i  I II vestment  that  promises  to 
1 1  \  cilue.  Not  available  auy- 
('■  Money  backguiuiuitee.  Life- 
aiily.  A  $2a)  value.  Only  %99 
.cV:ll  SAME  DAY  SHIPPING.  Send 

Flight  Group  One 

D H .  Deft  1 402-BW,  Beverly  Hms,  CA  902 1 0 


Business  Opportunities 


^1     Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

INCLUDED  cassettes  will  explain  how  you  can  st;irt 

CBSI 4S6  Computer  several  or  all  of  these  twenty  proven 
businesses  part-time  and  still  retain  the  security  of  your  present 
position.  \{  you  purchase  our  software  and  business  program,  you  will 
receive  the  computer  and  printer  at  no  extra  cost.  If  you  already  own 
a  computer,  you  may  receive  a  discount.  Earn  potentially  up  to  $4,000 
<ir  mure  each  month.  Free  home  office  training.  Financinu  a\  :iil;ible. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1'800'343'8014,  ext.  769 

Computer  Business  Services,  Inc.  


Business  Opportunities 


INCREDIBLE  OPPORTUNITY 


Set  Up  Your  Own  Online  Mall. 
Start  leasing  space  and  selling  products  today.  With 
Online  Business  Works™,  our  $795.00  software 
package,  a  novice  user  can  set  up  an  Online  Mall 
in  minutes  and  start  leasing  space  to  local  mer- 
chants, manufacturers  and  distributors. 

Call  1-800-665-4635 


DEVELOPER  NEEDED 


to  finance  three  18-story 
$25  million  retirement  centers 

and  $7.5  million  McGolf 
courses  in  Nassau  County  on 

Long  Island. 
Call  McGolf  Royalty  Inc. 
(505)  821-5341 


Business  Services 


CONSIDERING  GOING  OFFSHORE? 


For  FREE  INFORMATION  on  Offshore  Asset  Pro- 
lection  Strategies  Offshore  Trusts  Intemattonal 
Business  Corporations  International  Banking  and 
Investing  Dual  Citizenship  and  International  Ven- 
ture Capital  Development  Asset  Protection  Annu- 
ities plus  Individual  Business  Opportunities  m  off- 
shore consulting  CallFFCInc  ,  1-600-633-2462- 
(FFC  Inc  IS  NOT  a  legal  accounbng  or  financial  plarv 
ning  firm  and  does  not  gtve  this  type  of  advice  See 
your  licensed  professionai) 


CONSULTANTS/TRAINERS 

International  firm  expanding  in 
US  needs  independent 
consultants  and  trainers  to 
represent  our  company.  We 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential. 
Extensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Engle,  VP  Development 
Department  WB995 
100  Kachel  Blvd.,#l50E 
Reading,  PA  19607 

(800)  799-6227 
FAX:  (610)  856-5918 


Franchising 


Franchise 

your  businesst 

Call  for  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

FrancofP^ 

Specalisls  m  Ftsnchise  Development 

1-800-877-1103  Bv^ 


Franchising 


Aoled  #1  by  entrepreneur  Mogoxine 
Selected  Ay  NnSfl's  Kennedy  Space  Cir. 


•  $60K  Liquid  -  Min.  60K  Equity 
'  Financing  Available  on  Balance  •  Master  Franchises  Available 

•  State-of-the-Art  Centers  •  No  Experience  Necessary 
•  Most  Comprehensive  Training  •  Full  Training  &  Support 
•  Turn  Key  Sites 


1  -OOO-^V^-I  235 


Personal  Business 


SHOW-AND-TELL  TUTORS 
FOR  WINDOWS  95 


"Dear  Auntie  Virus: 
No  matter  wha  t  I  do, 
I  can't  bring  my 
coynputer  into  the 

'90s.  Every  time  I  try  to  get 
onto  the  Information  Super- 
highway,  my  DOS  gives  me 
Das  Boot....  /  love  my  little 
286,  but  using  it  makes  me 


feel  like  I'm  stuck  in 
1986... and  I  hated  that  year. 
Signed.  Stuck  in  the  '80s." 

"Dear  Stuck:  What  you 
need  is  to  get... a  machine 
that  runs  Windows  9-5...." 

If  that  seems  like  a  fiinny 
way  to  get  into  Windows  95. 
that's  kind  of  the  point. 
Auntie  \lrus  is  a  character 
in  The  Improv  Presents 
Windows  95  for  the  Techni- 
cally Challenged,  fi'om  Gra- 
phLx  Zone,  an  interactive  CD- 
ROM  aimed  at  helping  people 
conquer  the  Win95  learning 
curve. 

With  the  arrival  of  Mi- 
crosoft's new  operating  sys- 
tem comes  a  slew  of  multi- 
media CD-ROMS  and  in- 
stinctional  videos  for  people 
who  don't  want  to  slog 
thi'ough  a  manual  wTitten  in 
computerese  or  one  of  the 
hundi-eds  of  commercial  books 
available.  And  by  letting  you 
trv  out  Win95  vourself  or 


watch  demonstrations,  they 
pro\ide  advantages  over  text- 
only  training. 

GrapMx  Zone  is  hoping  hu- 
mor is  the  way  to  get  non- 
propellei-  heads  to  absorb  an 
often-diy  topic.  Next  to  real 
meanings  in  a  glossary  are 
silly  explanations.  "DeNnce"  is 
defined  as  "de  guys  who 
busted   Joev  Buttafuoco." 


want  to  explore  Win95. 
There  are  10  "how  to"  mod- 
ules that  include  exercises  on 
customizing  the  desktop  and 
running  programs.  People 
can  try  Win95  tasks  them- 
selves, watch  the  computer 
demonstrate  how  things  are 
done,  or  see  (whenever  ap- 
plicable) how  Windows  3.1 
handled  the 
same  task.  A 


SOFTWARE 


"concepts"  area  uses  animat- 
ed cartoons  to  explain  the 
benefits  of  some  new  Win- 
dows 95  featui'es,  and  there's 
a  cjuiz  to  test  your  knowl- 
edge. But  some  of  its  tips 


quii-es  Win95  and  is  su 
to  work  seamlessly  w 
new  operating  syster 
five-chapter  course  pi 
demonstrations  and  si 
step  examples  of  fe; 
Classes  can  be  cust( 
for  Windows  newcom 
upgi'aders. 

T^vo  foiTner  Mcroso: 
dows  p 
manager 
the  trainers  in  a  new!] 
called  Learn!  Microso} 
dows  9-5  Getting  Stadea 
WmStnict  (800  242-484; 
first  in  a  three-tape 
(S20  each  or  S55  for  th 


Learning  an  Operating  System 


PRODUCT/PRICE/PUBLISHER 

EASY  TUTOR 
LEARN  WINDOWS  95 

$40,  CRT  Multimedia 

THE  IMPROV  PRESENTS 
WINDOWS  95  FOR  THE 
TECHNICALLY  CHALLENGED 

$40.  Graphix  Zone 

LEARN!  WINDOWS  95 
GEHING  STARTED 

$20each,  WinStruct 


COMMENTS 

Straiglitforward  CD-ROM  gives 
users  hands-on  lessons.  Includes 
quiz  and  glossary  of  Win95  terms. 

Nightclub  comics  play  characters 
who  steer  an  audience  through 
Win95.  The  CD-ROM  has  funny 
spots  but  soon  grows  tiresome. 

Videotape  is  first  of  three.  Former 
Microsoft  Wmdows  product  man- 
agers help  viewers  with  differences 
between  Win95  and  older  versions. 


Thi'oughout  the  progi*am,  an 
emcee  introduces  the  video 
characters  who  run  Win95 
classes,  played  by  comics  who 
have  worked  the  Improv 
nightclub  stages  nation\\ide. 
Ditzy  flight  attendant  Xan 
O'Second  pilots  a  lesson 
called  "Using  Windows 
Help  ...  As  a  Flotation  De- 
\ice."  Sergeant  Systems  USPC 
takes  usei-s  thi'ough  softwai'e 
basic  ti-aining.  And  Julia  FUes 
helps  people  "Get  Cooking 
Whh  Ajiplications. . . ." 
YUKMEISTERS.Although  the 
Improv  disk  contains  some 
funny  bits,  the  laughs  didn't 
sustain  my  interest.  Fortu- 
nately, not  all  training  CD- 
ROiis  rely  so  hea\ily  on  at- 
tempted humor.  One  that  I 
can  recommend  with  a  few 
reservations  is  Easy  Tutor 
LeaiTi  Windows  95  fi'om  CRT 
Multimedia. 

With  Easy  Tutor,  users 
can  choose  how  deeply  they 


DATA.-  BUSINESS  WEEK 

are  lame.  ("The  start  button 
is  gi'eat.  Tiy  using  it  when 
you  start  your  session.") 

Both  Easy  Tutor  and  the 
Improv  cUsk  work  on  comput- 
ers innning  Windows  3.1  or 
Windows  95.  The  S50  CD-ROM 
Microsoft  Windows  95  Starts 
Here,  available  in  September 
from  Microsoft  Press,  re- 


Getting  Start 
straightforwan 
informative,  wilj 
details,  such  a 
the  long  file  nai 
lowed  under 
would  appear  i) 
dows  3.1  progi' 
Another  tap 
$20  Microsoft' 
dows  95  Video 
from  GT  Inter 
Software,  tries  t 
the  same  humo 
as  Graphix  Zom 
guess  what'?  I 
funny.  Jennife: 
iston  and  Ma 
Perry  from  th 
show  Friendi 
a  cybersitcom  that  ui 
about  half  of  the  on( 
\ideo  (soon  to  be  a  CE 
The  sitcom  is  filled  \n 
ful  jokes  ("Plug  and 
What's  that,  some  k 
hair  replacement  for  k 
With  lines  such  as  thes 
might  as  well  just  res 
manual.  Edwan 


WORTH  NOTING 


■  HALLOWED  HALLS.  While  you  probably  know  base 
ball's  museum  in  Cooperstown,  N.  Y.,  you  may  not  \ 
miliar  with  the  other  halls  of  fame  in  North  Americ 
new  book.  The  Volvo  Guide  to  Halls  of  Fame  (Livin 
Planet  Press,  $12.95,  800  345-6665),  profiles  more  tt 
1,000  such  places,  honoring  ever^i:hing  from  Barbie 
dolls  to  questionable  medical  devices.  j 

■  UNCLE  SAM  SALES.  To  find  out  how  to  buy  govern 
ment  property — from  computers  to  jewelry  to  trucl' 
order  the  Guide  to  Federal  Government  Sales  (Iten 
143B,  $1.75)  from  Consumer  Information  Center, 
Pueblo,  Colo.  81009.  For  info  about  real  estate  sales 
you  can  also  send  for  the  U.S.  Real  Property  Sales  , 
(Item  515B,  free).  It's  updated  bimonthly. 
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siness  Week  Index 


UCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


;e  from  last  week:  0,7% 
:e  from  last  year:  4,8% 


Change  from  last  week:  0.0% 
Change  from  last  year:  8.3% 


■>]0 


PRODUCTION  INDEX 

—  Aug.  12=125.0 
1992=100 


LEADING  INDEX 

Aug.  12^  261,8  —  24C 
1967=100 


Dec  Apr  Aug 

4  1994  1995  1995 

s  are  4-week  moving  averages 

luction  index  mcreased  durmg  the  week  ended  Aug  12.  But  before 
3n  of  the  four-week  moving  average,  the  index  fell  sharply,  to  123.8 
5.1.  as  seasonally  adjusted  output  levels  of  autos,  trucks,  paper,  and 
oower  dropped. 

ing  index  was  little  changed  in  the  latest  week,  and  the  unaveraged 
,e  to  262.3,  from  261.5  in  the  previous  week   Higher  stock  prices  and 
3Wth  rates  for  materials  prices  and  M2  led  the  increase. 

on  index  copyright  1995  bv  The  r^cGraw.Hill  Companies      BW  leading  index  copyright  1995  by  CIBCR 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  OHG 

STEEL  (8/19)  thous.  of  net  tons 

1,873 

1,922# 

3 

AUTOS  (8/19)  units 

95,717 

103,549r# 

-24,5 

TRUCKS  (8/19)  units 

112,079 

107,665r# 

-8,4 

ELECTRIC  POWER  (8/19)  millions  of  kilowatt-hrs. 

79,332 

74.474# 

16,7 

CRUDE-OIL  REFINING  (8/19)  thous.  of  bbl./day 

14,157 

14,236# 

-1,4 

COAL  (8/12)  thous.  of  net  tons 

19,853# 

18,505 

-2,6 

PAPERBOARD  (8/12)  thous.  of  tons 

902, 4# 

906, 8r 

2,9 

PAPER  (8/12)  thous.  of  tons 

847, 0# 

852, Or 

0,4 

LUMBER  (8/12)  millions  of  ft. 

438, 7# 

435,1 

-8.2 

RAIL  FREIGHT  (8/12)  billions  of  ton-miles 

24, 2# 

23,6 

0.8 

Sources:  American  Iron  &  Steel   Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  .  American  Forest  &  Paper 
Association,  WWPA',  SFPA',  Association  of  American  Railroads 


ING  INDICATORS 


PRICES 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

PRICES  (8/18)  S&P  500 

559.31 

558.64 

20,6 

lATE  BOND  YIELD.  Aaa  (S/18) 

7.64% 

7.58% 

-5,3 

RIAL  MATERIALS  PRICES  (S/iS) 

113.8 

114.0 

NA* 

SS  FAILURES  (8/1 1) 

NA 

NA 

NA 

STATE  LOANS  (8/9)  bilhons 

$493.2 

$491, 6r 

12,0 

SUPPLY,  M2  (8/7)  biNions 

$3,695.7  $3, 687. Or 

3,3 

CLAIMS.  UNEMPLOYMENT  (8/5)  thous 

332 

321 

2.2 

;  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
oody's.  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
:ompanies).  Federal  Reserve.  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
failures  and  real  estate  loans   'Historical  data  available  from  CIBCR 


EST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

L  FUNDS  (8/22) 

5.68% 

5.90% 

4.66% 

KCIAL  PAPER  (8/22)  3-month 

5.83 

5.86 

4.90 

CATES  OF  DEPOSIT  (8/23)  3  month 

5.78 

5.80 

4,87 

lORTGAGE  (8/18)  30-year 

8.20 

8.02 

8,69 

ABLE  MORTGAGE  (8/18)  one-year 

6.05 

5.91 

5,66 

8/23) 

8.75 

8.75 

7,75 

Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

GOLD  (8/23)  $/troy  oz. 

382,750 

382.000 

0,2 

STEEL  SCRAP  (8/22)  #1  heavy,  $/ton 

146,50 

146.50 

8.9 

COPPER  (8/18)  e/ib. 

143.4 

140.1 

27.0 

ALUMINUM  (8/18)  tiib. 

88,8 

88.5 

25.0 

COTTON  (8/18)  strict  low  middling  1-1/16  in 

,  e/lb.  84.99 

81.68 

24.9 

OIL  (8/22)  $/bbl. 

18.54 

17.42 

5.9 

Sources:  London  Wednesday  final  setting,  Chicaj 

0  market.  Metals 

Week,  rviemphis 

iTidfket,  NYMEX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (8/23) 

96.36 

97.75 

99,36 

GERMAN  MARK  (8/23) 

1.48 

1.48 

1,54 

BRITISH  POUND  (8/23) 

1.54 

1.55 

1,56 

FRENCH  FRANC  (8/23) 

5.07 

5.06 

5,29 

ITALIAN  LIRA  (8/23) 

1617,5 

1623,5 

1571,3 

CANADIAN  DOLLAR  (8/23) 

1.36 

1,36 

1,37 

MEXICAN  PESO  8/23) 

6.270 

6,165 

3,355 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U  S  dollar, 
except  for   British   pound   in  dollars 


a  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machmery  and  defense 
l^Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


ME  SALES 

Aug.  29,  10  a.m.  ►  New  houses 
sold  at  an  annual  rate  of  700,000 
iays  the  median  forecast  of  econo- 
rveyed  by  mms  International,  one  of 
iraw-Hill  Cos.  Sales  in  June  rose 
I  a  728,000  pace. 

»ER  CONFIDENCE 

Aug.  29.  10  a.m.  ►  The  Confer- 
ard's  confidence  index  likely  rose  to 
I  August,  up  from  July's  99.9. 

IDOMESTIC  PRODUCT 

'ay,  Aug.  30,  8:30  a.m.  ►  Accord- 
e  MMS  survey,  the  Commerce 
econd  look  at  the  second-quarter 


gross  domestic  product  data  will  probably 
show  no  revision  to  the  0.5%  annual  rate  of 
growth  originally  reported.  The  economy 
grew  at  a  2.7%  pace  in  the  first  quarter. 

PERSONAL  INCOME 

Thursday.  Aug.  31,  8:30  a.m.  ►  Personal 
income  likely  increased  0.5%  in  July,  on 
top  of  a  0.4%  gain  in  June.  That's  suggest- 
ed by  the  jump  in  nonfarm  weekly  pay. 
Consumer  spending  probably  edged  up 
0.3%  in  July.  June  outlays  rose  0.2%. 

LEADING  INDICATORS 

Friday,  Sept.  1,  8:30  a.m.  ►  The  compos- 
ite index  of  leading  indicators  likely  rose 
0.1%  in  July,  after  a  0.2%  gain  in  June. 


EMPLOYMENT 

Friday,  Sept.  1,  8:30  a.m.  ►  The  mms  medi- 
an forecast  is  that  nonfarm  payrolls  grew  by 
155,000  in  August,  after  just  55,000  jobs 
were  added  in  July.  The  August  unemploy- 
ment rate  likely  rose  to  5.7%,  from  5.5%. 

CONSTRUCTION  SPENDING 

Friday,  Sept.  1,  8:30  a.m.  ►  Building  out- 
lays probably  rose  0.5%  in  July,  says  the 
MMS  report.  Spending  in  June  jumped  0.9%. 

NAPM  SURVEY 

Friday,  Sept.  1.  10  a.m.  ►  The  National 
Association  of  Purchasing  Management's 
business  index  probably  stood  at  51.5%  in 
August,  up  from  50.5%  in  July. 
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What  kind  of  economy  can  we 
expect  this  fall'  Who  better 
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and  Kathleen  Madigan  of 
BW's  closely  watched  Busi- 
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9  p.m.  EDT  in  the  Globe 
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are  available  for  downloading 
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Editorials 


WHAT  THE  U.S.  CAN  DO  ABOUT  TAIWAN 


Should  the  U.S.  start  worrying  about  the  prospect  of 
armed  conflict  between  China  and  Taiwan?  After  almost  a 
decade  of  relative  peace,  China  is  conducting  inilitary  exercis- 
es just  95  miles  from  Taiwan,  including  test-firing  missiles  and 
practicing  blockade  maneuvers.  The  objective?  To  influence 
Taiwan's  first-ever  du"ect  presidential  elections,  to  be  held  next 
March,  and  dissuade  Taiwan  fi'om  edging  toward  fonnal  inde- 
pendence. This  raises  the  appalling  possibility  of  ever-escalat- 
ing military  tensions  between  two  countries  that  are  both 
strategically  and  economically  critical  for  the  U.  S. 

Since  the  1970s,  the  U.  S.  has  mamtained  a  "one-China"  pol- 
icy, which  is  based  on  the  diplomatic  fiction  that  the  mainland 
and  Taiwan  are  both  pait  of  the  same  countiy,  wliile  imofficial- 
ly  keeping  up  economic  and  security  ties  to  Taiwan.  But  both 
China  and  Taiwan  have  changed  dramatically  in  the  decades 
since  the  policy  was  formed.  Taiwan  has  become  an  economic 
powerhouse  and  a  main  supplier  of  electronic  components  to 
the  U.  S.  Politically,  the  country  has  been  steadily  moving 
from  being  a  brutal  dictatorship  to  a  full  democracy  led  by  a 
new  generation  of  Taiwan-bom  politicians,  such  as  curi-ent 
President  Lee  Teng-hui,  who  are  more  interested  in  gaining 
international  recognition  than  in  working  toward  reunifica- 
tion with  the  mainland.  At  the  same  time,  China  has  moved 
from  basket  case  to  budding  superpower:  It  has  pumped  up 
both  its  economy  and  its  armed  forces  enough  to  be  confident 
of  its  ability  to  mount  an  effective  blockade  of  Taiwan. 

Over  the  long  run,  the  U.  S.  needs  to  conduct  a  high-level 
policy  review  to  reassess  and  perhaps  update  its  one-China 
policy.  Right  now,  however,  is  not  the  time  to  be  making  dra- 


matic changes  in  longstanding  policies.  Because  of  th(i 
tainties  of  the  coming  succession  in  Beijing,  the  Chine 
ership  is  exceptionally  unwilling  to  show  signs  of  wt 
Not  even  the  moderates  in  Beijing  want  to  be  seen  as]| 
Taiwan. 

For  now,  the  U.S.  must  move  carefully.  It  musj 
priority  on  buttressing  the  status  quo,  which  has 
both  the  Taiwanese  and  Chinese  to  prosper.  The  CUn| 
ministration  and  Congress  can't  simply  bury  theii'  heaci 
sand  and  hope  this  conflict  wall  fade  away.  Despite  tl 
imate  appeal  of  a  Taiwan  legally  separate  from  Chi 
U.  S.  can't  afford  to  egg  on  pro-independence  Taiwan 
iticians  by  giving  them  false  hopes  that  it  would  defei' 
against  a  Chinese  invasion.  That  means,  for  exam]i 
corn-aging  Taiwan  from  applying  for  membership  in  tli 
ed  Nations,  a  move  sure  to  inflame  China. 

At  the  same  time,  the  U.  S.  must  send  a  clear  ant 
biguous  message  to  the  Chinese  that  it's  totally  unac 
to  use  military  power  to  intimidate  a  neighbor'.  Hilla 
ham  CUnton  should  cancel  her  trip  to  Beijing  for 
coming  U.  N.  Conference  on  Women  to  show  Washing! 
approval  of  both  China's  saber-rattling  and  its  treat 
human  rights  activist  Harry  Wu.  And  Pr'esident 
should  ask  former  President  George  Bush  to  defer  hi 
uled  trip  to  China  as  well.  Additional  actions  may  be 
at  a  time  when  Boeing,  Ford,  Lockheed  Martin  ar 
companies  ar"e  making  major  new  sales  in  China.  But 
needs  a  politically  stable  Asia  even  more  than  it  nee 
ket  access. 


BREAST  IMPLANTS:  THE  EVIDENCE  ISN'T  IN 


Just  as  the  0.  J.  Simpson  case  has  become  the  benchmark  for 
how  not  to  conduct  a  murder  trial,  so  too  is  the  battle  over 
silicone  breast  implants  well  on  its  way  to  setting  new  lows  for 
product-liability  cases.  On  one  side  are  almost  half  a  milUon 
women  who  claim  they  were  or  could  be  harmed.  On  the  oth- 
er side  are  the  implant  manufacturer's,  including  Dow  Coming 
Corp.  and  Br-istol-Myers  Squibb  Co.,  which  face  the  possibility 
of  enor-mous  damages.  A  $4.2  billion  settlement — the  largest  in 
litigation  history — negotiated  a  year'  ago  to  settle  a  class  action 
was  supposed  to  avoid  ruinous  and  protracted  legal  pr'oceed- 
ings.  But  it  has  broken  down,  and  there's  little  hope  for  a  new 
agr'eement  by  the  Aug.  30  deadline  set  by  the  judge. 

One  thing  making  it  hard  to  reach  an  agreement  is  the  in- 
conclusiveness  of  the  scientific  evidence  presented  so  far.  Re- 
cent studies  show  no  link  between  implants  and  typical  auto- 
immune diseases  that  implants  were  originafly  suspected  of 
causing,  such  as  rheumatoid  ar'thr'itis  and  lupus.  But  women 
with  implants  may  suffer  from  other  diseases  as  well,  and  doc- 
tor's are  often  slow  to  recognize  pi'oblems  that  don't  fit  con- 


ventional categories.  For  example,  many  of  the  rece 
covered  tick-borne  illnesses  may  have  been  arour 
while  without  being  noticed  by  the  medical  professi(.i 

For-tunately,  more  answers  may  be  coming.  Scie  j 
Br-igham  &  Women's  Hospital  in  Boston  ar'e  nearing  tl  { 
a  huge  study  of  450,000  women  (of  whom  about  9,000  ^ 
plants)  that  examines  atypical  symptoms  as  well  as  1 1 
tional  suspects.  When  the  study  is  finished  in  early  19i  i 
be  attacked  by  whichever  side  doesn't  like  its  con 
But  however  imperfect,  this  research  and  other  studi 
fer  hope  for  finding  out  how  risky  silicone  breast  imiil; 
ly  are — and  how  much  compensation  women  deser'\  i 

With  new  evidence  on  the  way,  the  Aug.  30  deadli 
soon.  Rather  than  rushing  plaintiffs  and  defendant  i; 
settlement  that  may  fall  apart  again,  the  judge  she 
them  more  time.  As  one  scientist  observes:  "The  seai'd'. 
entific  truth  should  precede  all  the  Ktigation  and  fighti ' 
may  not  be  what  litigious  America  chooses,  but  relyir'd 
best  science  available  is  the  pr'eferred  alter-native  in 
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What  Does  a  Multimedia 
Phone  Call  Look  Like? 


»i,() 

NTERENCING 

i  face-to-face 
tings  across 
.-Quntry  at  a 
lent's  notice, 
e  graphics  and 
iments  without 
ng  your  seat. 


■ 


MULTIMEDIA 
MESSAGING 

Send  and  retrieve  — 
or  store-and-forward 
—  faxes,  e-mail, 
voice  mail  and 
electronic  bulletin 
board  postings.  On 
screen  or  by 
telephone. 


BROADBAND 
TRANSMISSION 

We're  a  technology' 
leader  in  implement- 
ing customer- 
premise  ATM.  So 
you  can  get  c(jst- 
effective  wideband 
transmission  on 
demand  tor  imagmg 
anil  eniianceil  data 
capabilities. 


COMPUTER 

TELEPHONY 

INTEGRATION 

Integrating  phones 
and  LANs  is  now  an 
affordable  realit\'. 
LANs  can  enhance 
data  flow  within  the 
enterprise;  Fujitsu's 
platform  can  extend 
that  flow  to  the  world. 


CALL 
CENTER 

Our  Automatic  C^all 
Distribution  capabilities 
mean  you  can  prioritize, 
pnjcess  and  analyze 
thousands  ol  incoming 
customer  orders  in  a 
smtcle  work  shift. 


the  Fujitsu  Multimedia  Platform,  it  could  look  like  an  ad  layout  an  associate  has  sent  to  your  P(],  or 
iroposal  a  colleague  has  bit-streamed  from  another  sales  office  —  even  a  workgroup  member's  face 
ing  a  "virtual"  meeting.  The  fact  is,  a  phone  call  coming  through  your  Fujitsu  Multimedia  Platform 
n  look  like  anything  you  want  to  send  or  receive,  from  anyone  else,  anywhere  else,  in  the  country. 
For  a  White  Paper  on  the  "Future  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 

1^^^ 


FUjlTSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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rHE  RACE  FOR 


Walter  Shipley 
CEO-Designate 
Chase  Manhattan 


he  megamergers  keep  coming, 
rhemical  and  Chase  join  ($10  billion 
eal)  to  become  the  largest  U.S.  bank. 

Time  Warner  goes  after 
Turner  ($8  billion)  to  stay 
on  top  in  entertainment. 
The  Disney-ABC  deal  ($19  billion) 
m  isn't  even  closed.  Name  the  industry- 

drugs,  utilities,  railroads-and  it's  the 
same  story.  Why  is  all  this  happening 

e  will  it  lead?  ..3/ 

SEP  -  t  IS95 


Id  Levin 
rman 
Warner 
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©1995  Microsoft  Corporation,  Microsoft,  Windows  and  the  Windows  logo  are  registered  trademarks  and  Where  do  you  want  to  go  today'^  and  the  Windows  Start  logo  are  trademarks 
of  Microsoft  Corporation,  Contact  us  at  http://www.windows.microsoft.com  for  more  information  about  the  Windows  95  operating  system. 


0 


Windows  95  makes  multitasking  on  a  PC  easy. 
So  now  you  can  print 
while  you  write 

while  you  run  an  old  DOS  program 
while  you  cruise  the  Internet 
while  you  do  whatever. 


Microsoft 

WHERE   DO  YOU   WANT  TO   GO  TODAY? 


What  If  You'd  Had  A  Tip 
►  Bet  It  All  On  Secretariat? 

3  Kentucky  Derby.  The  Preakness.  The  Belmont  Stakes.  The  first  horse 
25  years  to  sweep  the  Triple  Crown.  If  you'd  only  known.  Well,  know 
5:  Advanced  Micro  Devices  is  the  world's  second-largest  producer  of 
:roprocessors.  For  26  years,  we've  delivered  premium  performance 
:hGut  a  premium  price.  And  now  AiVlD  is  launching  the  next  generation 


family  of  Microsoft  Windows'  compatible  micro- 


icessors.  This  technology  will  dramatically  change  the  nature  of  competition 


the  PC  industry.  Innovation  like  that  could  bring  you  quite  a  payoff. 


it's  a  good  idea,  if  it  makces  a  difference.  Run  witli  it. 


AMD 


Run  with  it. 


1-800-222-9323    internet:  http:/AA/ww.amci  corn 


Micro  Devices.  Inc.  AMD  and  the  AMD  logo  are  registered  trademarks  of  Advan^-ad  Micro  Devices.  Inc.  AH  other  nam^s  art  D'"0>,.  t; 
rayson  Jockey  Club  Research  Foundation  by  Curtis  Management  Group.  Indianapolis.  iN 
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HOOPLA:  The 

Win95  rollout 


SOFTWARE  HARDBALL 

JUSTICE  PEERS 
AT  WINDOWS  95 

WIN95  HAS  AN  UNSOCIABLE 

side  that  may  give  the  Jus- 
tice Dept.  some  ammo  for  its 
continuing  antitrast  probe  of 
Microsoft.  The  problem  is 
that  Win95  sometimes  dis- 
rapts  rival  products'  Intemet 
lini^s.  Occasionally,  it  destroys 
Net-connecting  programs, 
such  as  Quarterdeck  Internet 
Suite.  Many  consumers  who 
bought  the  much-ballyhooed 
new  Microsoft  program  are 
complaining  about  this. 


The  Justice 
Dept.  is  looking 
into  competitors' 
claims  that  Win- 
dows 95  is  de- 
signed to  deprive 
other  players  of 
a  level  playing 
field.  In  early 
August,  Justice 
backed  off  from  seeking  an 
injunction  to  stop  the  Win- 
dows 95  debut,  but  it  still 
fears  the  new  Microsoft  Net- 
work built  into  the  progTam 
will  end  up  dominating  other 
online  services.  David  Pool, 
executive  vice-president  of 
CompuServe's  Internet  arm, 
grouses  that  Microsoft  has 
withheld  the  info  needed  to 
make  Win95  dial  easily  into 
non-MSN  Internet  providers. 

Microsoft  Chairman  Bill 
Gates  denies  it  has  kept  data 
from  CompuServe.  Microsoft 
says  that  it  is  working  to 
fix  blocked  links  between 
other  Internet  products  and 
Win95.  Stephen  H.  Wildstroin 


CAPITAL  OFFENSES 

THE  AIDE  THAT 
WOULDNT  LEAVE 

it's  the  same 
old  Washing- 
ton revolving 
iloor.  The  for- 
mer top  aide 
n  f  House 
Transporta- 
tion Commit- 
tee Chairman 
Bud  Shuster 

  (R-Pa.)  lobbies 

the  panel — and  helps  run  his 
reelection  campaign.  Ann  Ep- 
pard,  his  $108,000-a-year  chief 
of  staff  until  last  November, 
falls  afoul  of  no  law.  Federal 
conflict-of-interest  statutes 
ban  highly  paid  ex-Hill  staff- 
ers from  lobbying  former 
bosses.  Eppard  says  she  lob- 
bies members  of  the  commit- 


tee, never  the  chairman. 

After  helping  shape  feder- 
al transportation  {jolicy  for  25 
years,  she  opened  Ann  Ep- 
pard Associates  and  enlisted 
such  clients  as  Amtrak,  Con- 
rail,  and  the  Pennsylvania 
Tiu'npike  Commission.  As  of 
July  20,  her  company  has 
raked  in  more  than  $200,000 
in  fees.  "She  advises  us  on 
how  to  stracture  our  argu- 
ments," says  a  spokesman 
for  the  American  Road  & 
Ti'ansportation  Builders 
Assn.  Meanwhile,  she  has 
identified  herself  in  con  e 
spondence  as  assistaus 
treasurer  of  Shuster's  re- 
election gi-oup. 

In  a  May  interview,  Ep- 
pard argued  that  her  work  is 
typical  of  former  Hill  staff- 
ers. This  week,  neither  she 
nor  Shuster  returned  numer- 
ous calls.  Christi)ia  Del  Valle 


TALK  SHOW  UThe  ads'  message  about  the  spirit,  in( 
pendence,  and  inner  worth  of  today's  young  people  ha 
been  misunderstood  by  some . . . 
— Calvin  Klein  company  statement  as  it  withdrew  jeans  ads  in 
teens  in  suggestive  poses 

RACKET  SQUAD 

OUT!  OUT!  DAMNED  KNOGKOFFS 


selling  counterfeit  goods 
is  a  booming — and  blatant — 
business.  U.  S.  manufactui'ers 
fume  that  worldwide  losses 
fi'om  bogus  goods  have  bal- 
looned to  $200  billion  a  year, 
up  from  $5.5  billion  in  1982. 
Reason:  The  cops  prefer  to 
chase  drug  dealers  and  mur- 
derers. So  peddlers  sell  pi- 
rated movie  videos  right  in 
front  of  the  U.  S.  Pat- 
ent &  Ti-ademark  Office 
in  Washington. 

But  there's  a  crack- 
down in  one  spot.  Tlip 
Manhattan  District  At- 
torney's office  is  seeking 
to  evict  knockoff  artists 
from  a  major  distribu- 
tion center,  a  five-stoiy 
building  at  1165  Broad- 
way, near  27th  Street, 
where  officials  say 
wholesalers  flock  to  collect 
fake  merchandise.  Previous 
raids  have  failed  to  stop  coun- 
terfeiters, who  siinply  open  up 
shop  in  another  part  of  the 
building,  which  also  contains 
legitimate  distributors. 

With  the  help  of  1165's 
landlord,  Sam  Haddad,  the 
D.  A.'s   office   is   suing  to 


throw  out  alleged  co 
feiters  under  New 
"bawdy-house  law,"  ei 
in  the  19th  century  ti 
prostitutes.  Two  tenaw 
agreed  to  leave,  and 
others  could  face  evic 
they  don't  settle,  says 
lawyer,  Peter  Verby.  I 
more  have  filed  a  mol 
dismiss  their  cases,  a; 


that  the  bawdy-house  Is 
plies  only  to  vice  ciimes 
timized  companies,  incl 
Guess  Jeans  and  Ralph 
ren,  hope  other  cities  ca 
statutes  to  attack  kn( 
havens  such  as  those  oi 
tee  Alley  in  Los  Angek 
Buford  Highway  oi 
Atlanta.  Catherine 


THE  LIST  LOSE  SOME.  WIN  SOME 


The  Chemical-Chase  merger 
may  mean  the  loss  of  4,000 
jobs  for  metropolitan  New 
York,  where  the  workforce 
has  been  shrinking  since  the 
1980s.  But  the 
New  York  region 
also  boasts  the 
largest  number 
of  companies 
with  expanding 
payrolls.  Exam- 
ple: new  multi- 
media startups 
in  Lower  Man- 
hattan. The  San  Francisco 
area,  home  to  Silicon  Valley, 
is  No.  2.  Los  Angeles'  boom- 
ing entertainment  industry 
is  hiring,  too. 


JOB-GENERATIll 
COMPANIES 

METRO  AREA   NO.OFCOMI 

T NEW  YORK 

2  SAN  FRANCISCO 

3  LOS  ANGELES 

4  BOSTON 

5  DALLAS-FORT  WORTH 
S  CHICAGO 

7  HOUSTON 

8  MINNEAPOLIS-ST  PAUL 

9  PHILADELPHIA 
10ATLANTA_ 

*  During  most  recently  ended  fiscal  year, 
inclusion,  company  must  have  at  least  li 
payroll  growth  and  100  to  499  employees; 
and  500  to  999;  or  5%  and  1,000  or  more 
DATA  HOOVER'S  MASTERtlST  DATABASE.  THE 
REFERENCE  PRESS  INC. 
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The  Cup  is  a  biennial  competition  that 
brings  together  the  finest  professionals  from 
both  sides  of  the  Atlantic  in  three  days  of 
tension-filled  match  play  competition.  In 
continuing  testimony  to  the  noble  heritage 


Oak  HiUC 


■  (../lib.  site  of  the  1995  Ryder  Cup 


)lex  and  the  Ryder  Cup. 
Well  teamed. 

In  Kiawah,  South  Carolina,  in  1991, 
came  down  to  a  six-foot  putt  on  the  final 
ole  of  the  final  match.  Two  years  later  at 
'he  Belfry  in  Sutton  Coldfield,  England, 
le  outcome  was  decided  by  a 
iree-footer  on  the  penultimate  hole. 
1  both  cases,  the  American  Team 
merged  with  the  narrowest  of 
ictories  over  their  illustrious 
uropean  counterparts;  but  the 
idil  winners  were  the  millions 
f  fans  all  over  the  globe,  and 
le  Ryder  Cup  itself, 
'hich  is  now  widely 
;cognized  as  one  of 
le  most  stirring 
vents  in  all  of  golf 


Rolex  Oyster  Pe 
Write  for  brochure  Role 


Samuel  Ryder  was  a  generous 
sponsor  of  professional  golf  and 
donor  of  the  gold  trophy, 
the  Ryder  Cup 


of  golf,  the  Ryder  Cup  is  contested  not 
for  money,  but  for  the  far  greater  reward  of 

bringing  home 
one  of  golf's  most 
treasured  trophies. 
Underwritten  in 
1927  by  English  seed 
merchant  Samuel 
Ryder,  the  Cup  is 
hosted  in  the  U.S.  by 
the  PGA  of 
America, 

which  also  conducts  the  PGA 
Championship,  the  PGA  Seniors' 
Championship,  and  the  PGA 
Grand  Slam  of  Golf. 

When  play  begins  in  the  1995 
Ryder  Cup  Matches  at  the  Oak 
Hill  Country  Club  in  Rochester, 
New  York,  this  September,  all 
timing  functions  will  be  carried 
out  by  a  timepiece  with  its  own 
proud  history  of  dramatic 
performance.  Rolex.  The 
Official  Timepiece  of  ^ 
the  PGA  of  America.  ROLEX 


'  Datejust  Chronometer  in  stainless  steel  and  18kt  gold  uiilfi  matching  ] uhilee  bracelet 

USA..  Inc..  Dept  740.  Rulex  Buitdmg.  665  Fifth  Avenue.  New  York.  N.Y.  10022-5383 
Rlmx.  #,  Oyster  Perpetual,  Datejust  and  Jubilee  are  trademarks 
Ryder  Cup,  PGA  Championship,  PGA  Seniors'  Championship.  PGA  Grand  Slam  of  Golf  and  PGA  of  America  are  service  marks. 
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FOREIGN  INTRIGUE 


GE  BRINGS  IFFY  THINGS  TO  LIGHT 


CAT  SCAM?  Gear  never  got  used 


GENERAL   ELECTRIC,  MADE 

bold  by  the  Italian  authorities' 
Clean  Hands  probes,  has  won 
a  suit  against  a  Palenno  hospi- 
tal that  it  alleges  illegally 
awarded  a  contract  to  a  com- 
petitor. This  is  one  of  the  fu-st 
signs  that  the  govemment's 
anticonnption  campaign  is  tak- 
ing hold  in  Italy,  where  un- 
ethical business  practices  have 
long  been  shrugged  off. 


At  issue  here  is  a 
CAT-scan  device  that  GE 
sought  to  sell  to  Ospe- 
dale  Cervello  di  Paler- 
mo in  1987  for  about 
$940,000.  Instead,  the 
hospital  bought  the  ma- 
chine from  Tecnologie 
Medicali,  the  Italian 
agent  for  New  Elscint 
Technologies,  an  Israeli 
company,  ge  says  it  will 
seek  to  collect  ai-oimd  $200,000 
in  damages  from  New  Elscint, 
claiming  that  the  Israeli  ma- 
chine didn't  meet  the  hospi- 
tal's specifications.  The  hospital 
denies  that.  Neither  the  agent 
nor  New  Elscint  could  be 
reached. 

Bolstering  ge's  case  is  the 
three-year-old  Clean  Hands 
drive.  Prosecutors  are  alleg- 
ing there  is  wrongdoing  at 


DRAWN  &  QUARTERED 


the  hospital.  Six  of  its  doc- 
tors and  two  Tecnologie  Med- 
icali employees  have  been  ar- 
rested on  kickback  charges; 
they  couldn't  be  reached  for 
comment.  The  alleged 
scheme:  The  CAT  scan  was 
never  used,  and  patients 
went  for  tests  to  private  chn- 
ics,  which  paid  the  doctors 
$375  per  visit.  Clean  Hands 
has  resulted  in  scores  of  cor- 
ruption charges  against  judg- 
es, politicians,  and  business 
magnates.  Christina  Bennett 


ROSEN:  Home 
run  hitter 


Semiconductor,  and  Silicon 
Graphics.  The  fimd's  $2.5  mil- 
hon  1982  investment  in  Com- 
paq is  now  worth  $1.1  billion. 

General  partners  heading 
the  newest  fund  will  be  five 
Young  Tiu-ks  from  Sevin  Ro- 
sen. They're  sticking  close  to 
the  Sevin  Rosen  investment 
philosophy,  focusing  Fund  V 
on  making  seed  and  early- 
stage  investments  in  inforTna- 
tion  teclinologies  such  as  com- 
munications, semiconductors. 


and  software,  says  general 
partner  John  Jaggers. 

One  change:  the  younger 
gener'ation's  inter-est  in  bio- 
tech.  Fund  V  will  invest  in 
life-science  startups,  which 
Sevin  Rosen  fii-st  explored  in 
Fund  IV  with  such  invest- 
ments as  ArQule,  maker  of 
chemical  building  blocks  for 
driigmakers.  But  it's  too  soon 
to  assess  that  bet:  None  of 
the  Fund  IV  outfits  has  gone 
public.       Gary  McWilliams 


THE  BIG  PICTURE 


WHY  I  DO  THIS  JOB 

Not  surprisingly, 
their  paycheck  is 
the  main  reason 
people  work 
where  they  do. 
But  don't  under- 
estimate other 
factors.  Most 
people  say  the 
critical  element 
in  a  job  is  some- 
thing other  than 
take-home  pay. 


NUMBER  ONE  THING 
ABOUT  COMPANY 
THAT  KEEPS  YOU 
WORKING 
THERE 


PRODUCT  PEEK 


IT  PAYS  TO  PUFF  \ 
IN  BRITAIN 


1 


SMOKERS   FINALLY  (J 

break.  Britons  can  no 
an  annuity  paying 
higher  return  than  comjj 
ones  if  they  have  smol'" 
cigarettes  daily  for  thj 
decade.  Stalwart,  a  s: 
insurer,  apparently  b' 
lieves  smokers'  higher 


CAPITAL  IDEAS 

CAN  SEVIN  ROSEN 
WIN  SANS  ROSEN? 

H     I   THE    TORCH  IS 

^  I  being  passed  at 
high-flying  ven- 
ture-capital out- 
fit Sevin  Rosen 
Management.  Its 
newest  fund,  $100 
million  Sevin  Ro- 
sen V,  will  be  its 
first  wdthout  Ben- 
jamin Rosen,  the 
former  Wall 
Street  analyst- 
turned-venture-marvel,  as  a 
partner.  Rosen,  who  remains 
an  adviser  to  the  company,  is 
spending  more  time  on  an 
electric-car  start-up.  "I'm 
completing  the  phase-down," 
says  Rosen,  63. 

The  Dallas  company's  fii-st 
fund,  raised  in  1981,  is  consid- 
ered one  of  the  biggest  home 
runs  in  high-tech  investing. 
General  partners  Rosen  and 
semiconductor  gTiru  L.J.  Se- 
vin backed  such  blockblust- 
ers  as  Compaq  Computer, 
Lotus  Development,  Cypress 

FOOTNOTES  Bullish  on  the  market:  women,  40%;  men:  48%.  Bearish:  women:  7%;  men:  20% 


mortality  rates  meai! 
have  to  pay  for  fewer  i 
Smoker's  don't  even  hii 
keep  puffing  to  stay  ell 
Ghoulish?  Stalwart  ^\ 
ing  Director  Mike  Fullt ' 
in  a  statement  oiil.\ 
smoker's  would  have  ".i 
standard  of  living,"  tli; 
richer  payouts.  While  m 
ish  about  the  notion,  X 
Union  Insurance  Gr-oiUj 
other  giants  admit  the;™ 
have  to  follow  suit  if 
winner.  The  contr-asi 
compelling.  With  Stalv 
60-year-old  male  snioki 
pays  $77,000  would  gfi 
yearly.  Norwich,  like 
insur-ers,  makes  no  disti 
between  smoking  and» 
smoking  annuitants.  ^' 
payout:  $7,672.  Robinci 
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jummk:  1.3  years. 


tterfly:  2  weeks. 


•tie:  21  days. 


:ker:  6-7  years. 


igonfly:  48  days. 


foil  barb:  7  years. 


lerican  male:  72  years. 


this  eaj-th  have  such 
shojl'  life  expectancies, 
they  don  V  really  need 
to  worij  about 
RETIREMENT. 


THAT'S 

LIFE 


Inve.^t  in  a  NYLIAC 
Variable  Annuity* 
and  planning  for 
RETIREMENT  may 
very  well  be  one 
thing  you  wont  have 
to  wonj  about. 
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THAT'S 

NEW 

YORK 
LIFE' 


K  INSURANCE 


GROUP  BENEFITS 
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Readers  Report 


DISNEY  &  GO.  DRIVING 

THE  ECONOMY?  THAT'S  GOOFY 

Wall  Street  megadeals,  like  those  that 
saw  Walt  Disney  merge  with  Capital  Cit- 
ies/ABC  and  Westinghouse  Electric  pur- 
chase CBS,  still  seem  to  have  the  power  to 
propel  the  business  pi'ess  towai'd  flights 
of  fantasy.  How  else  to  explain  yom*  re- 
cent editorial  insisting  that  entertainment 
has  become  'the  chiving  force  of  the  U.  S. 
economy"  ("The  expanding  entertainment 
universe,"  Editorials,  Aug.  14).  Despite 
the  well-publicized  downsizing  of  some 
lai-ge  industrial  companies,  manufactiu-- 
ing  remains  the  true  engine  of  Ameri- 
can economic  gi'owth. 

U.  S.  economic  prowess  has  been 
built  on  high  productivity,  low  inflation, 
and  booming  exports — all  areas  where 
the  manufactuiing  sector,  not  entertain- 
ment, excels.  Manufacturing  productiv- 
ity grew  by  an  aver-age  of  2.4%  from 
1985  to  1993,  six  times  the  productivity 
growth  elsewhere  in  the  economy. 
Meanwhile,  prices  of  manufactured 
goods  have  risen  an  aver-age  of  only 
2.4%  a  year  since  1981,  half  the  rate 
of  services.  And  in  the  past  five  years, 
exports  of  U.S.  manufactur'ed  goods 
grew  at  an  aver'age  annual  r-ate  of  more 
than  10%. 

Mickey,  Minnie,  and  Goofy  may  be 
worthy  ambassadors  for  American  en- 
tertainment, but  when  it  comes  to  rep- 
resenting overall  economic  power,  they 
take  a  backseat  to  computers,  semicon- 
ductors, and  air-craft. 

Jerry  J.  Jasinowski 
Pr-esident 
National  Association 
of  Manufactur-er-s 
Washington 

ALL  ABOARD 

FOR  MACHU  PICCHU  

It  was  a  pleasure  to  read  Bob  Dow- 
Ling's  "Machu  Picchu:  A  magical  mystery 
toiu""  (Per-sonal  Business,  Aug.  21).  The 
r-ecovery  of  tourism  activity  in  Peru,  not 
only  for-  arxhaeological  and  historical  at- 
tractions but  for  a  variety  of  ecological 
and  natur-e  tour-s,  r'eflects  the  new  pr-e- 


CORRECTIONS  &CLARIFiCATIC 

"Glitches  in  the  system  at  dec"  (Inforr 
Processing,  Aug.  21)  overstated 
Equipment  Corp.'s  prior  pc  growth 
should  have  said  the  company's  wor 
PC  ranking  as  of  July  1  remained  ste 
11th  place.  In  addition,  the  story 
have  noted  that  three  national  pc 
chains  sell  its  products,  all  of  whici 
signed  up  by  the  group's  former  pre; 

In  describing  a  suit  filed  by  Ohio's  Ci 
ga  County  against  seven  securities 
"Cuyahoga  County  vs.  the  Street"  (In 
ness  This  Week,  Aug.  28)  impliet 
PaineWebber  Inc.,  a  defendant,  ha 
dined  to  comment  on  the  case.  Iti 
PaineWebber  told  business  week  thi 
transactions  cited  by  Cuyahoga  were 
ities  of  Kidder  Peabody  Group  Inc.,  w 
acquired  from  General  Electri 
PaineWebber  says  that  those  liabilit 
main  with  ge  and  that  it  expects  to 
moved  as  a  defendant  in  the  suit. 

In  "The  drought  won't  lift"  (Busines 
look,  July  31),  the  estimate  for  bad  lo 
Japan  each  year  is  2  trillion  to  5  trillic 

In  "Easing  your  way  onto  the  Net"  (Te 
ogy  &  You,  July  24),  the  price  for  F 
mance  System  International  lnterRA^ 
vice  should  have  been  $9  a  month. 


vailing  security  conditions.  Incidia 
the  State  Dept.  decided  on  Ju\y% 
r-emove  the  travel  wariiing  the  tj 
mentioned  in  light  of  the  positive  m 
es  PerTi  has  accomplished  in  recent 
Ricardo  \ 
Ambassador  < 
Was  I 

REVLON'S  ALLURE  , 
MAY  DEPEND  ON  PERELMAN 

Your  article  about  Ron  Pere 
empir-e  ("The  Operator,"  Cover 
Aug.  21)  illustrates  the  difficulty 
ing  value  on  a  privately  held  col 
The  method  used  by  business  w 
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little  thing  like 

iwelve 

ime  zones 

10 Id  up 

ur  9:00  meeting? 


The  world  of  business  today  is  just  that, 
the  world.  You've  got  legal  documents 
in  Berlin  and  presentation  materials  in 
Hong  Kong.  And  you  need  them  all  in 
your  hands  by  8:00  tomorrow  morning. 
Sound  impossible?  Not  with  the  newest 
worldwide  delivery  service  from  UPS. 
We  now  offer  overnight  delivery  of 
packages  from  around  the  world  to  major 
business  centers  in  the  U.S.,  guaranteed 
by  8:00  a.m!  You'll  also  feel  better  know- 
ing that  the  status  of  all  worldwide 
shipments  is  available  instantly  with 
our  global  tracking  network.  Remember, 
the  world  won't  wait  for  you  to  start 
the  business  day  And  now 
you  don't  have  to  wait  for  it. 
MOVING  at  the  SPEED  of  BUSINESS.' 


You're  on  the  brink.  About  to  plunge 


into  new  ways  of  doing  business. 


Manufacturing 


Company  Data 

9 


Remote 


WAN 


LAN 


Design 


Order  Entry 


Sales 


And  we  can  show  you  their  blueprints 


The  challenges  of  adopting  better  ways  to 
)usiness  are  well  documented.  Fortunately, 
re  the  secrets  of  doing  it  successfully. 

IBM  has  helped  companies  all  over  the 
Id  design  and  implement  multivendor 
nt/server  systems.  Systems  that  enable  them 
;ain  a  competitive  advantage,  adapt  to 
nge  and  get  closer  to  their  customers.  And 
"e  very  eager 

hare  what  we  Can  your  compu  ter 
e  learned. 

That's  not  to  say  we  can  transform  your 
ipany  overnight.  But  by  arming  you  with 
right  knowledge,  we  can  definitely  make 
process  more  efficient. 

We've  documented  the  experiences  of 
idreds  of  companies  in  our  Client/Server 
isor.  It's  an  extensive  Lotus  Notes'-based 
ary  of  proven  solutions  that  demonstrates 
1/  others  have  solved  many  of  the  problems 
face,  and  illuminates  the  potential  pitfalls. 


This  resource  lets  you  look  at  the  challenge 
from  every  angle,  to  find  real  solutions  that 
enhance  the  way  your  business  does  business. 

Even  better,  we're  prepared  to  dive  in 
with  you,  putting  knowledge  into  action.  IBM  is 
committed  to  a  variety  of  open  standards,  so  we 
can  help  maximize  your  current  investments 
and  integrate  the  new  technology  you  need. 

Whether  it's  made 
com  pa  ny  do  this?      by  IBM  or  anyone 

else.  The  goal  is  to 
design  a  system  that  can  change  and  adapt  as 
quickly  as  your  business. 

To  reap  the  benefits  of  our  experience, 
call  1  800  IBM-3333,  ext.  JA 110.  Or  visit  our 
web  site  at  http://www.csc.ibm.com  to  see  how 
we've  helped  others  meet  the  challenges  of 
client/server.  Before  you  make  the  leap. 


Solutions  for  a  small  planet 


Jortti  Amenca,  please  contact  your  local  IBM  office  Tfie  IBM  home  page  is  located  at  http  //www  ibm  com.  IBM  is  a  registered  trademark  and  Solutions  tor  a  small  planet  is  a  trademark  of  Internationa!  Business  Machines  Corporation  All  other  company  and/oi  product 
e  trademarl(s  or  registered  trademarks  of  their  respective  companies.  ©  1995  IBM  Corporation.  All  nghts  reserved. 
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I 


far  more  accurate  than  the  method  of 
Perelman's  associates,  may  also  over- 
state the  value  of  Perelman's  holdings. 

Ironically,  the  biggest  negative  may 
be  Perelman's  own  considerable  man- 
agement skills.  A  given  in  a  public  offer- 
ing is  that  his  eye  and  his  interest 
would  begin  to  move  elsewhere.  The 
company  may  not  perform  as  well  with 
his  operating  talents  removed.  That  fac- 
tor alone  may  lower  the  value  by  10% 
to  30%.  At  a  30%  discount,  Revlon  actu- 
ally has  no  net  worth.  This,  along  with 
the  other  factors  mentioned,  accounts 
for  the  inability  to  get  an  initial  public 
offering  done  in  1992  and  could  cause 
the  same  difficulty  in  1996. 

Tim  Raetzloff 
Edmonds,  Wash. 

PART-TIME  B-SCHOOL: 

PRIDE  AND  PROTEST  

With  four  children  and  a  mortgage,  I 
knew  that  studying  for  an  mba  part- 
time  at  Indiana  University  was  my  only 
option  ("Part-time  B-school  is  a  full-time 
grind,"  Personal  Business,  Aug.  21). 
From  1968  to  1972,  as  part  of  a 


B-SCHOOL  BLUES 

"Unless  you  can 
afford  the  time,  money, 
and  effort ...  at 
Harvard,  Stanford, 
Wharton,  Northwestern, 
or  Chicago,  you're 
wasting  your  time" 


gi'oup  of  seven  employees  from  Cum- 
mins Engine  Co.  and  Ai"vin  Industries 
Inc.,  I  carpooled  a  total  of  26,000  miles 
back  and  forth  from  Columbus,  Ind.,  to 
Bloomington  and  Indianapolis  to  com- 
plete night-school  MBAs.  We  had  the 
same  excellent  classes  and  professors 
as  the  full-time  students.  We  did  miss 
the  interaction  with  other  students  and 
professors  outside  of  classes.  But  we 
formed  class-project  teams  within  our 
caipool  group. 

It's  tine  there  is  no  salary  change  or 
promotion  upon  completion  of  a  part- 
time  MBA.  This  is  because  the  salary  in- 
creases and  promotions  were  continu- 
ous throughout  oui'  careers  rather  than 
at  MS  or  MBA  completion  milestones. 

Joseph  J.  Neff 
IndianapoUs 

One  of  the  biggest  problems  that  is 
faced  by  part-time  business-school  pro- 
grams is  they  do  not  carry  the  name 


recognition  of  the  full-time  progi'ams. 
However,  I  feel  that  the  mba  I  recent- 
ly earned  from  the  Keller  Graduate 
School  of  Management  was  well  worth 
the  sleep  deprivation  and  the  price 
paid.  The  progi*am  provided  me  with  a 
tremendous  boost  in  self-confidence,  the 
tools  necessary  to  compete  in  a  dynam- 
ic marketplace,  and  an  education  that  is 
directly  applicable  to  life  in  general. 
That  is  a  payback  far  more  worthwhile 
than  what  I  might  have  received  at 
another  school — one  perhaps  better 
known  for  its  football  team  than  its 
business  school. 

Theodore  L.  Codding 
Phoenix 

Not  only  is  part-time  B-School  a  full- 
time  gi'ind,  it  is  often  counterproduc- 
tive in  enhancing  a  person's  cai-eer  pros- 
pects. Unless  you  can  afford  the  time, 
money,  and  effort  (and  can  get  accepted) 
at  Harvard,  Stanford,  Wharton,  North- 
western, or  Chicago,  you're  wasting 
your  time  with  a  lesser  mba  program. 
While  the  very  top  schools  continue  to 
command  respect  and  high  salaries  fi-om 
employers  (in  part 
because  of  their  se- 
lectivity), quite  of- 
ten it  does  more 
harm  than  good  to 
earn  an  mba  from  a 
lightly  regarded 
institution. 

In  today's 
competitive  work 
environment,  the 
vast  majority  of 
middle  managers 
are  too  busy  to 
pursue  a  part-time  mba.  Frequently, 
those  who  do  so  see  their  work  perfor- 
mance suffer — vdth  predictable  results 
for  their  career.  Some  employers,  cor- 
rectly or  not,  view  an  mba  fi"om  an  un- 
distinguished institution  as  represent- 
ing a  candidate's  interest  in  taking  on 
staff  assignments  as  opposed  to  line  po- 
sitions, which  are,  of  course,  the  real 
work  of  most  businesses.  Longtime 
headhunters,  like  myself,  know  that  any 
undergi-aduate  degi'ee  provides  a  sig- 
nificant advantage  for  your  career.  The 
parallel  argument  cannot  be  made  for 
mba  programs. 

Bert  L.  Kizer 
Hinsdale,  111. 

MOTOROLA  MISSED 

AT  LEAST  ONE  S.O.S.  

In  "Motorola's  school  for  parents" 
(Up  Front,  Aug.  21),  Kevin  Kelly  re- 
ports that  Motorola  has  mailed  out 


copies  of  its  recently  researchcih/ 
let.  The  Role  of  the  Adult  iv  ' 
of  a  Child.  As  the  wife  of  an  c  , 
at  Motorola,  I  find  that  the  Cd! 
jump  onto  the  bandwagon  tn* 
too  late. 

In  the  past  six  year's,  Motor'n' 
sued  similar  booklets  on  educ;i 
the  drug  problem.  Interestingly 
over  the  last  few  years  I  have 
my  own  family  disintegrate  as 
of  a  workaholic  husband.  (Our  1. 
tion  from  work  and  the  childr. 
1976.)  All  of  my  pleas  for  helii  i; 
the  Motorola  Employee  Assistaiv 
gram  have  gene  unheeded.  Win- 
about  "40  hours  of  job-related  t 
yearly"?  Not  my  husband — he 
have  to  leave  his  work.  I'm  nn' 
with  an  impending  divorce  afi> 
ing  stood  by  my  husband  and  i 
for  26  years. 

Thank  you.  Motorola,  for  en 
ing  your-  executives  to  spend  tir 
their  families  and  to  take  an 
break  away  from  work.  (It's 
vacation,  I  think.) 

Elizabeth  Anne 
Aust 

A  GRISLY  PHOTOGRAPH 
THAT'S  BEYOND  THE  PALE 

Your  article,  "Russia's  really 
takeovers"  (International  Bi 
Aug.  14),  includes  a  grisly  close 
man  face  down  with  a  bull* 
tlii'ough  his  head.  The  death  of ' 
cer  is  unfortunate.  And  Bl 
week's  exploitation  of  his  d 
offensive. 

Karen 
Los  J 
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It's  Your  Worli 

Inve 


London        Hong  Kong        San  Francisco  Tokyo 


You  will  receive  a  prospectus  for  the  G,T.  Global  Growth  Funds  with  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and 


It. 


P 

ach  of  us  is  part  of  a  larger  picture  today. 
A  global  economy.  Which  is  why  we  believe  it 
makes  sense  to  look  beyond  our  national  boundanes 
for  investment  opportunities. 

Look  to  G.T.  Global.  We  specialize  ui  global 
mutual  funds.  Since  our  founding  in  London  over 
25  years  ago,  we've  witnessed  the  economic  ups 
and  downs  in  every  part  of  the  world.  Our 
expenence  and  worldwide  presence  helps  us 
distinguish  the  peaks  from  the  valleys.  And  our 
broad  selection  of  funds  gives  you  a  range  of  choices 
based  on  your  own  objectives  and  comfort  level. 

Talk  to  your  financial  adviser  about 
G.T  Global,  or  call  us  for  more  information.  We 
have  aO  kinds  of  ways  to  invest  in  your  world. 
Whether  you're  trymg  to  take  a  big  leap,  or  sunply 
seeking  a  careful  but  steady  ascent. 

1-800-824-1580 


>RE  Toronto 


G.T.  Global 

Mutual  funds 


ng  political  and  currency  risk.  Please  read  the  prospectus  carefully  before  investing.  G.T.  Global  Financial  Services,  Inc.,  Dist.  50  California  St.  San  Francisco,  CA  94111 


Books 


TRUST 

The  Social  Virtues  and  the  Creation  of  Prosperity 

By  Francis  Fukuyama 
Free  Press  •  457pp  •  $25 


WHEN  SELFISHNESS 
DOESN'T  PAY  OFF 


Francis  Fukuyama  is  not  one  to 
shy  away  from  the  big  issues.  In 
his  1992  book,  The  End  of  Histonj 
and  the  Last  Man,  he  argued  that  the 
cold  war's  end  had  allowed  the  emer- 
gence of  a  global  consensus  in  which 
liberal  democracy  and  a  market  econo- 
my were  seen  as  the  only  viable  ap- 
proaches to  organizing  society.  Critics 
assailed  him  for  bmshing  aside  such  is- 
sues as  militant  Islam  and  ethnic  tur- 
moil in  the  old  Soviet  bloc.  Yet  the  book 
clearly  helped  shape  the  debate  on  how 
the  world  would  evolve  after  commu- 
nism's collapse. 

Fukuyama,  a  senior  social  scientist 
at  Rand  Corp.,  has  now  come  out  vdth 
Trust:  The  Social  Viriues  ami  the  Crea- 
tion of  Prosperity,  a  kind  of  sequel  to 
his  earher  work.  In  it,  Fukuyama  tries 
to  predict  what  kind  of  societies  will 
flourish  in  this  new,  free-market  world. 
The  result  is  an  intriguing  work  with  a 
number  of  flaws,  including  a  ponderous 
style  and  many  hard-to-follow  argu- 
ments. But  this  book,  hke  his  last,  will 
generate  plenty  of  discussion  because 
it  tackles  the  hot  topic  of  social  capital — 
the  idea  that  a  healthy  community  life  is 
essential  to  prosperity. 

Fukuyama's  thesis  goes  like  this: 
Economists  have  focused  far  too  much 
on  the  idea  that  the  rational,  selfish  be- 
havior of  humans  in  the  marketplace 
best  explains  the  rise  and  fall  of  soci- 
eties. To  get  a  complete  picture  of  how 
society  works,  they  should  consider  such 
"arational"  factors  as  religion,  tradition, 
and  the  concepts  of  honor  and  loyalty. 
How  a  society  approaches  these  paits  of 
communal  life  dictates  how  much  trust 
exists  among  its  members. 

The  higher  the  level  of  trust,  the 
more  there  is  of  what  Fukuyama  calls 
"spontaneous  sociability."  That's  the  vriU- 
ingness  of  a  society's  members  to  join 
organizations — such  as  sports  societies, 
charitable  organizations,  new  religious 
groups,  or  political  clubs — that  lie  out- 
side the  family.  Such  sociability,  in  tum, 
prepares  people  psychologically  for 
working  cooperatively  in  large,  private 
companies,  which  Fukuyama  says  can 
amass  capital  and  develop  key  technolo- 


gies much  more  efficiently  than  small, 
family-run  ventures. 

Using  these  schemata,  Fukuyama 
then  takes  the  reader  on  an  exhausting 
tour  of  low-trust  and  high-trust  soci- 
eties. The  results  include  some  inter- 
esting comparisons.  He  identifies  Chi- 
na, Italy,  and  France  as  low-trust 
societies  and  puts  Gemiany,  the  U.  S., 
and  Japan  in  the  high-tinast  categoiy. 

Low-trust  societies,  he  says,  can  pro- 
duce plenty  of  successful  family-run 
companies.  But  they  face  a  struggle 
moving  up  to  the  next  rung  of  econom- 
ic activity,  where  much  larger,  private 
companies  flourish  with- 
out any  need  of  state 
subsidies.  The  reasons 
for  this  vary.  In  China, 
Conflicianism  encoui'aged 
the  organization  of  soci- 
ety around  the  family 
and  clan — institutions 
that  Maoist  communism 
failed  to  destroy.  These 
families  tend  not  to  tiust 
nonmembers,  thus  mak- 
ing larger  cooperation 
impossible.  And  the  flaw 
can  extend  to  the  over- 
seas Chinese  as  well — 
just  look  at  the  experi- 
ence of  Wang  Labora- 
tories in  the  U.  S.,  says  the  author. 
Company  founder  An  Wang  doomed  the 
once-illustrious  computer  maker  by  giv- 
ing huge  management  responsibihty  to 
his  unprepared  eldest  son.  Likewise, 
in  poverty-stricken  Southern  Italy,  sus- 
picion of  outsiders  makes  large-scale  ec- 
onomic cooperation  impossible.  (He  ad- 
mits Northern  Italy  is  a  different  case 
but  still  labels  the  countiy  a  low-trust 
society.)  In  France,  royal  absolutism  de- 
molished independent  associations  such 
as  guilds  and  imposed  an  intrusive  bu- 
reaucracy that  weakened  entrepreneuri- 
aUsm  and  used  the  state  to  prop  up  ail- 
ing corporations. 

The  connections  Fukuyama  di'aws  be- 
tween Germany,  the  U.S.,  and  Japan 
are  just  as  clever.  In  Germany,  the  per- 
sistence of  the  guild  tradition  into  the 
19th  century  produced  quahty-conscious 


workers  whom  managers  could 
In  the  U.  S.,  the  absence  of  a  st 
ligion  allowed  Protestant  chun 
multiply  easily  by  recruiting  new 
bers,  who  acquired  the  habit  of 
all  kinds  of  associations,  including 
rations.  In  Japan,  the  tradit 
iem.oto — hierarchical,  voluntary 
ations  that  pursue  activities  s 
archery  or  flower-arranging — pr 
people  for  life  inside  big  corpo 
and  the  keiretsu. 

There  are  lots  more  such  ex 
and  arguments.  Fukuyama  also 
that  America's  other  tradition, 
individuaUsm,  now  poses  a  threat 
ciability.  In  the  U.  S.,  he  says,  "c 
nities  of  shared  values . . .  have 
rarer.  And  it  is  these  moral  ( 
nities  alone  that  can  generate  tl 
of  social  tmst  that  is  critical  to  or 
tional  efficiency." 

The  above  quote  illustrates 
Tricst's  serious  flaws:  The  prose 
mighty  dry,  even  when  discussi 
urgent  matter  of  a  nation's  moral 
Another  problem  is  the  book's 
Do  we  really  i 
such  a  minutely  d 
history  of  the  keir 
of  the  ins  and 
Gennan  craft-appr 
ship  law? 

Worse,  the  bool 
lightly  over  certa 
issues.  One  ex 
Germiany  has  floi 
as  a  high-trust  s 
But  now,  big  G 
employers,  fed  u] 
the  costs  of  the  G 
welfai'e  state,  are 
up  operations 
low-cost  countri 
China,  India,  and 
That's  a  major  sign  of  distrust 
high-tmst  system.  Likewise,  Japa 
crisis  was  created  partly  because 
ciety  disti-usts  outsiders  and  pn 
unbalanced  trade.  Fukuyama  g 
nod  to  both  predicaments  but 
really  address  them.  Finally,  Fi 
ma  doesn't  really  say  if  low-tru 
tions  can  actually  tum  themselv( 
high-trnast  societies.  He  confines  1 
to  a  warning  that  societies  shou 
dismantle  or  ignore  religion  and 
tional  ethics,  which  are  the  wells 
of  social  health. 

There's  plenty  to  argue  o\ 
P'ukuyama's  book.  But  he's  got  t 
theme  right.  Societies  need  social  ( 
end  of  history  or  no. 

BY  CHRISTOPHER  f 
Power  is  business  t 
Europe 
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F   5  6th  unwritten  law 

OF    DRIVING  . 


FOR  EVERY 

RO  O  P  E  R 

QLD  THERE  ARE 

3  PEOPLE 

WAITING  TO 

ORROW  IT. 


THE  TROOPER  LIMITED  IS 
ENDOWED  WITH  85  CUBIC  FEET  OF 
EXTREMELY  ACCESSIBLE  CARGO  SPACE 
KEEP  THIS  TO  YOURSELF 


Figures,  doesn't  it?  You  do  all  the  necessary  research:  the  ease  of 


swing-open,  split-rear  doors,  convenient  split-folding  rear  seats, 


the  cavernous  cargo  space.  Then,  the  moment  you  get  your  hands  on 


a  new  Trooper  Limited,  there  they  are.  In-laws,  brothers,  neighbors. 


even  people  you've  never  seen  before.  And  all  of  them  wanting 


to  use  it.  You  can't  blame  them  really.  But  you  can  tell  them 
where  to  go  (to  get  their  own,  we  mean). 

ISUZU 

For  more  information,  call  (800)  726-2700.      Practically  /Amazing 


Everything  A  CEO  Should  Know 
About  Data  Storage: 


1.  In  1994, 50' Xj  of  your  computer  hardware  budget  was  spent  on  it.  2.  By  tlie  end  of  the  decade,  you'll  spend  70%  on  it. 


/;A-IC',  the  l-.MC  logo.SvmmelrLX.  Haniioinx,  Cmmplex  aiid  THI:  SKjRAGHARCHITtCTS  are  trademark  of  HMiJ  Corporation  Other  Irademarh  are  the  property  oj  their  rapeelwe  owrnn. 


Everything  An  IS  Manager  Should  Know 

(MwThatTBe  CEO 
t-  Knows  The  EactsOnTheLeff): 


There  is  an  avalanche  of  information  now  running  through  your 
impany.  It  is  growing.  2. The  more  information  your  company 
tates,  the  more  information  your  company  needs.  3.  It's  now 
aigher  than  ever  to  distribute,  manage,  store  and  protect  the 
tegrity  of  your  information.  4.  Successful  companies  are  reorganizing 
lemselves  around  tlie  competitive  use  of  information.  5.  Chances  are. 


FhonpMe  Sainngs 


Tradidonal 

Sto 

■age 

and  environmental  costs.  12. Our 
systems' quicker  response  times  improve 
customer  service,  transaction  process- 
ing and  overall  employee  efficiency. 
13.  Only  EMC  is  able  to  offer  the  best 
storage  technologies  first  because  of 


our  competition  is  using  storage  to  gain  competitive  advantages,  our  MOSAIC;  2000  architecture.  This  allows  us  to  get  the  latest 
lot  just  to  save  money  but  to  make  money  and  to  increase  market    storage  solutions  to  you  faster,  so  your  information  is  always  being 

accessed  faster  and  protected  better  than  your  competitors'  information. 
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Traditional 
Storage 


EMC 
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14.  Since  we're  always  first  to  market,  our  customers 
get  competitive  advantages  their  competitors  don't. 

15.  Without  compatibility  problems.  16.  Our  systems 
get  information  into  employees'  hands  faster  than 

hare.  6.  For  instance,  by  storing  tlieir  information  in  central  locations,  ever  before,  allowing  them  to  use  that  information  to 
:ompanies  are  moving,  managing  and  controlling  their  information  make  your  company  more  successful.  17.  Our 
nore  efficiently  than  before,  and  getting  their  products  to  market  faster,  systems  not  only  provide  faster  access,  they 
'.  The  Gartner  Group  reports  that  roughly  half  of  machine-readable  ensure  that  the  information  is  secure,  and  i„uracmv  RcspitmcTmic 
lata  now  reside  on  desktops.  How  well  your  company  uses,  leverages  always  available.  18.  Case  in  point:  Symmetrix,  '-^ ^*  '»'/"«""<"' 
mm^^in  protects  its  open  client/server-based  information  the  world's  fastest  and  most  highly  available  mainframe  storage 
will  determine  its  performance.  8.  EMC  is  die  leader  in  system.  19.  Harmonix,  a  midrange  storage  system  that  makes  an 
data  storage  and  retrieval  systems.  We  focus  all  of  AS/400  scream.  20.  And  Centriplex,  the  first  mainframe  class, 
our  resources  on  this  one  area,  getting  the  best  tech-  centralized  storage  designed  specifically  for  open  environments, 
nologies  to  you  first,  giving  you  an  edge  no  one  else  21.  Our  customers  are  experts  at  getting  more  value  out  of  their 
has.  9.  With  the  highest  performance,  capacity  and   mainframe,  midrange  and  client/server  storage  systems.  Because  an 
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EMC 

EMC 

availability,  our  systems  will  increase  your 
profits,  increase  your  market  share,  make 
your  customers  happier  and  ensure  the 
integrity  of  your  information.  10.  EMC 
systems  maximize  the  performance  and 
value  of  your  CPUs,  your  network  and  your  software 
like  no  other  storage  available,  extending  the  useful  life 
of  a  CPU  by  several  years.  11.  We  package  best-of-breed 
cache,  disk  and  memory  technologies  in  a  way  diat  has 
revolutionized  DASD- helping  you  manage  information 
better  while  drastically  reducing  floor  space  requirements 


Cciiiriplex'" 
For  Open  Sviiciiis. 


Symmelri.x"'For 
Alainfnuiic  Sfhipy 


EMC  storage  system  isn't  just  passive  storage. 

22.  It's  part  of  a  dynamic  strategy  for  growth. 

23.  It  isn't  a  commodity.  24.  It's  a  value  center. 
25.  It's  a  competitive  weapon.  26.  It's  why 
EMC  is  a  highly  profitable  Fortune  500 
company  and  the  world  leader  in  storage 
solutions,  producing  only  one  thing:  Storage. 

27.  Call  1-800-424-EMC2  ext.  136  and  learn 
how  EMC  can  help  you  use  information  to 
improve  your  company's  performance. 

28.  As  well  as  vour  own. 


COMPETITIVENESS  IS  IMPROVED  BY  A  FACTOR  OF  EMC 


THh  STORAGE  ARCHITECTS 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

FEELING  YOUR  WAY 
AROUND  THE  WER 


If  you  are  one  of  the  mil- 
lions of  people  who  have 
become  World  Wide  Web 
explorers  in  the  past  few 
months,  undoubtedly  you've 
discovered  some  odd  and 
interesting  sites,  often  pure- 
ly by  chance.  But  don't  you 
wonder  whether  there's  a 
better  way  to  find  what  you 
want?  The  answer  is  a  re- 
sounding "yes."  The  trick  is 
to  learn  how  to  use  some 
tools  that  will  richly  reward 
a  little  patience  and 
persistence. 

Looking  for  informa- 
tion on  the  Web  is  a  lit- 
tle like  browsing  in  a 
libi'aiy,  where  the  card 
catalog  is  your  guide. 
Search  tools,  the  cata- 
logs of  the  Web  (ta- 
ble), come  in  two  basic 
flavors.  Directories, 
such  as  Yahoo,  are 
lists  of  Web  sites  clas- 
sified by  topic.  Indexes, 
such  as  Lycos,  allow  you  to 
find  specific  documents 
through  keyword  searches. 
"DRILL  DOWN."  A  directory 
is  most  useful  when  you  are 
interested  in  a  general  sub- 
ject but  don't  know  exactly 
what  you  want.  Yahoo,  a  for- 
mer academic  service  that  is 
now  supported  by  fairly  un- 
obtraisive  on-screen  advertis- 
ing, provides  you  with  an 
opening  screen  offering  14 
general  categories.  You  can 
refine  your  search  by  "drill- 
ing down"  thi'ough  the  layers 
of  increasingly  specialized 
lists,  or  you  can  enter  a  key- 
word and  Yahoo  will  conduct 
a  search  to  try  to  match  it. 

If  you  have  something 
specific  in  mind,  you'll  prob- 
ably get  to  the  information 
faster  with  an  index  tool, 
which  looks  through  the  con- 


tent of  Web  documents  as 
well  as  their  titles.  I've 
found  that  of  the  several  in- 
dex tools  available,  Lycos, 
also  in  transition  from  aca- 
demic experiment  to  com- 
mercial product,  most  often 
comes  up  with  the  most  use- 
ful results.  Another  good 


choice  is  InfoSeek.  Unlike 
the  other  tools,  InfoSeek 
charges  for  its  services — 20c 
per  transaction,  less  for 
heavy  users.  But  it  includes 
access  to  proprietary  data, 
including  news  from  the  As- 
sociated Press  and  company 
profiles  fi'om  Hoover'^  Hand- 

Web  Navigators 


BY  KEYWORD 


LYCOS 

http://www.lycos.com 

WEBCRAWLER 
http://webcrawler.com 
[NFOSEEK 
http://www.infoseek.com 


BY  TOPIC 


YAHOO 

http://www.yahoo.com 


hook  of  American  Business. 

Both  Lycos  and  InfoSeek 
have  a  search  syntax  that 
takes  a  bit  of  effort  to  learn, 
even  with  their  help  notes. 
For  example,  on  either  sys- 
tem, the  search  command 
president     bush  -clinton 
would  find  documents  con- 
taining the  words  president 
and  bush  but  not  clinton  (be- 
cause of  the  minus  sign).  A 
third  search  tool,  WebCrawl- 
er,  is  easier  to  use  but  much 
more  limited.  While  Lycos 
and  InfoSeek  give  you  an 
abstract  of  each  document 
found,  WebCrawler  often  of- 
fers only  the  document's  ti- 
tle, which  generally  isn't 
very  enlightening. 
LOOK   AGAIN.   You  may 
want    to    do  multiple 
searches,  because  each 
tool  gleans  its  own  data 
fi'om  the  anarchic  Web — 
data  that  are  unlikely  to 
overlap  what  other  tools  find. 
I  recently  wanted  infor- 
mation on  federal  restric- 
^^\*\    tions  on  the  export  of  en- 
cryption   software.  A 
search  for  cryptogra- 
phy on  both  Lycos 
and  InfoSeek  turned  up 
useful  lists  of  docu- 
ments. But  only  two 
showed  up  on  both 
ists  of  the   10  most 
promising  items  as  ranked 
by  the  services,  based  on  the 
number  of  times  the  word  is 
used  and  other  measures. 
And  the  same  search  on  Ya- 
hoo turned  up  a  list  that 
shared  little  with  the  other 
two. 

Once  you  have  found  a 
site  or  document  that  comes 
close  to  your  goal,  you  can 
usually  find  related  material 
by  following  the  highlighted 
entries  that  take  you  to  oth- 
er Web  pages  when  you  click 
on  them.  And  if  you've  come 
across  something  you  think 
you'll  want  to  return  to, 
make  sure  to  add  it  to  the 
"bookmarks"  or  "favorites" 
list  on  your  Web  browser.  It 
can  take  a  fair  amount  of 
work  to  find  that  elusive  site, 
and  you  don't  want  to  go 
through  that  again. 


BULLETIN  BOAI 


LAPTOPS 
PENTIUMS  TO  GO 

Pentium-powered  laptops 
becoming  much  more 
able.  The  Latitude  XPi  serj 
from  Dell  Computer  (800 1 
6649)  is  a  good  example.) 
Base  prices  range  from 
$2,999  fora  75-megaher 


unit  with  a  10.4-inch  pas| 
matrix  display  to  $4,499  f[ 
90-Mhz  active-matrix  vers! 
Standard  features  for  all 
models,  which  weigh  in  atl 
just  over  six  pounds,  inclul 
8  megabytes  of  memory,  4| 
MB  hard  drives,  and  lithiul 
ion  batteries.  While  lackmf 
multimedia  features  such! 
CD-ROM  drives,  the  bright  dj 
plays  and  good  keyboards  [ 
help  make  the  Latitude  XP| 
a  joy  to  travel  with. 

INTERNET 
APPLE  NEWTON  ACCESS 

A  new  version  of  PocketCal 
communications  software  i 
fers  Internet  connectivity! 
Apple  Newton  users.  Pockej 
Call  2.0  from  Ex  Machina 
(800  238-4738)  lets  the  Nd 
ton  connect  with  many  ma| 
frame  systems  and  even  tc 
the  World  Wide  Web,  using] 
text-only  Lynx  browser.  Pocj 
Call  includes  the  software 
needed  to  establish  an  Inte 
net  account  with  Netcom  01 
line  Communication  ServicI 
PocketCall  2.0  retails  for 
$119;  a  free  upgrade  is  av^ 
able  to  owners  of  version  1' 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 
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s  inevitable 

iving  in  the  fast-paced  world  of  electronics  means  you  live 
ith  continuous  change.  Rapid  changes  in  technology  and 
v^er-shorter  product  life  cycles  make  it  difficult  to  stay  out 
I  front.  The  way  you  manage  change  during  product 
evelopment  often  determines  your  competitive  advantage. 

hat's  where  we  come  in.  We're  Altera,  a  world  leader  in 
ser  programmable  logic.  With  a  broad  range  of  devices, 
evelopment  tools,  and  advanced  technical  support,  we  can 
elp  you  manage  change.  So  you  get  ahead,  and  stay  ahead. 

rapid  technology  changes  and  short  product  life  cycles  are  an 

inevitable  fact  of  your  life,  call  us.  We'll  help  you  manage 
them.  800-9-ALTERA  (800-925-8372).  Look 
for  us  on  the  world-wide  web  at: 
http://www.altera.com. 


Copyriglit  1995  Altera  Corporation. 

:era  is  a  registered  trademark  of  Altera  f:orf)-  -  Jt  ic  i?. 

'  rights  reserved. 
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When  you're  the  2nd 
largest  financial  center  in 
the  U.S.,  with  a  vutually 
recession-proof  economy, 
there's  reason  for  a 
bright  outlook. 


From  the  traditional 
to  the  technological,  our 
industries  flourish  with 
some  of  the  countrj^'s 
most  productive  workers- 
North  Carolina  is  #1  and 
South  Carolina  #6  among 
industrialized  states. 


About  the  only  thing  sunnier  than  our  Carolina  blue  skies  is  our 
pro-business  attitude,  voted  #1  bv  Fortune  magazuie  three  years  running. 


Iconomic  Viewpoint 


PAUL  CRAIG  ROBERTS 


lUOTAS:  A  BAD  IDEA 
mOSE  TIME  HAS  GONE 


OSS  'EM: 

mericans 
ate  race  and 
3nder  quotas, 
nd  rightly  so- 
ley  defy  the 
onstitution 
nd  sap 
ur  ability 
)  compete 


Jl  Craig  Roberts  is  John  M.  Olin 
low  of  the  Institute  for  Political 
)nomyand  Distinguished  Fellow  of 
Cato  Institute  in  Washington,  D.C. 
is  co-author  of  The  New  Color 
6:  How  Quotas  and  Privilege  De- 
3y  Democracy  (Regnery  Publish- 
,  October,  1995). 


Race  and  gender  quotas,  long  a  festering 
sore,  have  become  a  hot  political  issue. 
Republican  Presidential  contenders 
Bob  Dole  and  Phil  Gramm  have  promised 
their  abolition.  The  California  Civil  Rights  In- 
itiative, designed  to  abolish  that  state's  quotas, 
seems  destined  for  the  November,  1996,  ballot. 
On  July  20,  the  Regents  of  the  University  of 
Cahfornia  voted  to  end  race-based  employ- 
ment and  admissions  poUcies,  and  Cahfornia 
Governor  Pete  Wilson,  another  Presidential 
contender,  has  filed  a  lawsuit  challenging  the 
constitutionaUty  of  his  state's  quota  policies. 

A  July,  1995,  Gallup  Poll  shows  that  the 
public  is  fed  up  with  quotas.  Americans  reject 
employment  quotas  by  a  margin  of  63%  to 
35%  and  college-admission  quotas  by  57%  to 
39%.  Favoring  a  less  quahfied  "protected  mi- 
nority" over  a  white  applicant  is  rejected  by 
84%  of  the  population.  Even  blacks  disap- 
prove of  this  policy,  with  68%  opposed  and 
only  22%  in  favor. 

Quotas  have  many  disturbing  aspects,  so  it 
is  not  surprising  that  the  public  rejects  them. 
Preferences  are  inconsistent  with  our  color- 
blind Constitution,  and  they  ai'e  strictly  illegal 
under  the  1964  Civil  Rights  Act,  which  is  re- 
dundant with  prohibitions  against  quotas. 

Quotas  are  the  work  of  Equal  Employment 
Opportunity  Commission  interpretive  regu- 
lations— themselves  illegal  under  the  Civil 
Rights  Act — as  well  as  federal  judiciary  deci- 
sions. These  decisions,  which  at  the  time  ap- 
peared to  be  limited  rulings  to  open  opportu- 
nities for  minorities,  had  far  larger 
impUcations. 

BIG  PICTURE.  For  example,  in  the  late  1960s, 
EEOC  compUance  officer  Alfred  W.  Blumrosen 
set  aside  the  statutory  focus  on  intentional 
discriminatory  acts  against  individuals  and 
redefined  cUscrimination  in  temns  of  statistical 
underrepresentation  of  gi'oups  in  the  work- 
force. Under  this  approach,  employers  faced 
discrimination  liability  if  they  did  not  hire 
minorities  in  proportion  to  then-  percentage  of 
the  surrounding  population. 

This  deviation  from  the  Civil  Rights  Act 
reached  the  Supreme  Court  in  1971  in  the 
case  of  Griggs  v.  Duke  Power.  Chief  Justice 
Wan-en  Burger  saw  the  case  in  tenns  of  op- 
portunity blocked  by  "credentialism."  In  its 
decision,  the  Court  deferred  to  the  eeoc  as 
the  implementing  agency  and  accepted  what 
came  to  be  known  as  the  "disparate  impact" 
standard,  which  defines  as  disciiminatory  any 


policy  or  job  requirement  that  does  not  pro- 
duce race  and  gender  proportionality. 

The  disparate-impact  ruhng  made  quotas 
mandatory  in  order  to  avoid  discrimination 
lawsuits,  though  this  was  not  realized  at  the 
time.  It  was  not  until  1979,  in  United  Steel- 
workers  of  America  v.  Weber,  which  upheld 
racial  quotas,  that  Biu'ger  confronted  the  quo- 
ta implications  of  his  Griggs  opinion.  AlaiTned, 
the  Chief  Justice  dissented  from  the  Weber 
decision,  accusing  the  majority  of  OrweUian 
reasoning  that  ignored  "statutory  language, 
uncontradicted  legislative  history,  and  uni- 
form pr-ecedent." 

CASTE  SOCIETY?  Neither  the  court  nor  legal 
commentators  i-ealized  at  the  time  that  Griggs 
destroyed  equality  before  the  law.  However, 
once  racial  imbalance  became  proof  of  dis- 
crimination, white  males  adversely  affected 
by  quotas  were  deprived  of  the  pr'otection 
against  reverse  discrimination  that  the  Civil 
Rights  Act  provided.  It  is  impossible  to  have 
a  civil  rights  policy  that  requir-es  remedies 
for  racial  imbalance  and  simultaneously  recog- 
nize the  adver'se  impact  of  the  r'emedy  on 
white  males. 

Over  the  past  two  decades,  we  have  inad- 
vertently created  a  caste  society  in  which 
there  are  two  classes  of  citizens:  those  who 
are  protected  by  civil-rights  laws  and  white 
males,  who  are  not.  Equal  standing  under 
the  law  is  giving  way  to  a  status-based  legal 
system  akin  to  feudalism,  in  which  legal  rights 
depend  on  race  and  gender 

The  emerging  status-based  legal  system 
has  dire  implications  for  the  market  allocation 
of  resoiu-ces.  Quotas  have  already  emerged  in 
the  mortgage  market  (see  this  column  Jan.  24, 
1994,  Oct.  3,  1994,  May  22,  1995),  and  some 
federal-employment  policies  explicitly  prohib- 
it hiring  on  the  basis  of  merit.  Catherine  Cri- 
er reported  on  abc-TV's  20/20  (Nov.  18,  1994) 
that  job  postings  for  U.  S.  Forest  Service 
fire-fighting  positions  specified  that  "only  un- 
quahfied  apphcants  will  be  considered,"  and 
the  Federal  Aviation  Administration,  the 
agency  in  charge  of  air-traffic  safety,  has  re- 
cently pr-ovided  its  super-visors  with  guide- 
hnes  that  state:  "The  merit  promotion  pro- 
cess...need  not  be  utilized  if  it  vdll  not 
promote  your  diversity  goals." 

The  exclusion  of  merit  is  an  ironic  outcome 
of  a  movement  whose  goal  was  inclusion.  It 
bodes  ill  for  the  U.  S.  as  a  competitor  in  the 
emerging  era  of  global  capitahsm. 
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Economic  Trends 


BY  GENE  KORETZ 

THE  EQUALIZER: 
PRODUCTIVITY 

It  keeps  U.  S.  workers  competitive 

Perhaps  the  most  forceful  argument 
made  by  critics  of  free  trade  is  that 
it  confers  an  unfair  competitive  advan- 
tage on  countries  vdth  low  wages  and 
lax  regulations — permitting  them  to 
undennine  wages  and  job  gi-owth  in  the 
U.  S.  and  other  industrial  nations.  How, 
for  example,  can  U.  S.  workers  compete 
with  Thais  or  Malaysians  making  a  frac- 
tion as  much  money? 

The  answer,  claims  economist  Ste- 
phen Golub  of  Swarthmore  College  in  a 
recent  issue  of  the  Federal  Reserve 
Bank  of  San  Francisco's  Weekly  Letter, 
is  to  be  found  in  the  dynamic  behavior 
of  markets.  Low  wages  in  foreign  coun- 
tries usually  go  hand  in  hand  with  low 
productivity,  so  that  labor  costs  per  unit 
of  output  are  closer  to  U.S.  levels.  And 
tightening  labor  markets  and  produc- 
tivity gains  in  developing  nations  tend 

JUST  HOW  CHEAP 
IS  LABOR  OVERSEAS?, 


KOREA      THAIUND     MAUYSIA  PHIUPPINES 

A  PERCENT  OF  U.S.  LEVEL* 
•MANUFACTURING  INDUSTRIES.  1990  DATA 

DATA:  STEPHEN  GOLUB,  SWARTHMORE  COLLEGE 

to  drive  up  wages  and  spark  euirency 
appreciation. 

The  chart  above  tells  the  tale.  Al- 
though 1!)90  factory  wages  and  other 
compensation  in  these  four  developing 
countries  amounted  to  only  14%  to  32% 
of  U.  S.  pay,  unit  labor  costs  were  71% 
of  U.  S.  levels  in  South  Korea,  86%  in 
Thailand,  and  actually  above  U.  S.  levels 
in  Malaysia  and  the  Philippines.  Low 
productivity  in  these  countries,  com- 
pared with  the  U.S.,  considerably  nar- 
rowed any  competitive  advantage  con- 
ferred by  low  wages. 

Interestingly  enough,  back  in  1970, 
unit  labor  costs  in  these  four  countries 
were  less  than  half  U.  S.  levels.  In  the 
intervening  20  years,  a  combination  of 
currency  appreciation  and  increases  in 


real  wages  fostered  by  productivity 
gains  closed  the  gap.  Economic  theory 
suggests  that  this  process  will  continue. 

The  other  part  of  the  story,  says  Go- 
lub, is  that  productivity  gaps  between 
countries  also  differ  fi'om  industry  to 
industry.  Thus,  while  Thailand's  wages 
and  productivity  in  overall  manufactur- 
ing were  about  15%  of  the  U.  S.  level  in 
1990,  its  relative  productivity  is  likely  to 
be  greater  than  15%  in  simple  products 
such  as  textiles  but  less  than  15%  in 
sophisticated  products  such  as  machin- 
ery. So  its  comparative  advantage  will 
lead  it  to  export  textiles  and  import 
machinery. 

Such  dynamics  and  Golub's  analysis  of 
recent  trends  in  the  Pacific  Basin  indi- 
cate, he  says,  "that  fears  about  unfair 
competition  from  low-wage  developing 
nations  are  greatly  exaggerated." 


NO  LETUP 

IN  U.S.  LAYOFFS 

Especially  for  white-collar  posts 

With  the  pending  merger  of  Chem- 
ical Bank  and  Chase  Manhattan 
Corp.  expected  to  cost  12,000  employees 
their  jobs,  it's  clear  that  America's 
downsizing  trend  is  still  in  high  gear. 
Indeed,  for  managerial  and  professional 
workers,  the  pain  has  been  growing. 
According  to  a  new  Labor  Dept.  report, 
these  occupations  accounted  for  24%  of 
all  permanent  layoffs  during  1991-93, 
compared  with  just  13%  in  1981-83. 

What's  more,  while  it  was  mainly 
low-paid  managers  and  professionals 
who  got  axed  in  the  early  1980s,  staff 
cuts  in  the  1990s  are  affecting  employ- 
ees across  the  income  spectrum.  These 
days,  sums  up  the  Labor  Dept.  report, 
"even  for  managers  and  professionals, 
being  at  the  top  of  the  earnings  ladder 
appears  to  provide  less  protection  when 
budgets  become  leaner." 

A  WHOOSH  FROM 
WINDOWS  95? 

Brisk  sales  may  boost  the  economy 

If  the  economy  picks  up  steam  during 
the  rest  of  the  year,  Microsoft  Corp. 
Chairman  William  H.  Gates  III  vrill  de- 
serve a  modicum  of  credit,  says  econo- 
mist Charles  Lieberman  of  Chemical 
Securities  Inc.  That's  because  hundreds 
of  thousands  of  computer  owners  will 
be  switching  over  to  Windows  95. 


Industry  reports  indicate  that  I 
and  Canadian  consumers  snappil 
some  $90  million  worth  of  Win95 
first  four  days.  And  that  include 
ther  the  sales  of  updated  software 
ucts  and  computers  with  Win95  al 
installed  nor  the  big  bucks  that  con 
users  will  spend  for  haixi  disks  anci 
or-y  to  bring  theii"  hardware  up  to 

Add  it  all  up,  and  there's  a 
chance  that  computer-related  sali' 
hype  August's  final  nonauto  retail 
ber  by  at  least  0.3%,  says  Liebe 
And  with  school  starting  and  ( 
mas  a  few  short  months  away,  the 
is  only  beginning. 


DISCOUNT  DUDS 
A  MIXED  BLESSM 

They  fight  inflation  but  hurt  stc 


CLOTHING  PRICI 
KEEPPLUNGINl 

1.5- 


Among  items  whose  price  beh;  o 
have  helped  keep  inflation  at  b  i 
recent  years,  apparel  is  clearly  a  st  d 
out.  America's  clothing  prices  have  ei 
trending  down  steadily  since  the  sts  o 
last  year  (chart). 

Margaret  M.  Cannella  of  Citil  ili 
says  changes  in  consumer  demograj  a 
and  clothing  retailing  are  sparking  M 
slump.  For  one  thing,  a  drop  in  H 
number  of  women  entering  the  w  k' 
force  has  pounded  specialty  app  v 
shops,  which  catered  to  their  needAj 
high-priced  ward- 
robes. After  rising 
nearly  11%  from 
1985  to  1990,  the 
number  of  em- 
ployed women  be- 
tween the  ages  of 
25  and  34  has  fal- 
len by  some  3.6% 
over  the  past  five 
years. 

At  the  same 
time,  giant  dis- 
count and  depart- 
ment store  chains 
have  been  aggres- 
sively expanding 
their  apparel  departments,  gobbling 
an  increasing  share  of  clothing  sales 
the  expense  of  smaller  retailei's  and 
cialty  shops.  The  upshot  has  been  ris 
supply  in  the  face  of  slowing  derm 
gi-owth  and  the  eniption  of  heavy  pr 
discounting  and  promotional  efforts 
bring  inventories  in  fine  with  dema 
Many  U.  S.  retailers  are  also  mergi 
and  closing  stores.  All  of  which  si 
gests  that  apparel  prices  will  rem 
subdued  for  some  time  to  come. 


-1.5 
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Am^intwduces  USADirect  800 
Service.  The  only  way 
to  make  your  800 
number  toll-free  worldwide. 

Until  now,  your  customers  outside 
North  America  had  to  pay  every  time 
they  called  your  800  number 

Today  that  barrier  to  global 
business  comes  down.  Because  with 
ATs3r's  new  USADirect  800  Service, 
customers  in  over  130  countries 
can  call  your  existing  800  number 
absolutely  toll-free. 

No  one  else  lets  your  domestic  800 
number  reach  the  global  market 
toll-free.  For  the  first  time,  there's  no 
charge  when  your  customer  dials  your 
800  number  via  the  ATslT  access  code. 
And  from  country  to  country,  your 
number  is  the  same. 

Over  130  countries.  One  number 
Toll-free.  A  world  of  new  markets  and 
new  opportunities  awaits.  Exclusively 
from  ATS3T.  For  more  information  about 
ATsSr USADirect  800  Service,  call 
800  655-1441,  Ext.  901  From  outside 
North  America,  dial  the  same  number 
preceded  by  the  ATS3T access  code. 
And  let  freedom  ring. 


AT&T  For  the  life  of  your  business: 


AT&T 


I 

UNTIL  NOW, 
CUSTOMERS  ABROAD 
HAD  TO  PAY  TO  CALL 
YOUR  800  NUMBER. 
NO  WONDER  THEY  1 
DIDN'T  FEEL  WELCOME 

'■ :     \  ■  'ii 

f '1995  AT&T  ,i 


When  We  Added  A 
One  Gigabyte  Hard  Drive, 
More  Memory  And  A 
Faster  Pentium  Processor  To 
3ur  Industry-Leading  Desktops, 
Something  Had  To  Give. 
So  We  Lowered  The  Price. 

s  of  August  16,  more  will  cleHnitch'  be  less.  Thanks  to  the  introduction  of  a  full  ransje  of  new  ComjDaq  desktops  w  ith 
lOre  horsepower  (how  about  133  MHz  Pentium')  at  dramatically  lower  prices.  A  feat  that  could  only  be  topped  by  (you 
icssed  it)  lowering  the  prices  on  all  of  our  other  desktops  bv  up  to  25%.  Reliabilitv,  manageability  and  low  prices... 
jv\,  instead  of  having  to  choose  between  performance  and  value,  you  can  just  choose  Compaq. 

COMPAa 

with  jII  Compaq  PCs,  Deskpro,  Deskpro  XL  and  ProLinea  are  covered  bv  our  tree  3-\ear  limited  warranty  For  more  iniormation  on  our  lull  line  oi' desktop  PCs.  call  m  at  1-800-34S-I518  or  reach  us  on  the  W'ch 
.vww  compaq.com.  In  Canada,  we  can  be  reached  at  1-80U-567-I616,  Reseller  and  retailer  pnces  may  vary.  C'H'^S  Compaq  Computer  Corporation.  All  rights  reserved,  Compaq  and  Deskpro  regislered  LI  S  Patent 
1  Trademark  OfTice  Pentium  is  a  trademark  of  Intel  Corporation 


1-800-760-1111 


We'll  send  you  everytliiiig  you  need  to  get  started. 

I  t)y  fax,  of  course] 
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rEADFAST  SHOPPERS 

EEP  THE  EXPANSION  ROLLING 


US.  ECONOMY 


HOUSEHOLDS  STILL 
FEEL  UPBEAT 


That  constant  beat  you  heai"  is 
the  footsteps  of  consumers 
ching  to  the  latest  sale  or  to  their  real  estate 
it's  office.  Even  in  the  fii'st  half,  when  the  economy 
ted  to  look  feeble,  consumers  were  right  there — 
I  wallets  open,  ready  to  help  businesses  pare  down 
;ss  inventories  and  stave  off  recession.  And  from  all 
■nt  signs,  households  will  remain  steadfast  in  the 
md  half. 

or  one  thing,  job  jitters,  so  prevalent  earlier  in 
expansion,  have  diminished.  Income  growth,  while 
robust  because  of  slower  job  growth,  remains 
portive.  Credit  is  flowing  generously  through  the 
king  system.  All  this  is  giving  consumers  a  good 
ing  about  the  coming  months — enough  so  that  more 
more  of  them  this  summer  are  shelling  out  big 
ks  for  new  houses  (charts). 

Consumer  spending  last 
quarter  was  even  stronger 
than  first  thought,  resulting  in 
an  upward  revision  to  econom- 
ic gi'owth.  Real  gi'oss  domestic 
product  rose  at  an  annual  rate 
of  1.1%  in  the  second  quarter, 
according  to  the  Commerce 
Dept.'s  latest  numbers,  up 
from  the  originally  reported 
advance  of  0.5%. 

As  it  turns  out,  consumer 
lays  rose  a  sturdy  3.4%  instead  of  2.5%.  Conse- 
mtly,  overall  demand  by  consumers,  businesses,  and 
^emment  increased  2.5%,  higher  than  the  2.1%  gain 
•orted  earlier. 

V  healthy  pace  of  consumer  spending  is  helping  busi- 
ises  to  trim  their  top-heavy  inventories.  Excluding 
farm  sector,  business  stockpiles  rose  a  bit  less  in  the 
ond  quarter  than  first  estimated — up  $31.9  billion  in- 
ad  of  $32.9  billion — but  that  was  far  below  the  first- 
arter's  $49.1  billion  advance. 

\lthough  that  slower  growth  was  a  big  drag  on  the 
momy  last  quarter,  leaner  stockpiles  and  continued 
3nding  are  laying  the  groundwork  for  better  eco- 
mic  growth  in  the  second  half. 

IT  DONT  LOOK  FOR  a  return  to  last  year's  brawny 
rformance.  Consumers  are  in  good  shape — but  not 
at  good.  First  of  all,  the  economy  is  not  creating  as 
my  jobs  this  year  as  in  1994.  Second,  the  cychcal 
rge  in  housing  and  durable  goods  last  year  exhaust- 
a  lot  of  spending  power  and  pumped  up  debt  loads. 


AN.  '93 
mt.  1985^100 

DATA:  CONFERENCE  BOARD 


AUG.  '95 


BUILDERS  CLEAR  OUT 
THEIR  INVENTORIES 
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DATA:  COMMERCE  DEPT 


Also,  the  1996  federal  budget  will  be  a  drag  on  the 
economy.  Moreovei;  the  Federal  Reserve's  rate  hikes, 
which  ended  in  February,  are  still  squeezing  activity. 

Even  the  Fed  thinks  so.  The  minutes  of  its  July  5-6 
policy  meeting,  released  only  recently,  show  that  near- 
ly all  members  viewed  policy  as  "somewhat  restric- 
tive." Only  one  of  the  12  members  of  the  policy  commit- 
tee voted  against  the  July  6  quarter-point  cut  in 
interest  rates.  Given  that  breadth  of  sentiment  and 
given  that  the  economy  seems  most  likely  to  continue 
along  a  modest  growth  path,  chances  for  another  small 
cut  at  the  Sept.  26  meeting  remain  alive. 

The  Fed's  willingness  to  cut 
interest  rates  a  bit  may  have 
played  a  part  in  keeping  con- 
sumers feeling  upbeat.  Con- 
sumer confidence,  although 
down  a  shade  in  August,  held 
at  a  faii'ly  high  level.  The  Con- 
ference Board's  index  dipped 
to  101,  down  from  101.4  in  July. 
Historically,  a  level  around  100 
is  a  strong  I'eading. 

Households  are  feeling  bet- 
ter about  the  future.  Although  they  gave  a  more  down- 
beat assessment  of  present  conditions,  they  rated  pros- 
pects six  months  from  now  much  higher  than  they  did 
in  July.  This  expectations  component  of  the  overall 
confidence  index  is  more  closely  coiTelated  with  spend- 
ing patterns. 

FAITH  IN  THE  FUTURE,  especially  when  combined 
with  this  summer's  lower  mortgage  rates,  is  a  key 
reason  why  home  buying  has  been  so  strong.  Sales  of 
existing  houses  jumped  5%  in  July,  to  an  annual  rate  of 
3.99  million.  That  was  the  third  consecutive  increase 
and  the  highest  level  in  more  than  a  year. 

Sales  of  new  houses  are  also  up  for  the  third  month 
in  a  row.  From  an  annual  rate  of  712,000  in  June,  they 
edged  up  to  715,000  in  July,  also  the  highest  in  more 
than  a  year.  Since  hitting  a  three-year  low  of  575,000  in 
Febniaiy,  sales  have  grown  the  strongest  in  the  West 
and  South.  The  gain  in  the  Midwest  has  been  more 
modest,  and  homebuying  in  the  Northeast  is  actually 
down  some  20%. 

It's  very  likely  that  this  year's  surge  in  homebuying 
is  about  to  top  out,  however.  That's  because  the  gains  in 
recent  months  reflect  declines  in  mortgage  rates  earii- 
er  in  the  year.  By  mid-July,  the  average  rate  on  a  30- 
year  fixed-rate  mortgage  had  fallen  to  7.41%,  according 
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to  the  Federal  Home  Loan  Mortgage  Corp.  Since  then, 
rates  have  risen  to  7.88%  by  late  August. 

That  level  of  rates  is  still  consistent  with  a  healthy 
pace  of  sales,  but  unless  rates  start  falling  agaiii,  there 
is  nothing  to  spur  further  gains.  Indeed,  mortgage  ap- 
plications to  buy  a  house  had  surged  44%  from  early 
January  to  early  June,  but  since  then  they  have 
dropped  14%  by  mid-August.  That  pattern  suggests 
that  housing  demand  is  now  falling  off  and  that  home- 
sales  data  this  fall  will  look  weaker. 

Still,  sales  of  new  houses  this  summer  have  been 
sturdy  enough  to  generate  new  building  activity  that 
should  continue  into  the  fall.  Builders'  supply  of  unsold 
new  homes  had  reached  a  7.2-month  supply,  relative  to 
the  pace  of  sales,  but  the  July  inventoiy  stands  at  a 
more  comfortable  6  months. 

WHEN  HOUSING  DEMAND  is  at  a  high  level,  it  bodes 
well  for  sales  of  home-related  durable  goods.  And  sales 
of  such  big-ticket  items  as  furniture  and  appliances 
have  indeed  strengthened  this  summer,  helping  stores 
to  wi-estle  their  inventories  into  better  shape. 

In  the  process,  though,  hard-goods  manufacturers 
have  taken  a  hit.  Orders  taken  at  durable-goods  facto- 
ries fell  1.7%'  in  July,  and  since  reaching  their  recent 
peak  in  January,  they  are  down  nearly  5%. 

But  the  weakness  in  orders  has  been  concentrated  in 
the  transportation  sector,  especially  the  auto  industiy. 


AUSTRALIA 


WHERE  THE  BACKLOG 
RISING~AND  FALLiNI 

240 


Excluding  bookings  in  transportation,  orders  are  ( 
1.3%  below  their  January  level.  Rising  orders  for  e 
tronic  equipment,  reflecting  strong  capital  spendini 
that  area,  have  helped  to  buoy  the  total. 

Moreover,  excluding  the  transportation  sector, 
filled  orders  are  grovring  (chart).  That  means  m 
durable-goods  industries  have  plenty  of  work  in 
pipeline,  and  once  Detroit's  production  picks  up  ag 
as  it  is  slated  to  do  in  coming  months,  the  overall 
tory  sector  will  show  more  bounce. 

Detroit  accounted  for  much 
of  the  weakness  in  July  dur- 
able-goods orders.  But  that 
largely  reflected  inadequate 
seasonal  adjustment  for  the 
plant  shutdowns  during  the 
month.  For  that  reason,  Au- 
gust orders  are  likely  to  look 
stronger.  August  car  sales  also 
appear  to  be  bouncing  back 
from  their  weak  July  shovring, 
also  reflecting  seasonal  quirks. 

Thanks  to  consumers'  relentless  support,  the  eco 
my's  inventoiy  adjustment  is  loinning  its  course  qui 
ly  and  will  probably  be  complete  by  the  end  of 
third  quarter.  After  that,  as  long  as  households  k( 
beating  a  steady  rhythm,  the  expansion  should  keep 
marching  well  into  1996. 
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PEPPY  GROWTH  MAY  BRING  A  TUG  ON  THE  REINS 
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Unlike  policymakers  of  most 
other  industrialized  nations, 
Australia's  central  bank  is  in  a  re 
strictive  mode.  But  the  reason  is 
not  hard  to  figure:  The  Reserve 
Bank  of  Australia  is  trying  to 
fight  inflation  and  a 
weak  cuiTency  as  the 
outlook  calls  for  con- 
tinued healthy  growth. 

The  Aussie  economy 
gTew  at  a  quarterly 
rate  of  1%.  in  the  sec- 
ond quailer,  up  from  a 
0.3%  gain  in  the  first. 
Real  gross  domestic 
product  was  up  3.7% 
from  a  year  ago,  near 
the  top  of  the  3%-to-4%  range 
thought  by  the  rba  to  be  sustain 
able,  noninflationary  growth.  A 
surge  in  inventories  led  the  gain. 

The  third  quarter  got  off  to  a 
good  start  as  well.  Retail  sales 


THE  TRADE  GAP 
FALLS  UNEXPECTEDLY 


AUSTRALIAN 
CURRENT 
ACCOUNT 
DEFICIT 
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LBILLIONS  Of  AUSTRALIAN  DOLLARS 
DATA;  BLOOMBERG  FINANCIAL  MARKETS 


rose  1.1%  in  July,  and  the  cur- 
rent-account deficit  took  a  sur- 
prise fall.  The  July  trade  gap  nar- 
rowed to  A$2.09  billion  (U.S. 
$1.52  billion),  down  from  A$2.52 
billion  in  June  (chart).  Goods  ex- 
ports rose  8.8%  to  a 
record  high.  With  the 
chronic  deficit  im- 
proving, the  Austra- 
lian dollar  continued 
its  two-month  climb, 
rising  on  Aug.  29 
above  U.  S.  750  for 
the  fii'st  time  in  seven 
months.  The  dollar 
had  lost  6.4%.  of  its 
value  in  the  first  half. 
The  rba's  problem  is  that  infla- 
tion is  also  rising.  The  nonfarm 
GDP  deflator  rose  2.1%  in  the  year 
ended  in  the  second  quarter,  up 
from  a  1.4%  pace  in  the  first.  And 
consumer  prices  rose  4.5%  in  the 


12  months  ended  in  June,  the 
fastest  rate  in  more  than  four 
years.  Higher  inflation,  plus  wor- 
ries that  the  Aussie  dollar  cannot 
sustain  its  recent  rally,  may  soon 
prompt  the  central  bank  to  raise 
the  overnight  cash  rate  for  the 
fii'st  time  this  year,  on  top  of 
thi'ee  hikes  in  1994. 

One  optimistic  sign  for  the  infls 
tion  outlook  is  the  recent  pact  be- 
tween the  unions  and  govern- 
ment, which  will  limit  yearly  pay 
raises  to  2% — well  below  the  cur- 
rent inflation  rate.  The  resulting 
drag  on  incomes,  however,  means 
that  consumer  spending  will 
weaken  in  coming  quarters.  Still, 
the  RBA  emphasized  inflation 
trends  rather  than  growth  in  its 
Annual  Report,  released  on  Aug. 
23.  That's  just  one  more  reason 
why  analysts  are  betting  on  an- 
other rate  hike. 
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llie  SAr  System  is  Our  Strategic 
Clioice  for  Investment  Decisions" 


Moser  contends  that  usiii>i  lli<- 
SAS  System  has  also  lurned  tradilioiial 
developer/end  user  wars  into  "a  coopera- 
tive process.  Now  tliev  sit  side  1)V  side, 
hiiildiii^  llie  ap|)lication  iogether."  And 
saving  the  hank  hoth  time  and  monev. 

Uhimatelv.  ol  course,  its  up  lo  the 
custotner  to  decide  how  inchvidiial  port- 
lohos  shouki  l)e  invested.  But.  witli  the 
SAS  System  as  the  lool 
lor  turniui^  iht'ir  data 
into  nieaninyiul  inlor- 
mal  ion,  UBS  financial 
analysts  can  he  certain 
those  decisiotis  are 
hased  on  ihe  most  com- 
prehensive, up-to-date 
iniormalion  availal)le. 


With  Productivity  Gains 
ofUpto200%,tiie 
Union  Bani(  of  Switzerland 


Finds  UiMadetiie 
RigiitOeci8ion...aiiout 


Tlie  Union  Banl{  ol  Switzeriand  .s  the  iarj^esl  Ijank  in  Switzerhind. 

Core  to  tlie  hanks  success  is  its  reputation  (or  personahzed 
customer  seiTice  among  large  investors.  Providing  that  sen  ice 
is  the  joh  of  UBS'  team  of  investment  research  analysts,  who  su|)poi-t 
portfolio  managers  and  investment  advisors  in  detennining  what  to  buy, 
what  to  sell,  and  when. 

They're  finding  answers  in  the  SAS  Svstem,  which  enables  over  70 
financial  analysts  to  advise  portfolio  managers  on  the  best  portfolio  mix. 
"Our  strategy  is  to  find  ways  to  enable  analvsts  and  financial  advisors  to 
handle  information  more  easily  and  ([uickly."  says  UBS  Vice  President 
Beat  Moser.  "What  that  meant  was  finding  a  software  tool  that  could 
eliminate  the  redundaucv  of  information  and  time  causetl  by  the  use  of 
several  different  analysis  products — each  limited  in  terms  of  function- 
ality and  ability  to  at'cess  key  ilata.  And  it  meant  finding  a  tool  that 
allowetl  applications  to  be  tleveloped.  and  changed,  fast." 

Smart  nnove,  Smart  Money  Mosei-  believes  that  UBS  has  resolved  those 

challenges  in  their  choice  of  the  SAS  Svstem  as  their  strategic  software. 
"Our  previous  system  requireil  many  laltor-intensive  steps  as  tlata  was 
moved  from  one  software  protluct  to  another."  recalls  Mosei'.  "Today  data 
access,  management,  and  summarization  is  handled  automatically  by  the 
SAS  System.  This  has  given  us  |)n)ductivity  gains  of  Lip  to  'lOOVc  in  some 
areas.  The  SAS  System  is  fully  integi'ated  and  meets  most  of  our  analysis 
needs  —  it's  our  strategic  choice  in  various  research  units  of  our  bank." 


Software  and  iWucli  iVIore. 


To  iH'<'»'ive  a  SAS  Syslfiii  Ex»'«"iitive 
SiDiiniiUT,  jrive  us  a  call  or  sviul  us 
E-iiiail  at  l)w@sa8.$as.coin 


'l^^i^S- System 


S  \S  In^llliilr  Irw. 
tMi.iiir  ')|'»-(i77-H2(tO 

F;i\ '>i')-fi77-;-n4 

li  lltlp;//w\vv\.>as.roiii/ 


SAS  is  d  iv^istf^ivd  li.iilriiiuik  of  SAS  Insiiiiiii'  In 
Cninrinht  O  l'W5  Ijv  SAS  liislilulc  hie. 
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LAND  OF  TH 


Blink,  and  another  billion-dollar  company  may  have 
disappeared.  Step  out  for  coffee,  and  an  entire  indus- 
try could  be  transformed. 
Almost  without  warning,  the  U.  S.  has  entered  a 
new  era  of  bigness.  Since  the  beginning  of  1995,  more  than 
$270  billion  worth  of  mergers  and  takeovers  have  been  an- 
nounced, according  to  Securities  Data  Co.  And  that  could 
mark  the  start  of  a  merger  wave  that  may  dwaif  the  mer- 
ger mania  of  the  1980s.  Chase-Chemical,  Disney-ABC,  Time 
Warner- Turner — these  are  just  the  tip  of  an  econonnndde 
move  toward  combination  and  consolidation  (table). 

Today's  deals  are  not  the  financially  driven  hostile  take- 
overs and  leveraged  buyouts  that  dominated  the  1980s.  No 
raiders  are  carrying 
out  bags  of  cash  this 
time  around.  Now,  it's 
the  corporate  leaders 
of  America  who  are 
riding  the  merger 
boom.  Their  goal:  to 
acquii'e  the  size  and  re- 
sources to  compete  at 
home  and  abroad,  to 
invest  in  new  technolo- 
gy and  new  products, 
to  conti'ol  distribution 
channels  and  giuu'antee 
access  to  mai'kets.  "We 
are  moving  toward  a 
period  of  the  megacor- 
porate  state  in  which 
there  will  be  a  few  glo- 
bal firms  within  pai'tic- 
ular  economic  sectors," 
says  Steven  Nagour- 
ney,  chief  investment 
strategist  for  Lehman 
Brothers  Inc.'s  private 
client  group. 

That's  certainly  true 
in  the  media  industry, 
where  the  race  to  lock 
up  key  distribution 
channels  such  as  tele\  i- 
sion  and  cable  net- 
works just  got  more 
frenzied  (page  40). 
Market  dominance  is 
also  driving  such  mer- 
ger's in  the  ding  indus- 
try as  Merck  &  Co.'s 
purchase    of  Medco 


i 


Bigger,  Bigger,  Bigger... 


ENTERTAINMENT  ►  Just  about 
everyone  is  trying  to  dominate 
this  hot  U.  S.  export.  Reason: 
Vertical  integration  is  supposed 
to  >ield  clout  in  the  Information 
Age.  Result:  Disney,  Seagram, 
and  Westinghouse  are  all  doing 
huge  deals.  Now,  Time  Warner  is 
wooing  Turner  Broadcasting. 


ft. 


UTILITIES  ►  Slow  growth  in 
domestic  power  consumption 
ai  d  increased  competition  from 
deregulation  have  spurred  deal 
mania  in  the  staid  electric  utili- 
ties industry.  PECO  Energy-  bids 
$3.8  billion  for  neighbor  PP&L 
Resources;  Union  Electric  and 
Cip.sco  merge  for  $1.2  billion. 


Containment  Services  Inc.  "As  your  competitors  get  big  a 
you're  almost  forced  to  get  bigger  to  stay  equal,"  says  J 
man  C.  Selby,  head  of  McKinsey  &  Co.'s.  pharmaceutical «: 
practice.  "It's  a  continual  game  of  catch-up." 
TRAILING  TITANS.  Other  deals  are  driven  by  a  need  to  bi 
up  as  U.S.  companies  take  on  global  competitors.  The 
Chemical-Chase  merger  produces  a  bank  that's  No.  1  in 
U.  S.  but  only  21st  in  the  world,  by  assets.  And  the  com 
nation  of  Upjohn  Co.  and  Sweden's  Pharmacia,  announce 
on  Aug.  20,  will  create  a  titan  that  only  ranks  about  nin' 
in  sales  among  dnigmakers  worldwide. 

Besides  adding  sheer  size,  acquisitions  can  provide  an 
stant  presence  in  foreign  markets.  Scott  Paper  Co.  was 

quired  by  Kimberlj 
Clark  Coi"p.,  in  larg 
part,  because  Scott 
had  strengths  in  Eijijm; 
rope  that  Kimberly 
lacked.  And  Philadtls: 
phia-based  Crown 
Cork  &  Seal  Inc.  re  [ 
cently  said  it  would 
buy  France's  Car 
naudMetalbox  to  crJie 
ate  a  global  packag:  iet, 
giant. 

Many  of  these  me^f 
gers  would  not  hav 
been  possible  withoi 
today's  permissive 
mate  in  Washington 
With  a  Repubhcan 
Congress  and  with 
Clinton  Administra 
on  the  defensive,  coi 
panies  no  longer  fea 
the  knock  on  the  doi 
fi"om  the  antitrust  p> 
hce.  Wliile  noting  th 
some  transactions  ai 
"troublesome,"  Fede 
al  Trade  Commissior 
Chairman  Robert  Pi 
tofsky  observes  that 
"many  of  these  mer- 
gers are  not  betweei 
competitors  and  repi 
sent  a  healthy  restn 
tming  of  certain  in 
dustries,  especially 
those  with  vast  over 
capacity." 


<  FINANCIAL  SERVICES  The 

goal  here  is  to  squeeze  out  costs 
and  earn  economies  of  scale. 
That's  a  big  reason  behind  Chem- 
ical's $10  billion  merger  with 
Chase  and  First  Union's  $5.4  bil- 
lion acquisition  of  Fii'st  Fidelity 
Bancorp.  Now,  can  these  behe- 
moths increase  sales? 


t 
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Today's  merger  wave  is 
different  from  '80s 
mania.  The  overriding 
goal:  Market  dominance 


»mpanies  are  taking  advantage  of  deregulation  to  make 
larger  combinations.  New  rales  lifting  baiTiers  on 
state  banking  set  to  take  effect  in  September,  for  ex- 
6,  will  ignite  a  new  round  of  cross-country  mergers, 
the  proposed  elimination  of  the  Interstate  Commerce 
mission,  which  reviews  railroad  mergers,  may  spark 
!  combinations  among  rail  carriers.  One  possibility:  a 
blk  Southern  Corp.  takeover  of  Conrail  Inc. 
le  passage  of  the  telecom  deregulation  bill,  expected 
year  or  next,  may  be  the  signal  for  some  of  the 
est  mergers  of  all  time,  especially  if  the  old  Bell  sys- 
starts  reassembling  itself.  "It's  not  unreasonable  to  see 
ral  [regional  Bell  operating  companies]  merging  over 
next  several 


3,"  says  Daniel  Re- 
Id,  vice-president 
Merrill  Lynch  &  Co. 
most  likely  candi- 
s:  Bell  Atlantic 
and  Nynex 
3.,  which  already 
;ly  run  a  cellular 
ice. 

tie  drive  to  bigness 
!  icates  CEOs  such  as 
Chairman  Louis  V. 
stner    Jr.,  who 
led  a  plan  to  split 
Blue  into  smaller 
panies   when  he 
:  over  the  industry 
it  in  April,  1993. 
i  industry's  coming 
c  our  way,"  Gerst- 
told  Wall  Street 
ysts  on  July  31.  In- 
1,  the  trend  is  for 
)orate  customers  to 
it  to  deal  with  few- 
-and  therefore  big- 
— suppliers, 
nevitably,  some 
e-mighty  players 
be  trampled  in  the 
npede  for  market 
linance.  Apple  Com- 
er Inc.,  with  only 
ut  a  10%  share  of 
personal-computer 
•ket,  may  find  that 
:ware  developers 
to  concentrate 


their  efforts  on  the  much  larger  Windows  market — which 
could  badly  damage  Apple  sales.  Apple  ceo  Michael  H. 
Spindler  is  pushing  to  boost  Apple's  market  share — but 
his  efforts  may  be  too  late  in  the  face  of  the  Windows  95 
juggernaut.  Rumors  have  circulated — denied  by  Spin- 
dler— that  Apple  could  wind  up  being  acquired  by  IBM, 
Canon,  Oi'acle  Systems,  or  Sony. 

TEMPTED.  Is  this  new  wave  of  mergers  good  for  the  U.  S. 
economy?  There's  reason  to  be  skeptical.  The  inevitable  re- 
sult of  these  mergers  will  be  a  new  round  of  downsizings 
and  layoffs,  as  companies  attempt  to  find  cost  savings. 
Moreover,  the  megacompanies  may  be  tempted  to  take  ad- 
vantage of  their  new-  found  market  strength  by  raising 

prices. 


. . .  Acquisitions  totaled  more  than  $270  billion  so  far  this  year — 
a  record  pace.  Here  are  some  industries  being  swept  by  deal  mania. 


A  HEALTH  CARE  Drugmakers, 
managed-care  networks,  hospi- 
tals— everyone  in  health  care 
seems  to  be  merging.  One  exam- 
ple: Upjohn  is  hooking  up  with 
Sweden's  Pharmacia  in  a  $6  bil- 
lion merger.  Cost-cutting  aside, 
heft  lets  suppliers  negotiate 
deals  with  large  purchasers. 


CONSUME^  ■'►Deals 
are  largely  driven  by  a  need  to 
compete  globally  and  a  fight  for 
shelf  space.  Examples:  Kimber- 
ly-Clark becomes  world's  largest 
tissue  maker  by  paying  nearly 
$7  billion  for  Scott  Paper; 
raider  Bennett  LeBow  is  trying 
to  buy  15%  of  RJR  Nabisco. 


<  TRANSPORTATION  Deregu- 
lation has  rocked  every  sector. 
Among  railroads,  Union  Pacific 
is  paying  $5.4  billion  for  South- 
ern Pacific;  Burlington  North- 
ern anted  up  $4  billion  for 
Sante  Fe  Pacific.  Savings  come 
from  sharing  overhead  and  cut- 
ting duplicative  routes. 


But  it  may  be  that 
what  used  to  be  big 
is  merely  midsize 
when  measured  on  a 
global  stage.  "I  would 
be  very  uncomfort- 
able in  a  world  of  200 
companies,"  says 
Lawrence  J.  White, 
an  economist  at  New 
Yor'k  University.  "We 
are  not  anywhere 
close  to  that."  Indeed, 
he  notes,  over  the 
past  15  years  the 
U.  S.'s  largest  compa- 
nies have  accounted 
for  an  ever  smallei- 
share  of  economic 
activity. 

Perhaps  the  larger 
danger  is  that  many 
of  the  benefits  of  size 
will  prove  to  be  illu- 
sory. While  managers 
struggle  to  absorb 
their  new  acquisi- 
tions, they  may  be 
vulnerable  to  nimble 
entrepreneurs.  For 
now,  though,  the  big 
rule. 

By  Michael  J.  Man- 
del  with  Christopher 
Farrell  in  New  York, 
Catherine  Yang  in 
Washington,  and  bu- 
reau reports 
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WOW!  THATS 
SOME  BANK 

Chase  and  Chemical:  Will  clout  rule? 


For  eight  years,  Walter  V.  Shipley 
has  taken  a  week  each  summer  to 
golf  in  Scotland  or  Ireland  with 
Robert  E.  Allen,  CEO  of  at&t,  and 
their  wives.  This  year,  though,  Scot- 
land's verdant  links  weren't  so  relax- 
ing. "I'd  end  up  sometimes  pla\ing  36 
holes  of  golf,  go  have  a  drink,  have  din- 
ner, play  gin  rummy,  and  then  get  back 
on  the  phone"  to  New  York,  he  says. 

Shipley  certainly  appeared  relaxed 
enough:  He  shot  an  82  at  St.  AndreVs, 
his  best  round  there  ever  To  throw  off 
rumormongers,  Shipley  stuck  to  his  en- 
tire regular  vacation  schedule,  even  go- 
ing on  a  late  August  fishing  expedition 
in  Canada.  All  the  while,  Allen  had  no 
idea  that  his  good  friend  was  embroiled 
in  negotiations  with  Chase  Manhattan 
Corp.'s  Thomas  G.  Labrecque  to  create 
the  nation's  largest  bank. 

On  Aug.  28,  Allen  got  the  new^s.  So 
did  the  banking  world:  Shipley  would 
join  his  Chemical  Banking  Corp.  to  ven- 
erable Chase,  the  bank  of  the  Rockefell- 
ers. At  S297  billion  in  assets,  the  new- 
Chase — the  bank  will  keep  the  older 
name,  even  though  Chemical  clearly  will 
dominate — will  dwaif  even  Citicoip,  long 
the  largest  U.  S.  bank.  It  will  have  .$20 
billion  in  equity  to  invest  where  it  pleas- 
es, a  sum  exceeded  by  only  three  other 
banks  in  the  world.  "( 'base  will  be  able 
to  compete  in  a  manno-  to  which  few  in- 
stitutions can  aspire,"  Sliipley  exults. 
TOP  PLAYER.  The  numlK-i's  are  breath- 
taking. True,  the  coniKii^ation  would 
rank  just  21st  in  assets  lidwide,  be- 
hind a  ho.st  of  giant  Japic  .  -  and  Euro- 
pean competitors.  Yet  \\v .  :riore  than 
SIG.'^  billion  in  overall  dep'.  and  some 
4  million  consumer  accoum  '  iiase  will 
be  the  dominant  retail  ba:  in  New- 
York.  Its  $20  billion  portfoi  ci-edit- 
card  balances  will  be  fourth  -  '  he  na- 
tion. It  will  be  the  global  !er  in 
emerging-markets  underwrii  and 
trading  revenues.  And  with  $19  lion 


ng's  New 
Powerhouse 
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)an  syndications  under  its  belt  so 
this  year,  according  to  Loan  Pric- 
Corp.'s  Gold  Sheets,  the  new  Chase 
be  far  and  away  the  leader  in  that 
ning  business,  giving  it  entree  into 
itive  and  multifaceted  customer  re- 
nships  around  the  world  (table), 
y  combining  two  operations  that 
pete  directly  in  many  markets, 
30ver,  the  new  Chase  expects  to  cut 
30  employees  and  $1.5  billion  in  an- 
expenses  by  the  first  quarter  of 
K  But  that's  the  easy  part.  The  big- 
question:  Can  Shipley  engineer  last- 
revenue  gains  fi'om  a  combination 
recedented  in  its  size  and  diversity, 
lucing  an  organization  that  yields 
it  growth  long  after  the  excess  costs 


have  been  wiamg  out?  "They  can  get 
costs  down  in  two  years,"  says  John  B. 
McCoy,  chaii-man  and  ceo  of  Columbus 
(Ohio)-based  Banc  One  Coi-p.  and  a  vet- 
eran of  more  than  100  acquisitions.  But 
"can  they  get  the  revenue  side  pumped 
up  with  the  right  focus?" 

The  early  e\idence  doesn't  point  to 
an  easy  home  run.  Shipley  and  La- 
brecque  both  have  produced  only  me- 
diocre long-tenn  results  at  theu-  institu- 
tions and  enter  into  theu"  maniage  with 
some  likely  cultiu-al  baniei-s  and  no  ailic- 
ulated  vision  beyond  the  need  to  cut 
costs.  The  banks'  retail  operations  face  a 
market  in  revolution,  where  success  in- 
creasingly depends  less  on  size  than  on 
nimbleness  and  creati\ity.  Theii'  electron- 


ic home-banking  effort  lags.  And  then* 
mutual-ftmd  products,  though  they  have 
performed  well,  have  relatively  skimpy 
sales  compai'ed  with  those  of  rivals. 

More  to  the  point,  the  banking  in- 
dustiy  is  consolidating  ai'ound  them  at  a 
breakneck  pace.  Well  focused  rivals,  in- 
cluding J.  P.  Morgan  &  Co.,  Banc  One, 
and  nonbanks  such  as  Charles  Schwab, 
have  formidable  expertise  in  many  of 
the  new  Chase's  businesses.  As  he  leads 
Chase  into  the  21st  century,  Shipley 
must  walk  a  fine  line  between  maintain- 
ing the  heft  that  generates  mai'ket  clout 
and  avoiding  bulk  that  translates  into  in- 
efficiency, undue  risks,  and  a  difftision  of 
corporate  energ^^ 

As  CEO  of  Chemical,  Shipley  vow^ed 


WORLDWIDE  WHOLESALE  BANKING 


*1 

J.  Clu  inic  al  led  this  booming  market  before  the  merger,  doing  $160  billion 
in  1995  deals;  Chase  is  strong  in  complementary  industries 

#1      .  : 

J.  Chemical's  focus  is  on  market  making;  Chase  has  emphasized  customer 
transactions  in  growth  areas  such  as  emerging  markets 


# 


1 


Chase  leads  in  recordkeeping  and  processing  of  corporate  customers' 
securities  worldwide 
EAK  SPOT:  UNDERWRITING 

Although  both  banks  are  picking  up  steam,  neither  broke  into  the  top  10  debt 
undenvriters  for  1994 


U.S.  CONSUMER  PRODUCTS 


#  1  MORTGAGE  LOAN  SERVICING 

J.  The  combined  banks  have  a  massive  $125  billion  servicing  portfolio, 
thanks  in  part  to  acquisitions  since  1993 
#Q  MORTGAGE  ORIGINATION 

O  Both  banks  are  major  players;  combined,  they  will  have  $20  billion 
in  originations 
#yl  CREDIT  CARDS 

^  Chase  had  lost  ground  but  is  regaining  share;  Chemical  has  many 
lucrative  co-branding  deals 

L)e.spite  strong  performance  of  its  Vista  funds.  Chase  has  lagged  behind  most 
brokers  and  mutual-fund  companies  in  assets 


NEW  YORK  RETAIL  BANKING 


J.  With  $32  billion  in  deposits,  the  new  Chase  will  have  more  of  the  New 
York  retail  market  than  any  rival 

X  Ditto — a  combined  480  branches  in  the  New  York  area  far  outpaces 

competitors 

#1  r  LENDING 

X  Chemical  has  long  dominated  in  New  York  and  Long  Island;  Chase  is 
^tron<4er  elsewhere  in  the  region 

Citibank  and  others  are  ahead 
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that  the  bank  would  be  a  leader  in  its 
chosen  markets.  But  in  practice,  his 
bank  has  a  portfolio  of  a  dozen  or  so 
businesses — not  all  of  which  produced 
top-tier  results.  Now,  as  CEO-designate 
of  the  new  Chase,  Shipley  lauds  the 
synergies  in  the  deal  and  sets  lofty  fi- 
nancial goals:  He  says  the  bank  aims 
to  get  costs  down  close  to  50%  of  reve- 
nues, low  for  a  bank,  and  generate  a 
return  on  equity  of  18%  or  higher.  But 
all  Shipley  says  about  long-term  goals  is 
that     Chase  will 

one  "of  fh7worid  s  Slilpley  pialses  the  synergies,  but  all  he  says  a 

gi-eat  global  banks." 


disappear  from  the  business  in  the  next 
decade  as  banks  go  electronic.  "The  only 
thing  that  matters  about  having  a  big 
customer  base  is  if  you  segment  it  and 
do  a  good  job  with  each  segment,"  he 
says.  Adds  Tom  D.  Seip,  head  of  retail 
brokerage  for  Charles  Schwab  &  Co.: 
"Size  will  make  them  a  tougher  com- 
petitor. But  just  better  distribution 
won't  make  or  break  them.  They  have 
to  administer  the  level  and  type  of  ser- 
vices that  customers  want." 


practice  at  Towers  Perrin.  "For  Fid^ 
Schwab,  and  Citicorp,  this  is  a  won 
ful  opportunity  to  take  business  a 
fi-om  the  combined  bank."  Mutual  ft 
and  credit  cards  might  be  especi 
vulnerable. 

All  told,  "I'd  have  to  concede 
most  attractive  part  [of  the  deal]  is 
economies  they're  talking  about,"  s 
John  Neff,  senior  vice-president 
managing  paitner  of  Boston-based  "V 
ington  Management  Co.  and  a  ho] 


He  and  Labrecque  say  the  bank  has 
some  two  dozen  key  businesses,  and 
they  plan  to  make  substantial  invest- 
ments in  half  a  dozen  of  them  to  give 
Chase  leadership  positions. 
HUGE  THREAT.  Shipley  exudes  confidence 
about  the  new  Chase.  But  many  banks 
have  suffered  when  they  have  tried  too 
hard  to  diversify  broadly — one  reason 
big  money-center  bank  stocks  long 
underperfoiTned  those  of  their  regional 
bretlu'en.  Citicoi-jj,  most  notably,  learned 
its  lesson  all  too  well  m  the  1980s:  After 
a  disastrous  immersion  in  commercial 
real  estate  that  even,  temporarily,  put 
Citi  on  a  short  leash  with  its  regula- 
toi-s,  the  bank  vowed  to  change  its  ways 
and  manage  for  profitability  rather  than 
scale.  "In  the  past,  we  tended  to  ran  the 
company  to  occupy  space,"  Chairman 
and  CEO  John  S.  Reed  told  analysts  in 
February.  He  vowed  that  henceforth, 
"we're  going  to  iim  the  company  for 
perfomiance"  and  not  tiy  to  be  in  eveiy 
market. 

Without  question.  Chase's  doubling 
will  present  a  formidable  competitive 
threat  to  many  of  its  wholesale  banking 
competitors.  A  top  London  foreign  ex- 
change specialist  says  that  a  merged 
Chase  "will  certainly  be  a  stronger 
force."  It  will  be  tough  to  beat  in  the 
custody  business,  too.  Bank  of  New 
York,  for  example,  has  been  actively 
snapping  up  custody  operations  in  a  bid 
to  build  scale.  But,  says  one  bank  ana- 
lyst, "combine  [Chase  and  Chemical's 
trust  and  custody  operations],  and  can 
you  picture  what  that  does  to  Bank  of 
New  York?  It  blows  them  away."  A 
Bank  of  New  York  spokesman  says  the 
company  "has  increasingly  become  a 
player  in  global  custody  [a  segment  of 
the  custody  business].  This  merger  does 
not  change  that." 

In  retail  banking,  though,  size  is  only 
a  starting  point.  Experts  such  as  Frank 
Woosley,  du-ector  of  the  financial  institu- 
tions consulting  practice  at  Deloitte  & 
Touche.  predicts  that  450,000  jobs  will 


The  new  Chase  would  lag  behind  Citi 
and  others  in  electronic  banking  offer- 
ings, an  area  both  Shipley  and  La- 
brecque admit  they  need  to  steer  more 
investment  toward.  As  nontraditional 
competitors  enter  the  retail  fray.  Chase 
could  become  even  more  vulnerable. 
"One  of  the  gi'eat  dangers  of  this  mer- 
ger is  that  they  ai-e  going  to  be  tremen- 
dously inwardly  focused  for  the  next 
three  years,"  says  David  M.  Partridge, 
director  of  the  financial  institutions 


of  2.6  million  shares  of  Chemical  st( 
Certainly,  those  sa\ings  will  be  subsf ' 
tial.  Chemical's  widely  pi-aised  1991  n  ' 
ger  with  Manufacturers  Hanover  C( 
ultimately  excised  6,200  jobs  and  $ 
milhon  in  annual  costs. 

But  integi-ating  the  bi-anch  system 
Chemical  and  Manny  Hanny  took  cl 
to  two  years.  A  major  hurdle  w^as 
accommodating  the  gi-adual  melding 
the  two  corporate  cultures.  With 
new  Chase,  too,  there  is  the  poten 


THE  NEXT  FEEDING  FRENZY 
WILL  FEATURE  SMALLER  FISH 


Fho's  next?  The  eye-popping  .$10 
billion  alliance  of  Chemical  Bank 
and  Chase  Manhattan  has  sent  a 
message  to  bankers  eveiywhere:  If  such 
titans  are  fodder  for  the  Industrie's  con- 
soUdation  fi'enzy,  just  about  everyone  is 
vulnerable.  So  if  they  haven't  already 
been  checking  out  their  neighbors — 
feaiiully  or  covetously — bankers  all 
across  the  countiy  are  now  eyeing  one 
another  anew. 

Yet  despite  the  New  Yorkers'  mega- 
alliance,  odds  are  that  the  most  intrigu- 
ing deals  going  foi-ward  won't  be  among 
the  biggies.  The  eight  or  so  U.  S.  banks 
with  more  than  $100  biUion  in  assets 
probably  will  stand  pat  for  a  while  and 
exploit  their  global  lending  businesses. 
Once  Chemical  and  Chase  slim  down, 
bank-watchers  say,  there  won't  be  much 
fat  left  to  cut  in  this  segment. 
"SUPERREGIONALS."  Instead,  banking's 
merger  frenzy  will  likely  be  most  fierce 
in  the  middle  ranks.  There,  a  few  dozen 
outfits  with  SIO  billion  to  $100  billion  in 
assets  and  turf  that  spans  one  or  just  a 
few  states  are  fijiding  they  can't  go  it 
alone  anymore.  Revenue  growth  is  too 
hard  to  come  by  in  their  overbanked 


markets.  "The  whole  industiy  is 
with  overcapacity,"  says  Douglai 
Pratt,  portfolio  manager  at  Inv 
Strategic  Financial  Senices  Fur 
Denver.  "If  the  big  guys  are  doi 
why  shouldn't  the  httle  guys  do 
In  fact,  many  of  the  277  mer 


Movers,  Shakers, 
Merger  Makers 


J/\S^lGOJ\H  B/' 

1  ft  n  PreeminentAlabai 
XU»  I   with  attractive  ho 
hotly  sought-after  Florida  mar 

SIGNET 

1  Q  1   Virginia  bank  with 
J.  O  •  J.  tive  mid-Atlantic : 
and  strong  market-research  un 
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culture  clash.  While  the  two  CEOs 
that  the  banks'  cultui'es  are  extraor- 
rily  compatible,  others  are  skeptical, 
lard  L.  Thomas,  chaiiTnan  and  ceo 
'  'irst  Chicago  Corp.,  which  is  using 
;ask  forces  to  implement  a  merger 
1  Detroit's  ndb  Bancoip  Inc.,  speaks 
n  experience  when  he  says  that 
ging  two  corporate  cultures  "is  very 
i  work." 

ine  trouble  spot  on  the  hoiizon  could 
be  the  new  bank's  crowded  execu- 
office.  Of  five  top  executives,  Chem- 
is  supplying  three,  including,  of 

•se,  the  CEO.  Shipley  will  spend  most 


ing  uncertainty  could  set  off  a  disruptive 
horse  race  a  few  years  hence. 

Then  there  are  possible  antitrust 
problems.  With  a  commanding  share  in 
clear'ly  defined  local  markets  such  as 
middle-mai-ket  lending  and  branch  bank- 
ing, the  new  Chase  may  be  forced  to  di- 
vest some  of  its  holdings,  according  to 
antitrust  attorney  and  former  Justice 
Dept.  Antitrust  Div.  official  Donald  J. 
Baker  He  predicts  that  they  are  "prob- 
ably going  to  sell  off  some  branches — 
some  of  which  they  would  have  closed 
anyway,"  and  adds  that  they  may  have 
to  sell  some  foreign  offices,  too. 


i-term  goals  is  that  Chase  will  "plow  forward" 


lis  time  on  retail  banking  and  na- 
al  consumer  products  such  as  credit 
Is,  while  Labrecque  will  focus  on 
)al  wholesale  banking,  information 
^ices,  and  risk  management.  Under 
two  top  officials  will  be  a  senior 
'-chairman,  Chtmical's  Edward  D. 
ler,  and  two  vice-chairmen.  As  if 
;'s  not  enough  complexity,  the  bank 
i  Labrecque  is  not  the  heir  appai'ent. 
says  he  suggested  leaving  the  suc- 
;ion  question  open,  but  the  result- 


Shipley  must  move  fast  to  get  this 
deal  together  Too  much  time  dithering, 
and  he  risks  losing  momentum.  "This 
is  not  the  time  for  them  to  sit  and  twid- 
dle theii'  thumbs,"  says  Thomas  H.  Han- 
ley,  head  of  bank  research  at  cs  First 
Boston  Inc.  "The  hard  decisions  have 
to  be  made  immediately  and  executed 
immediately." 

Yet  combining  two  organizations  of 
such  size  may  create  problems  no  one 
has  foi'eseen.  Gerard  L.  Smith,  head  of 


the  banking  group  at  UBS  Securities 
Inc.,  is  impressed  with  the  merger's  po- 
tential for  savings  but  also  has  qualms. 
"There  are  risks  that  are  very  hard  to 
quantify  relative  to  the  control  of  this 
bank,"  he  says.  Banc  One's  McCoy,  in- 
deed, argues  that  size  can  kill  if  man- 
aged improperly:  "If  you  don't  know 
how  to  drive  a  race  car  and  it  goes  200 
miles  per  hour,  you  can  kill  yourself  in 
the  fli-st  100  yards,"  he  says. 

If  Shipley  can  manage  the  massive 
consolidation,  the  new  Chase  will  have 
enoiTnous  cost  savings  to  propel  it  for- 
ward— $600  million  in  the  fii-st  year  of 
the  combined  compa- 
nies, an  additional 
$450  million  in  the 
second,  and  a  final 
$450  million  in  the  third.  Executives  at 
the  two  banks  are  clearly  excited,  as 
are  investors  such  as  Michael  F.  Price, 
who  shook  up  Chase  when  he  disclosed 
a  6.1%  stake  in  the  bank  in  April.  Engi- 
neering long-tenn  revenue  growth  for 
the  biggest  bank  in  America  will  prove 
a  serious  challenge.  But  if  the  deal 
works  as  planned,  Shipley's  next  vaca- 
tion ought  to  be  a  lot  more  relaxing. 

Bi/  Kelley  Holland,  with  John  Mee- 
han,  in  New  York,  and  bureau  reports 


so  far  this  year — worth  some 
n  in  all,  according  to  Securities 
— are  among  such  middle-mar- 
;rs.  In  July,  Detroit-based  nbd 
Inc.  cut  a  $5.3  biUion  deal  with 
icago  Corp.,  for  instance, 
^  a  $113  bilUon  "supen-egional" 
■  covers  much  of  the  Midwest, 
w  weeks  earher,  North  Caroh- 
itious  First  Union  Corp.  agreed 
5.1  billion  for  New  Jersey's 
lelity  Bancorp.,  creating  a  $115 
id-Atlantic  powerhouse. 


The  goals  in  these  deals  vary,  de- 
pending on  the  size  of  the  deal.  Cutting 
costs  by  cutting  staff  and  shuttering 
duplicate  branches,  for  instance,  is  a  big 
driver  for  other  recent  supen-egional 
deals  as  well  as  for  Chase-Chemical. 
But  the  New  York  bankers  aren't  try- 
ing to  spread  their  reach  across  more 
states.  "The  world  is  their  market," 
says  Wharton  School  Professor  Antho- 
ny M.  Santomero.  By  contrast,  the 
superregionals  still  view  geography  as 
crucial,  so  they're  trying  to  spread  their 


?  market  speculating  that  more  mergers  are  coming,  bankp-e 
re  soaring.  Here  are  some  likely  buyers  or  targets:      mm  of  8/29/95 


^oreStates  Meridian 


4 A  leader  in  check  process- 
ing and  trade  services 
export-import  financing 


1       4  Small  Pennsylvania-based 
X  O  •  A  bank  in  a  rapidly  consoli- 
dating region 


\UJB  — 

\  FINANCIAL  BANC E ONE 

fj  One  of  New  Jersey's  last 


midsized  independents  in 
rovidng  market 


1  yj  fT  Fast-expanding  Ohio 
L^tO  superregional  on  the 
prowl  for  acquisitions 


costs  over  miUions  of  domestic  custom- 
ers, usually  in  contigTJOus  states. 

Of  course,  expenses  do  tend  to  gi'ow. 
Banks  need  expensive  technology — from 
home  banking  to  improved  automated 
teller  services — to  compete.  Such  costs 
helped  drive  Pittsburgh's  Integi-a  Fi- 
nancial Corp.  into  the  arnns  of  Cleve- 
land-based National  City  Corp.  in  a  $2.1 
bilfion  deal  announced  on  Aug.  28. 
ENDANGERED  SPECIES?  The  latest  wave 
of  consolidations  almost  surely  will  re- 
shape banking  for  good.  Gerard  L. 
Smith,  managing  director  at  libs  Secur- 
ities Inc.,  says  the  trend  won't  end  until 
the  25  largest  banks  hold  80%  or  more 
of  the  industry,  up  from  60%  now,  and 
he  expects  to  see  the  emergence  of  a 
tioily  national  bank.  The  regional  bank 
with  assets  under  $50  billion  may  be  an 
endangered  species. 

For  investors,  however,  banking  con- 
solidation is  a  risky  bet.  Speculators 
have  bid  up  stocks  sharply,  chiving  the 
Standard  &  Poor's  major  regional  bank 
index  of  23  stocks  up  more  than  34%  for 
the  year,  compared  with  a  22%  rise  in 
the  broader  Standard  &  Poor's  500-stock 
index.  That's  partly  why  bankers  can  af- 
ford to  pay  for  their  acquisitions  with 
stock  instead  of  cash.  But  with  so  much 
expectation  built  into  stock  prices,  thei'e 
could  be  disappointments  down  the  road. 

By  Joseph  Weber  in  Philadelphia 
and  Suzanne  Woolley  in  New  York 
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TIME  WARNER  TURNER: 
NICE  SCRIPT.  BUT... 

Is  Levin  offering  too  much  to  muscle  past  Disney? 


The  entertainment  biz  is  nothing  if 
not  flexible.  Not  so  long  ago,  Walt 
Disney  Co.  Chairman  Michael  D. 
Eisner  was  pooh-poohing  big-ticket  ac- 
quisitions. Time  Warner  Inc.  Chairman 
Gerald  M.  Levin,  desperate  to  pare  debt 
fi-om  his  balance  sheet,  wanted  out  of 
his  18%  stake  in  Turner  Broadcasting 
System  Inc.  And  Ted  Turner  was  ada- 
mant in  his  refusal  to  do  any  deal  that 
left  him  second  fiddle. 

The  talk  sounded  good  at  the  time. 
But  now  Eisner  is  paying 
$19  billion  to  buy  into  Capi- 
tal Cities/ABC.  And  in  the 
wake  of  that  megadeal,  Lev- 
in and  Tin-ner  are  working 
to  fashion  another:  Levin 
has  offei'ed  a  dazzling  .$8  bil- 
lion-plus to  buy  TBS,  and 
Turner  is  said  to  be  enthu- 
siastic. Their  talks  are  set- 
ting the  stage  for  a  merger 
that  would  catapult  Time 
Warner  past  Disney  to  re- 
gain its  title  of  world's  larg- 
est media  company. 
PAYING  DEARLY.  Make  no 
mistake:  This  deal,  if  it 
comes  off,  is  all  about  scale. 
The  cash  and  technology 
needed  to  beam  movies,  TV, 
and  information  to  the 
world's  billions  are  demand- 
ing that  entertainment  com- 
panies become,  simply,  big- 
ger TiuTier  seems  willing  to 
subsume  his  imposing  ego 
to  the  reality  of  an  indus- 
try increasingly  dominated 
by  giants.  Although  he  nms 
several  thriving  global  busi- 
nesses, one  associate  says, 
Turner  feared  being  "closed 
out  of  the  loop." 

Levin,  likewise,  clearly 
sees  the  value  of  bulk.  A 
deal  with  tbs  would  create  ;i 
media  conglomerate  of 
unique  depth  and  breadth  in 


movie  libraries,  studios,  cable  proper- 
ties, and  publishing.  Time  Wamer  would 
gain  international  reach  and  expertise, 
features  its  cable  and  movie  businesses 
plainly  lack.  And  it  would  net  Tamer's 
singular  talent  for  turning  old  copy- 
rights into  new  revenue  opportunities. 

That's  why  Levin  appears  willing  to 
pay  so  dearly.  By  offering  the  stock 
equivalent  of  $35  a  share,  he  would  put 
up  a  staggering  17  times  tbs's  projected 
1995  cash  flow,  well  above  the  12  times 


Who  Gets  What  The  players  negotiating  a  combination  of 
With  Turner        '^^^  Wamer  and  Turner  Broadcasting 


GERALD  LEVIN,  TIME  WARNER  ► 

A  Turner  deal  would  put  him  atop  the 
industry  heap — not  bad  for  the  old  ego. 
More  important,  Turner's  CNN,  Cartoon 
Network,  and  TNT  would  provide  valuable 
programming  for  Time  Warner's  cable  sys- 
tems. And  TBS's  international  presence 
would  boost  his  push  overseas. 


A  TED  TURNER,  TBS 

Unable  to  buy  a  network,  he  would  finally 
succumb  to  consolidation  in  the  media 
business.  Not  great  for  the  ego.  But  he 
would  control  10%  of  Time  Warner  voting 
shares,  get  two  seats  on  the  board,  and 
still  run  TBS.  The  question:  Can  Ted  work 
for  anyone? 


J  - '  ONE  ►  Still  a  wild  card, 

de8i)ite  apparent  early  support  for  deal. 
Converting  Turner  shares  to  an  8%  Time- 
Warner  stake  presents  a  possible  anti- 
trust issue.  And  TCl's  movie  and  sports 
channels  could  lose,  as  Time  Warner  gets 
first  dibs  to  Turner  programming.  The  ego 
satisfaction  isn't  sure. 


Call'-' 


m 


FE 
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Disney  paid  for  abc.  Besides  dilufjliu 
Time  Warner  shares  by  50%,  the 
would  do  nothing  to  reduce  the  conJ^aiT 
ny's  $15  billion  debt  burden  that 
spooked  Wall  Street.  "This  is  such  £ 
lutive  transaction  that,  in  order 
shareholders  to  win,  there  has  to  lliai 
tremendous  earnings  increase,"  saj 
source  close  to  Tiu'ner. 
IN  THE  WINGS.  Clearly,  this  is  no  d 
deal.  John  C.  Malone,  whose  Tele-Cpanrj 
munications  Inc.  owns  21%  of  tbs, 
could  block  the  pui'chase  any  time. 
TCI  chairman  won't  buy  into  a  deal 
dustry  sources  say,  unless  Levin 
make  it  worth  his  while.  He  aire 
has  turned  down  cash  for  his  stock,  f 
ing  the  resulting  tax  bill,  and  may 
stead  demand  a  sweetheart  price 
HBO  Inc.  and  the  Turner  networks 
tci's  cable  systems.  Even  if  he  m 
such  concessions,  industry  executi 

who  watched  Malone  ju  6 
ship  in  Barry  Diller's 
to  acquire  Paramount  C 
munications  Inc.  say  Lt 
can't  rely  on  Malone's 
port  until  the  ink  is  dry  l 

Then  there  are  other 
tential  bidders  in  the  wii 
General  Electric  Co.,  wl 
has  made  no  secret  of 
desire  to  fuse  Turner  wLi, 
NBC  Inc.,  could  emerge  v  t 
a  fresh  bid.  And  knowled 
able  industry  executives 
Rupert  Murdoch's  Ne|i|ii 
Coip.  or  even  Disney  mi: 
make  a  run  for  tbs.  A 
ney  source  says  executr 
in  Mouseland  are  crunch 
the  numbers. 

It's  a  good  time  for  T 
ner  to  find  the  partner 
so  needs.  His  business 
going  gangbusters 
should  bring  cash  flow 
$600  milhon  this  year, 
50%,  figures  Merrih  Lyi 
&  Co.  analyst  Jessica  Ri 
The  CNN  news  network, 
movie  channel,  and  Cartcji, 
Network  are  reaching 
more  households  this  yA 
than  last — and  chargi 
20%  more  for  ads.  Mo 
operations,  anchored  by 
cent  additions  New  Li 
Cinema  Corp.  and  Cas 
Rock  Entertainment,  w  j 


Turner's  movie  libraries,  studios,  and  cable  channels 
wouk  tretch  Time  Warner's  global  reach 


iir.'.' 
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ik  out  50  films  a  year  by  1997. 
evin  isn't  talking,  but  his  rich  pro- 
.1  speaks  volumes  about  how  much 
values  such  assets.  Certainly,  the 
?h  makes  eminent  sense  for  him. 
3  Warner  has  lofty  international  am- 
ns,  and  cnn,  for  one,  offers  a  strong 
cle  for  its  entry  into  foreign  mar- 
.  "We're  trying  to  do  some  things 
•nationally,  but  we're  trailing  them," 

one  Warner  executive, 
ist  as  important,  TluTier  is  a  master 
oinning  libraries  of  content  into  ca- 
;hannels.  That's  what  made  tnt  and 
Cartoon  Network  successful.  Time 
ner  owns  hbo,  a  strong  movie  chan- 
but  has  fallen  behind  in  developing 
plementary  new  networks.  More- 
•,  the  two  companies'  varied  opera- 
5  would  fit  together  nicely:  A  merg- 
ould  put  Warner  Brothers  cartoons 
he  Cartoon  Network  and  combine 
Warner  studio  libraries  with  Tiu-- 
3.  And  Warner,  Castle  Rock,  and 
/  Line  together  would  own  22%  of 
office  market  share.  "We're  in  busi- 
;es  that  don't  compete  with  each 
•r,"  says  a  Turner  executive.  "The 
t  is,  you  wouldn't  have  to  eliminate 
T  much  at  either  company." 
.L  FEUDING.  There  are  nonbusiness 
3rs,  too.  The  move  helps  Levin  an- 
r  investors  who  claim  he  has  lacked 
ivation  and  leadership.  It  would 
;e  Time  Warner,  with  $18.2  billion 
ales  and  a  market  capitalization  of 
it  $23  billion,  virtually  unassailable 

takeover  target,  even  given  today's 
ik-the-bank  merger  mania.  And  it 
Id  dilute  the  power  of  large  share- 
lers — Seagram  Co.,  for  example — 
.  have  sometimes  disputed  Levin's 
tegy. 

:  looks  promising,  certainly.  But  Lev- 
/ould  have  to  show  that  Time  War- 
can  make  it  work.  After  all,  hbo 
the  Warner  cable  operations  ai"e  still 
ling  years  after  they  were  joined  via 
■ger.  Some  of  Tarner  and  Time  War- 
s  businesses  don't  have  obvious  fits. 
1  there  are  no  obvious  ways  to  cut 
;s,  as  Turner  could  have  done  by 
iging  together  cnn  with  news  opera- 
s  at  the  CBS  network  he  coveted, 
'he  most  intriguing  part  of  the  deal 
be  how  the  Turner-Levin  combo 
'^s  out.  Less  than  a  year  ago,  TiuTier 
a  National  Press  Club  audience  that 
'in  was  "chtorizing"  him  by  using  a 
le  Warner  veto  on  the  tbs  board  to 
)  him  fi-om  buying  a  network.  Now, 
ner — who  hasn't  worked  for  anyone 
;e  taking  over  the  family  business 
age  24 — is  supposed  to  answer  to 
nxi.  Scale  is  important,  but  ego  may 
win  out. 

3y  David  Oreising  in  Atlanta,  with 
■hael  Oneal  in  NorthpoH,  Mich.,  and 
mid  Grover  iyi  Los  Angeles 


HOW  MUCH  ROOM  IS  THERE 
FOR  BARRY? 


I 


t  wasn't  exactly  a 
new  idea  for  Barry 


DILLER:  Going  back  to 
broadcast  basics 


I  DOler.  He  had  fii-st  fo- 
cused on  the  group  of 
12  UHF  home-shopping 
stations  owned  by  Sil- 
ver King  Communica- 
tions Inc.  in  1993,  when 
he  was  peddling  zircons 
as  chairman  of  Qvc  Inc. 
Back  then,  Diller,  the 
man  who  created  the 
Fox  Broadcasting  tele- 
vision network  for  Ru- 
pert Murdoch,  saw  TV's 
future  as  interactive. 
When  rival  networks 
were  launched  by  Time  Warner  Inc. 
and  Paramount  Communications  Inc., 
Diller  predicted  that  neither  was 
likely  to  survive. 

All  of  which  makes  Diller's  Aug. 
25  announcement  that  he  had  bought 
a  20%  stake  in  Silver  King  and 
would  become  its  chainnan  all  the 
more  intriguing.  What  does  Diller  in- 
tend to  do  with  this  string  of  ragtag 
stations?  Create  a  network.  In  doing 
so,  the  53-year-old  executive  says 
he's  going  back  to  the  basics  of 
broadcasting.  He  plans  to  spend  the 
next  year  or  more  creating  local  pro- 
gi-ams,  sports,  and  news.  "The  sta- 
tions need  a  voice,  and  we  intend  to 
give  it  to  them,"  he  says. 

The  plan:  create  local 
versions  of  the  hip  coun- 
ter-progi'amming  Diller 
used  at  Fox  to  take  on 
the  big  nets.  By  going  lo- 
cal, he'll  hit  a  market  that 


is  exploding  after  years 
of  near  stagnation.  Al- 
ready this  year,  local  TV 
ads  are  up  by  a  robust 
9%,  figures  the  Televi- 
sion Bureau  of  Adver- 
tising, which  says  the 
likes  of  Blockbuster  and 
KFC  have  spent  $3.1  bil- 
hon  in  the  first  six 
months  of  the  year. 

Diller's  next  step 
may  well  be  to  restruc- 
ture Silver  King's  con- 
tracts with  the  Home 
Shopping  Network  to 
allow  more  time  for 
other  programming.  That's  where  his 
partner  at  Silver  King,  Tele-Commu- 
nications Inc.  and  its  president,  John 
C.  Malone,  come  in.  For  Silver  King 
programming,  Diller  may  eventually 
tap  TCi's  Liberty  Media  Corp.  unit, 
which  has  vast  contracts  to  broad- 
cast sports  progi'amming  and  owns 
stakes  in  Lifetime  and  other  cable 
channels.  Diller  also  intends  to  devel- 
op tailor-made  progi'ams  for  Silver- 
King's  markets. 

LOCATION,  LOCATION.  But  Diller  will 
need  a  tnily  magic  touch  to  grab  the 
attention  of  major-market  viewers. 
Federal  rules  require  cable  stations 
to  carry  his  channels,  but  to  improve 
his  chances,  Diller  will  have  to  get 
them  to  give  his  stations  prime  spots 
on  the  dial.  And  when  it  comes  time 
to  launch  his  network,  Diller  will 
need  the  help  of  TCi  and  other  cable 
operators  to  carry  his  progi'amming 
to  places  where  Silver  King  doesn't 
have  stations. 

Skeptics  abound.  "It's 
just  so  much  baloney  that 
he  can  start  a  network  out 
(jf  those  lousy  assets  he's 
got,"  says  Dennis  McAl- 
pine,  an  analyst  with  Jo- 
sephthal  Lyon  &  Ross.  In- 
deed, some  expect  Diller  to 
eventually  take  over  hsn, 
which  is  80%  owmed  by  TCi. 
Malone  has  previously  of- 
fered him  the  job.  Mean- 
while, the  man  who  once 
sold  zircons  hopes  to  turn 
his  string  of  dowdy  stations 
into  something  that  shines. 
By  Ronald  Grover  in  Los 
I        Angeles,  with  Gail  DeGeorge 
'  in 


in  Miami,  and  bureau  reports 
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MARKETING 


COLIN  POWELLS  BOOK  TOUR 
-OR  IS  IT  A  WHISTLE-STOP? 

The  megahype  could  be  a  rehearsal  for  a  different  campaign 


The  publishing  world  is  synchronizing 
watches,  waiting  for  Cohn  L.  Pow- 
ell's new  offensive  to  begin.  No,  not 
Desert  Storm  II.  It's  the  retired  army 
general's  national  book  blitz. 

In  mid-September,  the  hero  of  the 
Persian  Gulf  war  will  launch  a  campaign 
to  sell  more  than  a  million  copies  of  his 
memoii's.  My  American  Jouniey.  If  the 
torn-  lives  up  to  megahyijed  expectations, 
Powell  could  launch  a  budding  political 
career,  maybe  even  a  Presidential  bid. 
But  even  if  he  doesn't  nan,  Powell  will 
help  his  publisher.  Random  House  Inc., 
win  a  $6.5  million  gamble.  That's  the  re- 
ported advance  the  publishing  giant  paid 
the  general  for  his  rags-to-  ■■■■■■■■ 
battle-iibbons  saga.  Random 
House's  planned  first  print- 
ing: 950,000  copies,  to  be 
sold  at  $25.95  each. 
TAPES,  TOO.  Industry 
soui'ces  speculate  that  Ran- 
dom House  will  have  to 
sell  at  least  1.5  million 
hardback  copies  in  the  U.S. 
to  turn  a  profit.  That's  an 
ambitious  target.  But 
Random  House  insists 
book  will  earn  back  its  ad- 
vance at  1  million  copies 
because  of  revenue  from 
spinoff  deals.  Time  maga- 
zine is  paying  upwards  of 
$175,000  for  serial  rights, 
the  Book  of  the  Month 
Club  plans  to  make  it  a 
main  selection,  and  publish- 
ers in  six  other  countries 
have  signed  deals  worth  about  $1  mil- 
lion. Random  House  itself  will  market 
the  audiotape  version.  "We're  pulling 
out  all  the  stops,"  says  Random  House 
CEO  Alberto  Vitale. 

Precedents  for  the  book  bode  well. 
The  other  hero  of  the  gulf  war,  Army 
General  Norman  Schwarzkopf,  sold  1 
million  hardback  copies  of  his  1998 
memoirs — for  which  he  received  $5  mil- 
lion. In  comparison.  House  Speaker 
Newt  Gingi-ich's  book  To  Renew  Amer- 
ica, published  by  HarperCollins,  is  in 
its  sixth  printing — with  665,000  copies 
off  the  presses.  Powell's  epic  "is  going 
to  drown  Newt,"  predicts  A.  David 
Schwartz,   president   of  Harry  W. 


Schwartz  Bookshops  in  Milwaukee. 
Booksellers  nationwide  are  scrambling 
to  stock  their  shelves.  "We're  expecting 
it  to  be  a  best-seller,"  says  Robert  J. 
Wietrak,  merchandising  vice-president 
for  Barnes  &  Noble  Inc.,  a  1,000-store 
chain. 

Random  House's  hopes  to  ensui-e  that 
by  giving  the  Powell  opus  maximum 
hype.  Its  campaign 
includes  saturation 
coverage  of  Powell 
on  television,  includ- 
ing interviews  with 
Barbara  Walters, 
Katie  Couric,  Jav 


Book  Blitz 


The  planned  publicity  cam 
paign  for  Colin  Powell's 

new  autobiography, 
My  Am  erican  Journey 

SEPT.  11  Time  magazine 

will  issue  a  lengthy  excerpt 

—     of  Powell's  book.  u  ^  .  ^ 

r:J__   sctiedules  a  cover  story  on 

SEPT.  IS  Barbara  Walters 

plans  a  one-hour  special  on 


COLIN 
POWELL 

vvitl>  .losopli  E.  Pt-rsico 


SEPT.  17  Parade  magazine 


Powell 


,,,    ,  SEPT.  18  NBC's  Today 

Powell  s_story.   ^^^^  ^.^^  ^^^^^  / 


SEPT.  16  Powell  launches 
his  20-city  tour,  starting  in 
his  neighborhood  Crown 
Books  store  in  McLean,  Va. 


kicks  off  a  three-day  Pcwel 
special.  CNN's  Larry  King 
Live  also  plans  a  Powell 
interview. 


DATA:  RANDOM  HOUSE  INC. 

Leno,  and  Larry  King.  "It's  the  dream 
tour,"  gushes  Random  House  publicity 
director  Ivan  Held.  Print  ads  will  ap- 
pear in  publications  ranging  from  The 
New  York  Times  to  Essoice  magazine  to 
Army  Times.  The  unusual  mix  reflects 
Powell's  enormous  appeal  across  racial, 
economic,  and  cultural  lines. 

The  five-week  frenzied  tour  begins 
on  Sept.  16  with  Powell  signing  copies 
at  his  neighborhood  Crown  Books  store 
in  McLean,  Va.  His  20-city  route  in- 
cludes outlets  as  diverse  as  Seattle's 
hip  Elliott  Bay  Book  Co.  and  a  Price- 
Costco  Inc.  discount  warehouse  in  Or- 
ange County,  Calif.  At  least  three  AJfiri- 
can-American   bookstores,  including 


r 

Vertigo  Books  in  Washington,  will 
on  the  toiu".  Random  House  made  sti, 
order  at  least  2,000  copies — an  extri 
dinainly  lai'ge  number — ^to  land  a  persj 
al  Powell  appearance. 

The  key  selling  point:  Powell's  nj 
tique  and  a  national  g-uessing  game  alf 
whether  one  of  the  country's  most  pc 
lai"  figui'es  has  any  designs  on  the  W| 
House.  The  retired  general  has  ne 
declared  his  party  affiliation,  much 
discussed  his  political  views  or  ambiti  m 
since  retiiing  as  chairman  of  the  Ji  > 
Chiefs  of  Staff  in  1993.  And  Ranc 
House  is  making  sure  any  pohtical  i 
swers  revealed  in  the  book  are  kept 
cret  until  the  publication  date.  Adva 
copies  have  been  severely  restricted, 
reviewers  have  signed  nondisclos  ' 
fonns.  "I  almost  had  to  sigi 
blood  not  to  give  away  detaf 
says  one  reviewer. 

All  the  attention  has  P(| 
ell's  political  backers  in  a 
phoric  mood.  They  say 
toiu-  couldn't  be  a  better  dil 
■  rehearsal  for  a  Presidenl 
campaign.     W.  RonJ 
Evans,  a  spokesman  for 
Exploratory  Draft  Povl 
Committee  for  Pi-esidentl 
Washington,  says  voli 
teers  will  follow  the  t(l 
with  the  aim  of  collect! 
a  milUon  signatiu'es  endd 
ing  a  Powell  President 
bid.  "This  gives  us  the 
petus  we  need,"  he  says| 
AGENDA  BENDER?  But  S 
eral  Powell  associates 
they  don't  believe  the 
tired  general  has  the  1 
for  public  office  needed 
survive  a  grueling  Pre  tV; 
dential  bid.  Other-s  spei 
late  that  his  most  din 
route  to  the  White  Hou 
as  a  Vice-Presidential  can  ' 
date  with  GOP  fi'ont-runr  'ei' 
Bob  Dole  (R-Kan.),  is  out  of  the  qu 
tion.  "Let's  face  it:  He'd  be  signing  oi 
someone  else's  agenda  foi'  four  year 
says  Retired  Admiral  David  E.  Jerer  i 
ah,  who  served  with  Powell  as  yU\,. 
chairman  of  the  Joint  Chiefs  of  St£ 
J.  Bruce  Llewellyn,  chairman  of  t 
Philadelphia  Coca-Cola  Bottling  Co.,  a  P 
Powell's  cousin,  agi-ees:  "I  don't  thi  a 
he'd  do  it." 

Will  he  or  won't  he'?  Only  PowJ, 
knows  for  sure.  But  with  millions 
stake.  Random  House  isn't  about  to  )l 
veal  the  ending  early.  The  intrigue  |j) 
the  best  marketing  tool  it's  got. 

By  Mary  Beth  Regj^ 
in  Washingm 
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INTRODUCING  THE  FI 

THE  PENTIUM  PROCESSOR'S  FULL  POTENTIAL. 


v'iii'n  the  rush  was  on  to  introduce  a  notebook 
.  It  li  a  Pentium®  processor,  Texas  Instruments 
1(1  something  extraordinary. 

We  created  the  notebook  that  maximizes 
'ciitium  performance  by  integratmg 
'///  PCI  bus  architecture  into  our 
)uvelMate'"5000. 

In  fact,  the  performance  of  the 
YavelMate  5000  impressed  the  edi- 
01  s  of  PC  Magazine  so  much,  they 
;ave  it  the  Editors'  Choice  award  for  best  full- 
eatured  notebook. 

So  now  you  have  a  notebook  vi\\hsmoother 
'ull-7notion  indeo  and  enhanced  3-D  graphics. 
n  addition,  we  designed  the  TravelMate  5000  to 
,ake  immediate  advantage  of  all  the  "plug  and 


RT 

play"  benefits  included  in  Windows®  95. 

We  added  a  second  lithium  ion  battery 
which,  working  with  our  advanced  power 
management  system,  yields  greater  than  5 
hours  of  battery  life  without  sacrific- 
ing size  or  weight,  or  eliminating  a 
floppy  drive. 

And  our  integrated  infrared  serial 
port  allows  for  wireless  connections 
with  other  notebooks  or  even  print- 
ers in  a  quick  and  easy  way. 

To  discover  the  extraordinary  capabilities  of 
the  TI  TYavelMate  5000  notebook  for  yourself,  call 
1-800-Tl-TEXAS  (e-mail:  2ti@msg.ti.com  or  on 
the  Internet:  http:/Avww.ti.comj.  And  start  doing 
extraordinary  things. 


Warranty  may  vary  from  country  to  country  Contac  t  your  local  TI  office  for  details  Batteries  and  options  are  covered  by  a  one  year  limited 
warranty-  TVavclMate  and  "Start  Doing  Extraordniary  Things"  are  trademarks  of  Texa.s  Instruments  Windows  is  a  registered  trademark  of 
Micrus(iftCnr|iora(ion  The  Intel  Inside  Inijn  anil  Pent'uin  are  re|iistered  Iradeniarks  of  Intel  Corpnrahun  *nepeniliii,^on  model  0  1995  TI 


75  MHz  Pentium  processor  with  PCI  Bus 

lOA"Actwe  Matriv  or  10-5"  Dual  Scan  ctKplays 

2MB  video  memory 

8MB  RAM,  expandable  to  32MB 

HW  milium  bytes  (=772MBJ  or  524  million 
bytes  MOOMBj  Hard  Disk  Drives* 

Multimedia  package:  Built-in  16-bit  sound, 
internal  speaker  and  dual  mode  microphone 

Tu'o  lithium  ion  battery  packs 

Serial  infrared  port  for  unreless  connectivity 


Texas 
Instruments 


COMMENTARY 

-  By  Joan  O'C.  Hamilton 

BIOTECH  STOCKS:  SO  SEXY-AND  SO  SCARY 


For  more  than  a  decade  now,  for- 
tunes have  been  made  riding  the 
huge  rallies  in  biotechnology 
stocks  that  have  routinely  followed 
the  industry's  periodic  dances 
on  the  edge  of  oblivion.  Here 
we  go  again. 

Biotech  stocks  are  up 
some  40%  since  late  May 
(chart).  The  rally  began,  as 
have  several  before  it,  with  a 
few  dollops  of  good  news:  In 
June,  a  drug  from  Cephalon 
Inc.  to  fight  the  neurological 
disorder  als  (Lou  Gehrig's 
disease)  showed  strong  results 
in  late-stage  clinical  trials, 
more  than  doubling 
Cephalon's  market  value. 
Also,  Amgen  Inc.'s  much 
ballyhooed  gene  that 
makes  fat  mice  skinny 
caught  the  public's 
imagination — despite 
the  lack  of  any  scien- 
tific data  showing  that 
it  Mall  work  in  people. 
Meanwhile,  regulators 
are  signaling  that 
they'll  make  biotech 
drug  approvals  somewhat 
easier. 

ANOTHER  FALL?  Investors, 
however,  would  do  well  to  cast  a 
wary  eye  on  this  rebound.  The  sci 
ence  in  most  companies  is  ex- 
tremely exciting — but  a  long  way 
from  making  the  leap  to  becoming 
consistent,  product-spawning  tech- 
nology. Plus,  the  industry  is  still  a 
bloated  mess.  The  hundreds  of  bio- 
tech companies  in  the  U.  S.  will  need 
far  too  much  capital  for  most  to 
survive  long-tem. 

In  short,  biotech  is  inevita 
bly  headed  for  another  fall. 
It's  just  a  question  of  when. 
Since  the  public-capi- 
tal spigot  ran  dry  in 
1993,  only  a  couple  of 
dozen  or  so  outfits 
have  folded,  merged, 
or  been  acquired.  A 
few  large  players 
have  placed  some  big 
bets — such  as  Glaxo 
Holdings  plc's  $533 
million  purchase  of 


Affymax  Research  Institute.  But 
most  big  drug  makers  haven't  gone 
on  the  shopping  spree  that  biotech 
investors  and  companies  were  antici- 
pating. Worse,  lots  of  new  com- 
panies are  entering  the  mar- 
ket. "This  is  not  a  rally  the 
value  players  are  generating," 
notes  Matthew  M.  Geller, 
an  analyst  at  Oppenheimer 
&  Co. 

In  fact,  investing  pros 
agree  that  the  rise  in 
share  prices  is  being 
fueled  largely  by 
momentum  inves- 
tors who  focus  on 
fast-grovdng  sectors 
of  the  market.  They 
fear  they  have 
topped  out  in 
high-tech  stocks 
and  are  cycling 
money  into  a  sec- 
tor they  perceive 
as  having  big-return 
potential.  Many  old  biotech  hands 
can  barely  hide  their  cynicism: 
"Fresh  meat,"  chortles  one  venture 
capitalist  about  the  new  players — 
quickly  adding:  "Oh,  God,  don't  quote 
me  on  that." 

The  market's  on-again,  off-again 
passion  for  biotech  is  under- 
standable: As  Amgen  has 
proven,  a  couple  of  home- 
run  drugs  can  be  a  license 
to  print  money.  Unfortu- 
nately, the  harsh  reality  is 
that  the  vast  majority  of 
)    seemingly  great  ideas  fail. 
Diseases  that  have  proven 
truly  intractable,  such  as  can- 
cer, are  terribly  complex. 
They  defy  magic-bullet 
cures — making  home  runs 
few  and  far  between. 


110- 


100- 


For  a  big  drug  company  vdth 
of  cash  and  resources,  succeeding 
with.  1  out  of  10  drugs  tested  on 
pie  is  good  enough.  But  in  the  bi 
tech  arena,  venture  capitalists  an 
entrepreneurs  typically  exploit  oi 
heated  capital  markets  and  turn 
ideas  for  drugs  into  10  separate 
panies.  Each  one  faces  nearly  im 
sible  odds. 

One  sure  sign  the  bull  run  ma 
ending  is  the  dozen  or  so  startuj 
that  have  launched  initial  public 
ferings.  "That's  going  to  hurt  th«  il- 
ly," predicts  Fidelity  Select  Biot' 
nology  Fimd  manager  Karen 
Firestone.  "You  don't  need  more 
companies,  and  you  don't  need  tl 
competing  with  existing  compan 
for  funds." 

"NEWS  FLOW."  Time  to  sell?  Ma; 
not  immediately.  Cynicism  isn't 
keeping  analysts  and  fund  manajs 
from  promoting  their  favorite  stBs. 
Protein  Design  Labs  Inc.  and  C' 
Therapeutics  Inc.  have  loyal  insi 
tional  fans  promoting  them  as 
"comeback"  stocks  after  bad  ne\ 
earlier  this  year  sent  those  stocl 
reeling.  The  newly  public  Sequa  is 
considered  sexy  because  it's  worpg 
in  the  hot  field  of  dna  analysis. 
Even  blue-ribbon  names  such  as 
Amgen,  Chiron,  and  Biogen  are 
trading  at  high  multiples  but  coi 
go  higher,  because  they  have  bri 
product  portfolios. 

Remarkably,  many  analysts  re 
more  on  "news  flow"  than  cash  i 
in  their  forecasts.  Their  rational 
Within  a  few  weeks,  Genzyme  C 
and  Chiron  wiW  release  word  on 
some  key  trials  are  going.  If  the 
even  incrementally  positive  new 
it's  likely  to  buoy  the  confidence 
rookie  investors  who  are  pourinj 
money  into  biotech. 

  Maybe.  But  if  h 

ry  is  a  guide,  it's 
a  matter  of  time  l 
fore  a  few  high-prpe 
flops  win  burst  th 
biotech  balloon.  Sc  n- 
vestor  beware. 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 


AUG.  29,  '95 


Hamilton  track 
biotechnology  fror 
San  Francisco. 
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t  s  make 
hings  better. 


Anyone  who  makes  anything  is  driven  by  a  common 
instinct. 

From  the  infant  attempting  its  first  scribble  to 
the  multinational  manufacturer. 
It  is  an  instinct  as  fundamental  as  taking  your 

Pl«         next  breath. 
•  It  is  taking  the  next  step  and  making  whatever  it 

is  you  are  making,  better. 
As  we  seek  to  understand,  we  create,  we  enhance,  we  progress. 
And  as  we  do  so,  we  make  the  world  a  better  place. 

Whether  we  are  infants  making  better  drawings,  scientists  making 
better  medicines,  governments  making  better  laws,  manufacturers 
making  better  products. 

All  are  making  someone  somewhere  somehow  happier. 

So,  when  people  say  "Let's  make  things  better",  they  speak  from  the  head. 

And  from  the  heart. 

We  at  Philips  will  strive  to  embrace  this  duality.  In  everything  we  do. 
in  all  our  dealings  with  our  customers,  our  suppliers,  our  shareholders  and 
all  who  share  our  planet. 

And  while  we've  long  been  known  for  making  better  things,  perhaps  from 
now  on  we'll  be  known  for  making  things  better.   ^ 


PHILIPS 


PHILIPS 
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MARKETING 


P&G  IS  STILL  HAVING 
A  DEVIL  OF  A  TIME 

The  rumors  of  satanism  persist 


It's  not  an  everyday  question  at  most 
companies:  Do  you  have  any  symbols 
of  ram's  hoiTis  on  your  products?  Yet 
that's  what  Procter  &  Gamble  Co.'s 
public-relations  staff  is  deahng  with 
these  days,  as  they  once  again  fight 
off  rumors  that  the  company  is 
somehow  linked  to  satanism.  A  Sa- 
tanic ram's-horn  symbol,  the  ru- 
mor goes,  will  soon  stait  appearing 
on  P&G  products,  bearing  the  dev- 
il's own  number,  666. 

For  P&G,  it's  the  rumor  that 
won't  go  away.  On  Aug.  28,  the 
company  sued  Randy  L.  Haugen, 
an  independent  Amway  Corp.  dis- 
tributor in  Ogden,  Utah,  charging 
that  he  and  unnamed  others  had 
made  false  and  defamatoiy  statements 
linking  the  company  to  satanism.  This  is 
the  sixth  suit  p&c  has  filed  involving  an 
Amway  distributor  and  the  15th  overall 
since  rumors  started  15  years  ago.  But 
even  if  p&g  wins  the  case,  as  it  has  be- 
fore, it's  not  likely  that  the  consumer- 
products  giant  will  stamp  out  the  rumor. 
ON  THE  HORN.  Still,  p&G  may  have  a 
smoking   gun   this   time.  Someone 
slipped  the  company  a  recording  that 
had  gone  out  over  an  Amway  voice- 
mail  system  available  to  independent 
distributors  who  choose  to  pay  for  ac- 
cess. As  reported  in  p&g's  suit,  the 
message  says  that  p&g's  president  ap- 
peared on  the  Phil  Donahue  Show  and 
"stated  that  a  large  portion  of  the 
profits  from  the  Procter  &  Gamble 
products  go  to  support  his  satanic 
church."  The  message  went  on  to  cite 
43  p&G  brands  by  name,  from  Crisco 
to  Oil  of  Olay,  as  well  as  the  by- 


now-famous  bit  about  the  ram's  horn. 

Procter  &  Gamble  is  clearly  unhappy 
with  competitor  Amway  Corp.,  the  Ada 
(Mich.)  company  that  sells  SA8  laundry 
detergent,  Glister  toothpaste,  and  other 
products  through  2  million  independent 
distributors.  Procter  pointedly  observes 
that  Haugen  is  a  high-ranking  distrib- 
utor. It  also  contends  Amway  hasn't 
done  enough  to  stop  the  inmors,  though 
P&G  has  so  far  sued  Amway  distrib- 
utors, not  the  $5.3  billion  privately  held 
company  itself. 

For  its  part,  Amway  responds  that  it 
"does  not  condone  the  spreading  of  false 
and  malicious  rumors  against  Procter 


&  Gamble."  An  Amway  spokeswoi 
says  that,  at  the  company's  requ 
Haugen  sent  out  a  retraction  over 
same  message  system  and  that  Am^ 
hasn't  heai'd  from  p&g  about  the  runr 
in  years.  Haugen  himself  wasn't  av 
able  for  comment. 

The  Haugen  suit  is  only  the  lat 
measure  Procter  has  taken  to  quell 
wild  stoiy  (table).  But  it's  a  tale — so: 
times  with  new  details — that  won't  I 
stake  be  driven  thi-ough  its  heart. 
May,  P&G  was  receiving  almost  200  o 
a  day  from  consumers  about  it,  thoi 
the  number  since  has  ebbed  to  7( 
.  100  after  P&G  tai'geted  mailings 
churches  and  media. 
Folklorists  say  the  affair's  j 
one  example  of  several  "contem 
rary  legends"  that  focus  on  bi 
ness.  Remember  the  one  about 
Donald's  selling  worms  in 
hambur'gers?  Or  the  rat  in  a  buc 
of  Kentucky  Fried  Chicken? 

Why  do  such  stories  crop 
University  of  Georgia  sociology  p 
fessor  Gary  Alan  Fine,  author 
recent  book  on  contemporary  legei^ 
notes  that  many  Americans  have 
mistnisted  large  companies,  whose 
ner  workings  are  mysterious  to  th( 
Adds  Bill  Ellis,  associate  professor 
American  Studies  at  Penn  State 
versity  at  Hazleton:  "There's  an  imp 
it  belief  that  for  anyone  to  become  re 
ly  economically  powerful,  there  mi 
be  some  implicit  deal  with  the  forces 
evil." 

And  as  Jan  Hai'old  Bnmvand,  a  loi 
time  follower  of  contemporary  lege; 
and  a  professor  at  the  University 
Utah,  points  out,  Satan  worship  at 
doesn't  sound  any  wackier  than  much 
the  stuff  on  TV  talk  shows.  It's  also 
more  durable  than  the  rumor 
known  as  "the  Kmart  snake,"  about 
shopper  who  reaches  inside  a  rolled 
oriental  nag  and  is  bitten  by  a  cob: 
Unfortunately  for  p&g,  such  tales  jij 
don't  seem  to  die. 

By  Zachary  Schiller  in  Clevelm 
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A  FIENDISH 
HISTORY 

Mass  marketer  | 
Procter  &  Gambl^ 
has  been  caught 
up  in  the  longest 
exorcism 

on  record  i 


1980  Rumors  swirl  that  P&G  is  secretly 
controlled  by  cult  leader  Reverend  Sun 
Myung  Moon.  Other  murmurs  link  P&G's 
moon-and-stars  trademark  to  witchcraft. 
P&G  issues  denials. 

1982  P&G  sues  six  individuals,  including  an 
Amway  distributor,  to  quash  rumors  that  an 
executive  confirmed  the  company's  satanic 
ties  on  a  TV  talk  show. 

1985  Additional  lawsuits;  the  company 


decides  to  pull  its  trademark  from  products. 

1990  P&G  sues  a  Kansas  couple,  both  Am- 
way distributors,  for  spreading  miore  satanic 
rumors.  It  later  wins  a  $75,000  judgment  in 
the  case. 

1991  P&G  eliminates  from  its  trademark 
elements  rumored  to  represent  the  satanic 
number  666. 

1995  P&G  sues  Amway  distributor  Randy 
Haugen. 
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It's  your  job  to  make  good  business 
decisions.  But  getting  your  hands  on 
the  information  you  need  to  make 
them  can  be  a  job  in  itself. 

SAS  Institute  can  help. 

How?Tlirough  a  suite  of  modular, 
integrated  software  tools  designed  to 
turn  corporate  data  assets  into  useful 
business  information. 

The  SAS '  System  provides  literally 
hundreds  of  ways  to  meet  your  strategic 
decision  support  needs... from  the 
Executive  suite  to  the  warehouse 
floor.  Tools  for  forecasting,  fmancial 
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analysis,  quahty  improvement,  report 
writing,  market  research,  presentation 
graphics,  project  management. ..just  to 
name  a  few. 

And  SAS  Institute's  commitment  to 
training,  consultnig,  and  teclinical 
assistance  assures  that  you'll  never 
get  lost  along  the  way 

See  for  yourself  why  more  than  tliree 
million  decision  makers  now  rely  on 
software  from  SAS  Institute. We've  pre- 
pared an  idea-filled  Executive  Summary 
that's  yours  free  for  the  asking. 
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lARVARD  HONCHOS  Handicapping  the  top  contenders  for  B-school  dean 


,  KIM  CLARK 

lighly  respected 
cademic  chairs 
jchnology  and 
perations 
acuity.  Lacks 
dministrative 
xperience 

)DDS:  3-1 


^ADEMIA 


▼  LEONARD 
SCHLESINGER 

Senior  associate 
dean  is  leading 
a  major  review 
of  the  school's 
curriculum. 
A  risk-taker 

ODDS:  5-1 


A  JOHN 
CLARKESON 

Led  Boston  Con- 
suiting  Group 
through  rapid 
growth  and 
rejuvenation.  The 
leading  outsider 

ODDS:  8-1 


TMITT  ROMNEY 

Ran  unsuccess- 
fully for  U.S. 
Senate.  Boasts 
solid  business 
credentials  but 
may  be  deemed 
too  political 

ODDS:  15-1 


▲  P.  ROY 
VAGELOS 


Former  Merck 
chairman  is 
winning  support 
among  alumni. 
Major  drawback: 
his  age,  55 

ODDS:  25-1 


N  THE  A-LIST 

T  HARVARD  B-SCHOOL 

le  search  for  a  dean  is  nearing  resolution.  An  insider  is  likely 


When  Harvard  business  school's 
first-year  mbas  begin  the  school 
year  Sept.  7,  they  will  be  greet- 
!  by  a  familiar  face.  John  H.  McAr- 
or,  who  last  March  announced  his  in- 
ition  to  leave  after  15  years  as  dean, 
d  hoped  to  be  out  of  a  job  by  now. 
stead,  he  will  address  students  before 
ey  set  off  for  classes. 
It  probably  vidll  be  one  of  his  last 
icial  duties.  By  September's  end,  Har- 
rd  University  President  Neil  L.  Ru- 
nstine  is  expected  to  name  Mc- 
•thur's  successor  Since  March,  faculty 
d  alumni  search  committees  have  con- 
lered  a  wide  range  of  candidates  to 
ad  the  world's  richest  and  most  pow- 
ful  business  school.  Now,  Rudenstine 
s  narrowed  the  search  to  a  handful  of 
lalists  from  more  than  a  hundred  ear- 
nominees,  according  to  insiders. 
tIMSON  TIES.  A  university  spokesman 
ys  Rudenstine  hasn't  picked  the  win- 
T.  But  the  odds-on  favorite,  according 
faculty  members  and  administrators, 
Kim  B.  Clark,  a  low-profile  professor 
technology  and  operations  who  has 
on  broad  support  among  faculty  and 
umni.  Clark,  46,  is  Harvard  bom  and 


bred,  having  won  his  bachelor's,  mas- 
ter's, and  doctorate  degrees  in  econom- 
ics there  before  joining  the  business 
school  faculty  in  1978.  He  is  widely  re- 
spected for  his  scholarship — considered 
a  key  criterion  by  faculty  members — 
and  is  viewed  as  a  potentially  articulate 
spokesman  for  the  school. 

Clark,  who  wouldn't  comment,  has 
little  administrative  experience,  though 
he  has  been  chairman  of  his  depart- 
ment since  1990.  That  leaves  the  door 
open  to  several  other  insider  contend- 
ers: Leonard  A.  Schlesinger,  43,  a  dy- 
namic senior  associate  dean  who  is 
leading  the  school's  cunnculum  changes; 
Jay  0.  Light,  a  popular  finance  profes- 
sor and  former  senior  administrator 
who  has  long  been  considered  a  pos- 
sible successor;  and  two  of  Clark's  col- 
leagues in  the  technology-and-opera- 
tions  area,  Robert  H.  Hayes,  59,  and 
Steven  C.  Wheelwright,  51. 

Schlesinger,  the  favorite  among  facul- 
ty members  who  support  major  chang- 
es at  the  school,  took  his  name  out  of 
consideration  for  the  deanship  at  Dart- 
mouth College's  Amos  Tuck  School  of 
Business  shortly  before  McArthur  an- 


nounced his  plan  to 
quit.  Schlesinger 
would  bring  to  the 
job  an  unusual  real- 
world  credential, 
having  been  chief 
operating  officer  of 
the  Au  Bon  Pain  Co. 
bakery-cafe  chain  for 
three  years  during 
the  1980s.  Light,  a 
thoughtful  and  can- 
did professor  consid- 
ered to  be  an  imlike- 
ly  agent  for  change, 
has  won  favor  from 
other  faculty  who 
prefer  to  retain  the 
status  quo.  Schle- 
singer and  Light 
wouldn't  comment. 
"AMAZED."  At  the 
same  time,  however, 
the  search  for  a  new 
dean  has  also  pro- 
duced an  unusual  list 
of  outside  contenders,  all  thought  to 
be  long  shots.  Sources  say  Rudenstine 
has  considered  such  external  candidates 
as  John  Clarkeson,  president  and  chief 
executive  of  Boston  Consulting  Group 
Inc.;  W.  Mitt  Romney,  ceo  of  Bain  Cap- 
ital Inc.  and  an  unsuccessful  candidate 
for  the  U.  S.  Senate;  Laura  D'Andrea 
Tyson,  a  University  of  California  at 
Berkeley  economist  who  chairs  the 
White  House's  National  Economic 
Council;  and  even  P.  Roy  Vagelos,  65, 
former  chairman  of  Merck  &  Co. 

Romney,  a  member  of  the  Visiting 
Committee  that  assesses  the  B-school 
every  three  years,  says  he  hasn't  been 
interviewed  for  the  job.  "The  school 
may  be  considering  me,  but  in  my 
view,  it  seems  that  the  short  list  should 
be  exclusively  composed  of  internal 
candidates,"  he  says.  "I  would  be 
amazed  if  the  new  dean  was  not  an  in- 
sider" Tyson  says  she  hasn't  been  ap- 
proached, and  Clarkeson  dechned  com- 
ment. Vagelos  couldn't  be  reached. 

Whoever  gets  the  job  won't  have  a 
Cakewalk.  The  new  dean  will  inherit  a 
financially  secure  enterprise  but  one 
considered  to  be  drifting  academically, 
filled  with  huge,  often  warring  egos. 
Any  candidate  will  have  to  lead  an 
overhaul  of  the  school's  mba  program, 
rejuvenate  the  antiquated  executive- 
education  offerings,  and  squeeze  more 
revenues  out  of  Harvard's  considerable 
publishing  operations.  All  that,  plus 
glad-handing  the  students  each  fall. 

By  Lori  Bongiorno  and  John  A. 
Byrne  in  New  York,  with  Mark 
Maremont  in  Boston 
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THERE'S  COLD  IN  THOSE 
HILLS  OF  SODA  BOHLES'^^p 

Buyers  of  used  plastic  just  can't  get  enough        .  ^  •': 


The  next  time  you  cli-ain  that  two-liter 
Coke  or  a  big  Gatorade,  don't  toss 
the  empty  in  the  trash.  Yes,  it  clogs 
landfills.  But  these  days,  "the  diily  plas- 
tic bottle  is  worth  a  lot  of  money,"  says 
James  F.  Maitin,  chief  executive  of  recy- 
cler  Martin  Color-Fi  Inc. 

Martin  ought  to  know.  His  Edgefield 
(S.  C.)  company,  like  recyclers  across  the 
nation,  is  paying  top  dollar  for  all  the 
discards  it  can  find.  Demand  for  poly- 
ethylene-terephthalate  (PET)  containers, 
which  make  up  95%  of  all  plastic  bot- 
tles, is  growing  by  21%  a  year,  and  pric- 
es have  more  than  tripled  since  last  No- 
vember It's  all  part  of  a  chain  of  events 
involving  everything  fi'om  blue  jeans  to 
European  food  packages. 

The  fi'enzy  in  pet  piices  is  largely  be- 
cause of  rising  cotton  prices,  which  has 
driven  foreign  manufacturer's  to  cheaper 
cotton  substitutes.  Early  tliis  year,  poor 
cotton  crops  in  China,  Pakistan,  and  In- 
dia tightened  worldwide  supplies  of  the 
natural  fiber,  driving  U.  S.  cotton  prices 
in  May  to  $1.15  a  pound.  Even  at  80^  a 
pound  recently,  it's  still  33%  costlier  than 
a  year-  ago. 

SQUEEZED.  In  response  to  the  runup, 
Asian  mills  hiked  their  ase  of  synthetic  fi- 
ber's, especially  polyester-  That  intensified 
shortages  in  the  wor-ld  mar-ket  for-  vir-gin 
polyester- — alr-eady  in  scant  supply  be- 
cause of  a  dearth  of  the  chemical  raw 
material  needed  to  make  pet.  pet  itself 
can  be  made  into  polyester  fibers  and 
resins.  U.  S.  virgin-polyester  prices 
spiked  25%  in  the  past  12  months. 

The  phenomenon  had  two  immediate 
effects.  Fir-st,  it  squeezed  appar-el  maker-s. 
Dallas-based  Haggar  Corp.  says  higher 
cotton  and  polyester-  pr-ices  have  pushed 
its  fabric  costs  up  about  5%  this  year 


over-  last,  r-esulting  in  added  costs  of  25(^ 
to  30^  a  garment.  Haggar  President 
Frank  D.  Br-acken  says  the  company  has 
been  able  to  pass  along  only  about  2%  of 
those  costs  to  r-etailer-s.  Fort  Worth-based 
Williamson-Dickie  Manufactm-ing  Co.  says 
retail  pr-ices  of  its  jeans  have  jumped  an 
average  of  $2  as  a  r-esult. 

Tlie  polyester  pinch  also  ch'ove  textile 
pr-oducer-s  into  America's  used-PET-bot- 
tle  mar-ket,  wher-e  r-ecycled  containers 
are  used  to  make  polyester  fibers  that 
are  then  spun  into  ever-ything  from 
sweaters  to  upholster-y.  As  a  r-esult,  bot- 
tle prices  shot  from  as 
low  as  10c  a  pound  a 
year  ago  to  as  much  as 
40c  last  spr-ing,  says  Clif- 
for-d  J.  Chr-istenson,  coo 
of  Wellman  Inc.,  the 
countr-y's  largest  plastics 
recycler-. 

PET-bottle  pr-ices  have 
since  settled  back  to 
around  30?  a  pound  as 
textile  manufacturers  cut 
back  on  pur-chases  in  an- 
ticipation of  new  polyes- 
ter capacity  coming  on 
Line  by  year-end.  Still,  de- 
mand for  discards  isn't 
expected  to  wither  soon. 
In  recent  years,  pet  has 
grabbed  an  increasing 
share  of  the  food-packag- 
ing market  from  glass 
and  aluminum  cans,  par-- 
ticular-ly  in  Eur-ope.  Well- 
man  execs  estimate  that 
by  1999,  pet  bottle 
use  in  the  U.  S.  will  r-each 
3.4  billion  pounds,  an  in- 
crease of  62%  over  1995. 


PLASTIC  PROBLEM 


Cotton  prices 
have  risen 
33%  in  a 
year... 


...Causing  shirtnnakers 
to  use 
more 
polyester 
in  their 
blends... 


...Causing  a 
threefold  rise 
in  the  price  of 
recycled  plastic 
bottles  used  in 
polyester  to 
30eper  lb. 
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NEW  LIVES:  Over  50%  of  bottle, 
that  could  he  recycled  aren  't 

In  anticipation  of  incr-eased  c- 
mand,  r-ecyclers  ar-e  boosting  (• 
pacity.  Wellman,  based  in  Shi-ev- 
luir-y,  N.J.,  is  adding  600  millii 
l)ounds  a  year  to  bring  total  cap;, 
ity  to  moi-e  than  1  billion  pounds 
year  by  the  end  of  1998.  Marl 
( 'Olor-Fi  is  boosting  capacity  1 
17%',  to  175  million  pounds,  by  t 
end  of  1996. 

WASTED  WASTE.  For-  now,  all  th 
new  ca{)acity  is  going  mostly  u 
used,  since  recycler-s  can't  g 
their-  hands  on  enough  bottles.  .)< 
i-y  Powell,  editor  of  trade  journ 
Resource  Recycling,  figiu-es  abo 
half  of  the  industr-y's  existing  1 
billion  poimds  of  recycling  capaci 
sits  idle. 

That's  because  more  than  ht 
of  the  container-s  still  go  straight  in 
landfills  or  incinerators,  says  Luke  1 
Schmidt,  pr-esident  of  the  National  Ass 
ciation  for  Plastic  Container  Recover 
a  group  of  pet  container  recyclers.  La; 
year,  he  says,  565  million  pounds  of  vi 
plastic  containers  were  recycled.  "Bi 
the  mar-ket  demand  was  800  millio 
poimds.  We  simply  ar-e  not  doing  enoug 
recycling  to  fill  the  demand,"  he  says. 

Schmidt  and  others  hope  the  r-ecer 
runup  in  jw-ices  for-  used  PET  bottles  wi 
help  the  recycling  effort  by  boostin 
cur-bside  collection  progi-ams  thr-oughi  )i 
the  countr-y.  "We'r-e  pa) 
ing  more  money  [for  use 
PET  bottles],  so  cities  an 
states  should  r-ealize  tha 
cur-bside  collections  coult 
be  ver-y  profitable  fo 
them,"  says  Martin  Color 
Fi's  Martin. 

Some  have.  Portlant 
Or-e.,  expanded  curbsid 
collection  of  all  plasti 
containers  in  July,  ii 
lar-ge  part  because  a  nev 
sorting  facility  makes  col 
lection  mor-e  feasible.  Bu 
Br'uce  Walker,  Portland';, 
r-ecycling-program  man! 
ager,  concedes  that  escai 
lating  PET  pr-ices  is  "pan, 
of  the  equation."  Port! 
land's  recycling  effort, 
br-ings  in  pr'ofits  of  abou)| 
$160,000  annually.  Ever! 
if  such  fortune  lasts  onlj| 
imtil  the  next  decent  cot  ! 
ton  harvest,  it's  not  bad| 
for  a  pile  of  dirty  plastic! 

By  Stephanie  Ander- 
son Forest  in  Dallas  i 
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c)  the  computer  within  the  Lexus  ES  300,  a  discussion  about  the  weather 
is  anything  but  idle  chit-chat.  After  all,  by  monitoring  the  temperature 


and  barometric  pressure,  it  can  tell  the  engine  the  optimal  air-fuel  mixture  and 


The  Engine  And  Transmission  Ai'e  Constantly  Talking. 
As  Always,Weatlier  Is  A  Popiilai'  Topic. 

ignition  timing.  To  make  sure  this  timing  is  as  precise  as  possible,  the  compu- 
ter also  listens  to  input  from  the  transmission.  This  communication  translates 
into  smooth  acceleration  as  well  as  nearly  imperceptible  gear  shifts.  And, 
despite  the  constant  banter,  an  exceedingly  quiet  ride.  To  learn  more,  please  call 
800-USA-LEXUS.  We'll  put  you  in  touch  with  a  dealer  who  wiU  be  more  than 
happy  to  have  a  conversation  on  the  subject.  C7^^ 

^  The  Relentless  PmuUfJfferfectuM. 


'?)/905  Uxm.  4  Dmsum  OfVnola  Malnr  Snle^.  L'.S.A..  Inc.  leM,-  rmiwh  inu     urnr  ^mlhAt^  md  r.^ci  all  '.pffH  /n«  >.  /v.r  ihf  drain  nmre^l  you.  call  800-872-5398. 


In  Business  This  Week 
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LEBOW  COULD  TAKE 
A  PUFF  OF  RJR 

LAST    WE    SAW,  FINANCIER 

Bennett  LeBow's  New  Val- 
ley was  emerging  from  bank- 
ruptcy protection  last  Janu- 
ary, shorn  of  its  Western 
Union  money-transfer  busi- 
ness but  still  with  $300  mil- 
lion in  cash  at  the  bank. 
Now,  LeBow,  a  man  with 
some  money  to  spend,  is 
back  to  do  some  business:  On 
Aug.  29,  RJR  Nabisco  dis- 
closed that  New  Valley  had 
received  approval  from  the 
Federal  Trade  Commission 
to  buy  up  as  much  as  15% 
of  rjr's  stock.  Analysts  say 
that  LeBow  is  pressuring 
RJR  to  spin  off  its  tobacco 
operations  or  buy  out  his 
Liggett  unit,  a  producer  of 
cheap  cigarettes. 


CLOSING  BELL 


DOLL-DRUMS 

"Hopes  and  dreams,"  one  an- 
alyst called  LL  Knickerbock- 
er, which  shot  from  5  a  share 
to  48  in  six  weeks  (BW-Sept. 
4).  Sure  enough,  Knickerbock- 
er stock  tumbled  to  23>(  by 
Aug.  29.  The  next  day,  though, 
it  soared  back  to  32!^.  A  surge 
in  sales  of  the  company's  tv- 
pitched  Marie  Osmond  dolls? 
More  likely,  say  some  Wall 
Streeters,  the  surge  was 
fueled  by  anticipation  of  a  5- 
for-1  split.  CEO  Louis  Knicker- 
bocker says  the  roller-coaster 
ride  "has  nothing  to  do  with 
fundamental  issues.  The 
company  is  very  strong." 

50  ^ 

20  KNICKERBOCKER 

STOCK  PRICE 
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AUG.  30 


JULY  31 
A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


AN  IPO  FOR 
EQUITABLE'S  DLJ 

SOME  300  TOP  EMPLOYEES  AT 

Donaldson,  Lufkin  &  Jenrette 
Secuiities  suddenly  feel  pret- 
ty good  about  their  jobs.  Eq- 
uitable Cos.  announced  on 
Aug.  29  it  would  spin  off  at 
least  20%  of  DU,  its  broker- 
age unit.  Good  for  Equitable: 
It  has  been  trying  to  shed 
DU  and  its  volatile  earnings 
for  two  years,  and  the  IPO  is 
apt  to  raise  $260  miUion.  du 
officers,  meanwhile,  can 
choose  to  invest  as  much  as 
$100  milHon  of  long-term  in- 
centives in  DU  units — at  an 
anticipated  discount  of  33%. 

IBM  MAY  PULL  THE 
PLUG  ON  POWERPC 

AFTER  TWO  YEARS  OF  BUN- 

gUng,  sales  of  PowerPC  com- 
puters are  below  IBM's  modest 
hopes.  That's  why — in  the 
next  few  weeks,  insiders 
say — IBM  wiW  decide  whether 
to  pull  the  plug  on  its  Power 
Personal  Systems  Division, 
which  makes  PowerPC,  fold- 
ing its  products  and  develop- 
ment efforts  into  IBM  PC  Co. 
or  another  unit. 


SAYITAIN7S0, 
SAN  FRANCISCO 

SPORTS  FANS,  PREPARE  ONCE 

more  to  be  outraged:  San 
Francisco's  windswept  Can- 
dlestick Park,  home  to  base- 
ball's Giants  and  football's 
49ers,  appears  set  to  become 
3Com  Park.  That's  3Com,  as 


HEADLINER:  PHANTASMAGORIA 


YOU  CALL  THIS  GROWING  UP? 


In  the  shadows  of  a  huge 
mansion,  a  demon  has  en- 
tered Don's  body.  Don, 
understandably  upset, 
plots  to  kill  his  wife, 
Adrienne.  She 
plots  to  avoid 
being  killed. 
Murder,  rape, 
and  blood  en- 
sue. There  is  no 
happy  ending. 

You  now  know 
all  you  need  to  about 
Phantasmagoria,  a  live-ac- 
tion CD-ROM  game  from 
Sierra  On-Line.  The  $69.95 
exercise  in  horror  appeared 
on  Aug.  24  and  is  selling 
briskly  at  Egghead  Soft- 
ware and  Computer  City 
outlets.  But  not  at  Comp- 
USA. The  No.  1  computer 
retailer,  apparently  expect- 
ing outrage,  won't  stock  it. 


"Software  comes  out  all 
the  time.  Some  we  buy; 
some  we  don't,"  the  comp 
ny  said  in  a  statement.) 
Not  all  software 
is  so  gory,  thoug 

or  so . . .  real. 
,  Sierra's  technd 
ogy  puts  actoij 
in  a  3-D  work 
creating  some 
formidable  spe-| 
cial  effects.  "It's 
time  to  let  compute! 
games  gi'ow  up  and  enter 
the  adult  world,"  says  Ro 
berta  Williams,  Sierra  On- 
Line's  co-founder.  Phantas 
magoria's  mature  rating  is 
displayed  on  the  box,  and 
password  option  lets  par- 
ents limit  what  their  kids 
see.  But  odds  are  the  kids 
will  figure  it  out  anyway. 
By  Seanna  Browd 


in  the  Silicon  Valley  maker  of 
networking  gear.  3Com  is 
ready  to  pay  up  to  $2  miUion 
a  year  to  help  finance  $25  mil- 
lion in  renovations  the  36- 
year-old  stadium  needs  to 
host  pro  football's  1999  Super 
Bowl.  The  company  hopes  for 
increased  recognition  among 
consumers,  who  are  increas- 
ingly driving  PC  sales. 

GUTS' AND  PASSION' 
INACFO  

AS  WAL-MART  STORES  NEARS 

a  staggering  $100  billion  in 


CANDLESTICK:  oCotn  wants  to  be  the  auyel  in  the  outfield 


sales,  it's  looking  beyond  Bi^ 
tonville.  Ark.,  for  top  taldti 
The  newest  recruit:  Ip 
Franklin  Retail  Stores  Prct 
dent  John  Menzer,  who  ^ll 
join  the  world's  biggest  retl- 
er  as  chief  financial  officr. 
With  Menzer,  44,  Wal-Mi 
gets  "a  CFO  that  really  lis 
the  guts  of  a  retailer  anc  a 
real  passion  for  the  busine; ' 
says  consultant  Buil  FUcki : 
er  III.  Menzer  streamhrtl 
Ben  Franklin's  operations,  (- 
tomated  warehouses,  and  i- 
cused  on  craft  superstores. 

ETCETERA... 

■  L'Oreal  will  pay  $1.4  n- 
lion  to  settle  charges  thalt 
joined  a  boycott  of  Israel. 

■  Boston  Scientific  will  :- 
quire  Heart  Technology  i' 
stock  worth  $500  million. 

■  Lockheed  Martin  will  i- 
quire  1,400  top  employees! 
buy  company  shares. 

■  AST  Research  won  apprt- 
al  to  settle  shareholder  sus 
with  a  $12.5  million  payme  . 
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tlii?  "blie  comfort 


eve 


of  you 


m 


rice 


Utel? 


Do  tkeir  rooms  kave  all  tke  ckarm  of 
a  Monk's  cell?  Is  tkeir  idea  oi  room  service 
a  kot  line  to  tke  local  pizza  parlor? 

To  give  you  a  room  rate  tkat  meets 
your  kudget  do  tkey  ask  you  to  "sacrifice, 
sacrifice,  sacrifice?" 

Four  Points  Hotels  ky  ITT  Skeraton 
doesn't  ask  you  to  give  up  comfort  for 
price.  (Tke  Monks  kave  ckosen  self  denial, 
Lut  a  kotel  skouldn't  expect  you  to  do  tke 
same.) 

We  give  you  tke  convenience  of 
room  service  and  laundry  service,  and  a 
tkree-meal  restaurant  ri^kt  on  tke 


of  course,  we  will  also  give  you 
convenient  access  to  fax  mackines,  copiers 
and  spacious  meeting  rooms,  as  well  as  a 
free  weekday  newspaper  delivered  rigkt  to 
your  door. 

You  not  only  get  a  place  to  work  in, 
you  also  get  a  place  to  work  out.  Every 
Four  Points  Hotel  koasts  a  well  appointed 
fitness  room. 

It's  all  part  of  our  unique  Four 
Points  Hotels  pkilosopky,  from  wkicli  we 
take  our  name,  and  on  wkick  we  stake 
our  reputation: 


•An  E  xperience  d  Host, 
premises.  -Tke  S  ervices  You  Need. 

You  work  kard,  so  we've  ^^KSkS^  •  Exceptional  Care, 

made  it  easier  for  you  to  work.  •Price  Witkout  Sacrifice. 

Tkat  means  a  desk  in  every  -w— i  -pw     •      J  Call  your  travel  agent,  or  call 

room,  a  pkone  witk  an  extra       £  OllF  1  OlIllS  800-325-3535. 
long  cord,  and  a  kook  up  hotels  Tke  experience  will  convert 

for  your  computer. 


B 


ecdus-e 


You  D 


'e^erve 


you. 

"fetter 


T 


I 


I 


You're  on  the  road.  With  a  chent. 

■  ^.  ■         ..-^  .,   .  'v 

You  need  to  locate  a  bottle  designl^ 
HQ's  database  has  40,000  bottles. 


Perfect. 


The  human  mind  has  the  ability  to  recall 
Formation  visually.  But  can  a  client/ server 
tabase  advance  that  far? 

Well,  IBM's  exclusive  Query  By  Image 
intent  (QBIC)  technology  for  DB2 "  should 
len  your  eyes.  It  actually  lets  you  locate  a 
nge  of  records  based  on  shape.  Or  color, 
r  even  texture. 

;  hich  means  faster  C  a  n  your  soft 
cess  to  the  data 

1  u  need— including  multimedia— to  make  better 
isiness  decisions. 

Not  that  such  advances  should  surprise 
•u.  IBM  has  led  the  way  in  databases  as  long 
there  have  been  databases.  (Indeed,  DB2  is 
work  in  over  90%  of  the  FORTUNE  500^) 

DB2  has  a  history  of  offering 
leful  innovations  for  information 
anagement— with  tools  that  let 
)u  do  everything  from  managing 
mr  database  remotely  to  setting 


up  a  database  to  exist  in  several  places  at  once. 
And  while  DB2  stands  out  from  other  data- 
bases, we  designed  it  to  fit  very  comfortably 
into  any  business  environment. 

DB2  meets  open  industry  standards,  so  it 
will  run  on  many  popular  systems.  And  it's 
been  engineered  so  your  database  will  deliver 

both  speed  and 
w  are    do    this?       efficiency  from 

any  size  server. 
From  two  users  to  more  than  100,000.  From 
megabytes  of  information  to  terabytes. 

To  make  your  business  information  more 
accessible,  just  contact  us  at  1  800  IBM-3333, 
ext.  GA  060,  or  come  visit  our  web  site  at 
http://www.software.ibm.com.  You'll  find  out 
why,  for  so  many  companies,  DB2 
is  the  shape  of  things  to  come. 


Solutions  for  a  small  planet 


inaba,  please  call  1 800  565-SW4U  Outside  North  America,  please  contact  yout  local  IBM  office  Ttie  IBM  home  page  is  located  at  tittp  //www  ibm  com  IBM  and  DB2  are  registered  trademarks  and  Solutions  for  a  small  planet  is  a  trademark  of  the  International  Business 
times  Corporation  All  ottier  company  and/or  product  names  are  tiademarlts  or  registered  trademar1(s  of  their  respective  companies  ©  f995  IBM  Corporation  All  nghts  reserved  Ttiree  green  tiotties  designed  by  Jasper  Mornson 


Apology 
accepted. 

The  ABC  television  networi<  has  issued  the  following  corrertion  and  apology  to  Philip  Morris 
concerning  last  year's  DayOne  broadcasts,  which  alleged  that  tobacco  companies  are  "spiking"  their  cigarettes 
with  significant  amounts  of  nicotine  from  outside  sources: 


,ROAOCAST.NG  COMPANIES,  INC. 


AMERICAN  Bl 


corrections  «nere  they  are 
V,    oolicy  of  ABC  News  to  CO 
is  the  polxcy  >^  aired 

;r«fadlc^ing"  B^oHers. 


;rraadtc;ing"  B^oners. 
the  course  °«  ^"„"tes8  nicotine  than 

speaX  elsewhere.  defamation 

issue  resolvea  aiacontinue  the  a 

.     „«,ris  have  agreed  to  a 
and  Philip  Morrxs  ha 
action. 


.  .nn9-l  212  456-1777 
c      ,  N.«»''<..l.N..~V<.,k  10023 


Philip  Morris  accepts  ABC's  apology,  which  was  read  recently  on  the  ABC  television  network. 

As  lor  the  group  of  people  who  eagerly  embraced  the  "spiking"  allegation  to  serve  their  ongoing  crusade 
against  the  tobacco  industry — we  stand  ready  to  accept  their  apologies  as  well. 

The  tobacco  industry  is  subjea  to  relentless  attacks.  And  our  responses  to  accusations  like  "spiking"  are 
often  disregarded  by  the  media  and  our  critics.  Here's  all  we  ask:  When  charges  are  leveled  against  us,  don't 
take  them  at  face  value.  Instead,  consider  the  information  we  provide,  and  then — ^just  as  importantly — 
subject  the  charges  themselves  to  the  scrutiny  and  skepticism  they  deserve.  Fairness  and  a  sincere  interest  in 
the  truth  demand  no  less. 


PHILIP  MORRIS  COMPANIES  INC. 


Washington  Outlook 


TED  BY  OWEN  ULLMANN 


HE  HILL  IS  TAKING  AN  AX 
0  THE  TAXMAN 


there  was  one  bureaucracy  that  could  always  hold  its  own 
1  Washington's  budget  wars,  it  was  the  Internal  Revenue 
lervice.  The  tax  collectors  offered  Congress  a  deal  it 
Idn't  refuse:  Give  us  more  money,  and  we'll  squeeze  $3  out 
ax  scofflaws  for  every  $1  we  spend.  Lavnnakers,  eager  to 
.e  cash  without  hiking  taxes,  have  poui'ed  $750  million 
I  tougher  enforcement  since  1990. 

Suddenly,  that  charmed  hfe  is  ending.  After  Labor  Day, 
igress  will  take  an  ax  to  the  agency's  1996  budget.  Why 
about-face?  All  those  years  of  stepped-up  auditing  didn't 
ver  the  promised  cash.  Instead,  they  fueled  the  pubhc's 
<f  with  a  bureaucracy  that  symbolizes 
intrusiveness  of  Big  Brother  It's  not 
,  the  antigovemment  crowd  that's  lead- 
the  assault.  Moderate  Republicans — 
.  some  Democrats — are  fed  up  with  an 
ncy  that  can't  keep  its  own  records 
light  and  doesn't  answer  the  phone  for 
)-thirds  of  taxpayers  who  call  foi"  help. 
\NKY  CUSTOMERS.  Budget  cuts  may 
the  least  of  the  iRS's  worries.  GOP  tax 
Drmers  are  intent  on  gutting  the  $8 

I  ion,  112,000-employee  agency.  Flat-tax 

i  ns  would  wipe  out  the  jobs  of  thou- 

I  .ds  of  auditors  and  regulation  writers, 
d  even  before  the  tax-reform  debate  that's  expected  to 

I  ch  full  steam  in  1997,  Senator  Bob  KeiTey  (D-Neb.)  is 
;hing  the  radical  notion  of  privatizing  tax  collections.  "We 
'e  to  come  to  grips  vdth  an  agency  that  does  not  have  the 
sntives  to  make  its  customers  happy,"  Kerrey  declares, 
^'or  now,  the  fight  is  over  auditing.  On  the  block  is  the 
Tipliance  Initiative,  a  five-year  effort  to  collect  $9  bilhon  in 
)aid  personal,  corporate,  and  fuels  taxes.  The  iRS  got  $405 
lion  extra  this  year  to  add  5,000  agents  to  examine  more 
urns  and  recover  old  debts  under  the  program.  But  the 
use  cut  next  year's  spending  by  a  third,  to  $266  inillion — 
1  the  Senate  voted  to  kill  it  altogether 


The  agency  charges  that  only  tax  cheats  will  come  out 
ahead.  "Our  compUance  efforts  are  certainly  going  to  suffer," 
warns  iRS  Commissioner  Margai'et  M.  Richardson.  Adds  Don- 
ald C.  Alexander,  agency  chief  under  Presidents  Nixon  and 
Ford:  "In  this  Congress,  any  agency  that  acts  is  charged 
with  being  'intnisive.' " 

But  the  iRS's  reputation  as  one  of  Washington's  most  mis- 
managed agencies  hasn't  helped.  On  Aug.  4,  congressional  au- 
ditors concluded  that  the  irs  has  failed  to  balance  its  books 
for  a  thu-d  straight  year.  "The  irs  has  flunked  its  own  audit," 
complains  Senator  John  Glenn  (D-Ohio).  Funds  that  Con- 
gress earmarked  for  enforcement  from 
1990  to  1994  were  diverted,  while  uncol- 
lected tax  debts  rose  by  80%.  Worse,  a 
desperately  needed  overhaul  of  1960s-vin- 
tage  computers  has  been  hung  up  in  the 
bureaucracy  for  years.  The  result:  Two- 
thirds  of  the  $23  billion  scheduled  for  mod- 
ernization will  go  for  patchwork  measures 
to  keep  the  old  systems  running. 
IRS  INC.?  A  miffed  Senate  has  backed  Ker- 
rey's call  for  a  Commission  on  Restructur- 
ing the  IRS  to  consider  such  novel  ideas  as 
spinning  off  tax  collection  to  a  quasi-gov- 
ernmental corporation.  But  don't  call  up 
your  broker  to  buy  a  piece  of  irs  Inc.  just  yet.  The  Clinton 
Administration  opposes  Kerrey's  commission,  and  few  in  the 
House  are  ready  to  turn  the  agency  over  to  outside  control. 
"The  IRS  has  plenty  of  overseers  already,"  says  departing 
Deputy  Treasuiy  Secretary  Frank  N.  Newman. 

But  the  mere  talk  of  privatizing  tax  collection — a  core 
role  of  government — signals  the  tough  days  ahead  for  the  irs. 
Sensitive  to  votei-s'  antitax  fever  and  hungry  for  deficit  reduc- 
tion. Congress  isn't  about  to  heed  the  agency's  pleas  for 
more  money.  The  newly  trained  iRS  auditors  may  indeed  be 
hitting  up  business  soon — for  jobs,  not  back  taxes. 

By  Mike  McNamef 


SQUEEZED:  Ciits  are  hurting  the  IRS 


CAPITAL  WRAPUP 


ARMLESS  RADIATION? 

A  forthcoming  study  of  government 
adiation  experiments  on  hundreds  of 
Lmericans  in  the  1950s  has  found  no 
vidence  of  significant  physical  harm, 
'he  surprising  findings  by  a  panel  of 
xperts  convened  by  the  Administra- 
ion  are  to  be  released  on  Sept.  22. 
>espite  a  lack  of  proven  injuries,  the 
I.  S.  will  still  honor  Energy  Secre- 
ary  Hazel  O'Leary's  December,  1993, 
ow  to  compensate  the  human  guinea 
igs — many  of  them  unwitting  vic- 
ims — for  unjust  treatment.  The  re- 


maining question:  How  much  to  pay? 
Even  generous  awards  may  not  quell 
lawsuits  by  subjects. 

TAKEN  FOR  A  (PLANE)  RIDE 

►  A  lopsided  deal.  That's  the  news 
from  a  General  Accounting  Office  re- 
port on  a  1988  U.  S.-Japan  venture  to 
develop  a  Japanese  fighter  modeled 
on  the  F-16.  The  agency  says  that  the 
FS-X  project  was  a  boon  to  Japan's 
aerospace  capability.  But  while  U.  S. 
industry  picked  up  $1  billion  in  con- 
tracts, it  got  little  of  the  manufactur- 
ing knowhow  the  feds  promised. 


AGENTS  ABROAD 

►  The  FBI  is  going  global.  Having  al- 
ready hung  a  shingle  in  Moscow  to 
help  the  Russians  fight  organized 
crime,  the  bureau  will  open  a  Beijing 
office  in  October  to  join  Chinese  au- 
thorities in  combating  intellectual- 
property  theft.  The  effort  is  a  follow- 
up  to  last  February's  U.  S.-Chinese 
accord  to  crack  down  on  copyright 
piracy  of  movies,  cassettes,  cos,  and 
computer  software.  Illicit  Chinese 
goods  cost  U.  S.  companies  almost  $1 
billion  in  lost  sales  annually. 
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HERE  COMES 
HASHIMOTO 


The  abrasive 
politician  may 
soon  ascend  to 
Japan's  pinnacle 

Witli  liis  slicked-back  pompadom; 
i;)50s  sideburns,  and  caustic 
wit,  Ryutai'o  Hashimoto  has  al- 
ways played  the  maverick  in 
consensus-loving  Japan.  Ai'ound  the  con- 
servative Liberal  Democratic  Party, 
Hashimoto  even  became  known  as  Mr 
Pamado,  after  the  Japanese  word  for 
hair  gel,  because  of  his  image  as  a 
smooth  political  operator.  Most  recently, 
the  International  Trade  &  Industiy  Min- 
ister won  celebrity  status  for  his  abra- 
sive negotiating  style  in  this  summer's 
tumultuous  U.  S.-Japan  auto  talks. 

Now,  Hashimoto,  58,  is  on  his  way 
to  becoming  Prime  Minister.  In  a  sur- 
prising development  on  Aug.  28,  Hashi- 
moto effectively  won  the  leadership  of 
the  conse)-vative  ldp  when  incumbent 
President  Yohei  Kono,  who  is  also  Dep- 
uty Prime  Minister  and  Foreign  Minis- 
ter, announced  he  would  not  fight  for 
the  job  in  a  Sept.  22  party  leadership 
vote.  With  his  victon/  as  party  president 
virtually  assured,  Hashimoto  is  setting 
his  sights  on  reviving  Japan's  biggest 
political  party  and  becoming  the  most 
assertive  Prime  Minister  since  the  war. 

His  ascent  would  help  Japan's  eco- 
nomic recovery,  which  is  already  get- 
ting an  assist  from  a  recent  string  of  fi- 
nancial bailouts.  But  more  broadly, 
Hashimoto's  leadership  would  expand 
Japanese  influence  in  Asia  while  creating 
even  testier  trade  relations  with  the 
U.  S.  (table).  In  all  these  areas,  he  would 
be  able  to  exercise  real  clout.  One  rea- 
son is  that,  after  a  long  series  of  Prime 
Ministers  with  little  grip  on  the  mecha- 
nisms of  power,  Ms  backgi'ound  as  miti's 


czar  and  as  Finance  Minister 
would  give  him  a  shot  at  ex- 
erting a  measure  of  influence 
over  elite  bureaucrats.  The 
son  of  a  wartime  Cabinet 
minister,  he  has  strong  bases 
of  suppoit  in  many  industries 
and  among  right-of-center  po- 
litical groups. 

The  political  shakeup  won't 
happen  overnight.  With 
Hashiinoto  as  ldp  leader,  the 
next  step  is  expected  to  be  a 
major  upheaval  within  the 
wobbly  three-party  coalition 
government  of  Socialist 
Prime  Minister  Tomiichi  Mu- 
rayama,  of  which  the  LDP  is 
the  lai'gest  bloc.  The  coaUtion 
has  already  signalled  its  in- 
tention to  hold  general  elec- 
tions in  early  1996.  The  ex- 
pected winner  is  the  ldp, 
which  has  been  forced  to 
share  power  with  the  Social- 
ists since  a  series  of  coiTup- 
tion  scandals  ended  its  38- 
year  reign  in  1993. 
Long  COATTAILS.  Hashimoto's 
popularity  is  the  ticket  the 
whole  LDP  could  ride  back  to 
uncontested  power.  A  recent 
poll  by  Nihon  Keizai  Shim- 
bmi,  Japan's  economic  daily,  named  him 
as  the  electorate's  fii'st  choice  for  Prime 
Minister,  eclipsing  so-called  reformers 
who  bolted  from  the  ldp.  "If  the  ldp 
has  a  popular  leader  like  Hashimoto, 
chances  are  they  will  win,"  concedes 
Yoshio  Terasawa,  an  Upper  House  Diet 
membei'  of  the  breakaway  New  Fron- 
tier Party. 

lliat's  not  to  say  Hashimoto  is  a  siu'e 
bet.  Although  he  has  vowed  to  sever 
all  links  "between  politics  and  dirty 
money,"  his  opponents  are  sure  to  make 
an  issue  of  Hashimoto's  ties  to  ldp  fac- 
tion leaders  such  as  ex-Prime  Minister 
Noburo  Takeshita.  Then,  there's 
Hashimoto's  fiery  oratory  style.  It 


CLIMBER:  Hashimoto  has  grabbed  control  ofthl 


played  well  in  U.  S. -Japanese  tradrtn 
talks,  but  could  be  a  liability  on  thp, 
broader  world  stage.  "When  he  beeom(  ady 
premier,  he  will  adjust  his  style  to  bs-tr 
come  softer,  more  serious,"  predicts  pa  f;  i 
ty  honcho  Koichi  Kato,  chairman  of  i\ \\. 
ldp's  Policy  Research  Council.  j , 

For  now,  Hashimoto  has  vowed 
work  with  Miu-ayama,  given  the  need  i 
push  a  $10  billion  economic  stimulilet, 
package  through  the  Diet  by  yeareri 
and  to  host  November's  Asia-Pacific  E 
onomic  Cooperation  foiwn  in  Osaka.  Bi 
Hashimoto's  instincts  couldn't  contra; 
more  with  the  Socialists'.  As  Murayan|tiii^ 
issued  a  heartfelt  apology  on  the  50t 
anniversary  of  Japan's  defeat,  Hashimi 


SHIMOTO  BECOMES 
JME  MINISTER... 

)E  ECONOMY  He  would  be 
»re  inclined  to  take  steps  to 
s  in  Japan's  financial  sector 
ulate  overall  growth 
spending  measures  and 
■egulatory  steps. 

.ATIONS  He  would  be  more 
,  insisting  that  Tokyo  and 
on  negotiate  as  equals, 
lid  probably  spark  tougher 
putes. 

;ELATIONS  He  would  accel- 
)an's  engagement  with  Tai- 
Southeast  Asia,  including 
a,  but  his  hawkish  views 
rsen  ties  with  China  and 
irea. 

FY  POLICY  He  would  pro- 
tan's  membership  in  the  U.N. 
Council  and  forge  a  more 
panese  foreign  policy  that 
siude  a  military  dimension. 
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SEARCHING  FOR  ARMS  IN  CAMBODIA:  Hashimoto  see 


aid  a  controversial  visit  to  Tokyo's 
ikuni  Shrine,  the  venerated  memori- 
)  Japanese  war  dead.  Hashimoto  is 
ddent  of  the  1  million-plus  member 
in  War-Bereaved  Families  Assn.,  a 
ip  that  believes  Japan  fought  an 
)rable  war  of  liberation  in  Asia, 
nlike  Murayama,  Hashimoto  aims 
3e  Japan  play  a  diplomatic  role  com- 
surate  with  its  economic  power.  He 
luarely  behind  Japan's  bid  to  gain  a 
nanent  seat  on  the  U.  N.  Security 
ncil.  And  Hashimoto  favors  sending 
mese  troops  and  security  forces  on 
J.  peacekeeping  missions  abroad, 
lashimoto  would  also  be  more  sym- 
letic  to  Corporate  Japan's  calls  for 
■rtive  measures  to  tackle  the  econo- 
i  post-bubble  ills.  For  example,  he's 
ady  pushing  for  an  easing  of  secur- 
>-transaction  and  property  taxes, 
t's  in  sharp  contrast  to  the  Socialists, 
I  have  been  loath  to  bail  out  execu- 
s  and  property  speculators  whom 
r  perceive  as  greedy  opportunists. 

Securities  Inc.  analyst  Cameron 
etsu  thinks  a  Hashimoto  victory 
lid  be  bullish  for  stocks.  One  rea- 

Hashimoto  has  set  an  ambitious 
i  of  driving  dovra  by  the  year  2000 
in's  massive  cuiTent  account  siuplus 
oughly  1%  to  2%  of  gross  domestic 
iuct,  from  almost  3%  now,  in  order 
iring  the  supeiyen  back  to  earth. 


Hashimoto,  as  former  Finance  Minis- 
ter, also  has  the  right  credentials  to  ac- 
celerate Japan's  cleanup  of  its  financial 
system.  After  years  of  denial,  the  Fi- 
nance Ministry  and  the  Bank  of  Japan 
are  beginning  to  move  in  that  direction. 
A  month  after  dispatching  truckloads 
of  yen  to  handle  a  $1  billion-plus  de- 
posit iim  against  Tokyo's  biggest  credit 
union,  Cosmo  Credit  Corp.,  authorities 
on  Aug.  30  swooped  down  to  rescue 
two  big  Osaka-area  financial  institutions 
at  a  cost  of  more  than  $10  billion. 

But  the  tricky  task  of  streamlining 
the  financial  system  is  just  beginning. 


fed  up  with  U.  S.  trade  demands.  Never- 
theless, White  House  officials  feel  Hash- 
imoto is  a  guy  they  can  do  business 
with.  Says  a  senior  Clinton  Administra- 
tion official:  "He  talks  loud  and  caiTies  a 
big  stick,  but  he  is  willing  to  negotiate 
and  reach  agi-eements  in  the  end." 

Still,  Hashimoto  is  sure  to  keep  tak- 
ing a  tough  line  on  trade  disputes  with 
the  U.  S.  over  everything  from  semi- 
conductors to  film  to  telecommunica- 
tions equipment.  Nor  will  Washington 
likely  appreciate  Hashimoto's  greater 
focus  on  Asia.  He  and  other  members  of 
his  increasing  nationalistic  generation 


The  political  shakeup  won't  happen  overnight. 
Elections  may  come  in  early  '96,  and  with 
Hashimoto  as  leader,  the  LDP  would  likely  win 


and  Hashimoto's  ascendancy  would  help 
guide  it.  "He  speaks  the  Tokyo  lan- 
guage" of  elites,  says  Fuji  Research  In- 
stitute Coi-p.  Chaiirnan  Toi-u  Kusukawa, 
"Hashimoto  is  a  man  who  can  lead." 

Perhaps  the  biggest  imponderable 
about  Hashimoto  is  how  he  would  deal 
with  the  Americans.  He  proved  himself 
a  resolute  infighter  during  acrimonious 
auto  trade  talks  in  June,  which  played 
well  with  a  Japanese  public  increasingly 


hope  to  use  Japan's  wave  of  investment 
^and  development  aid  flowing  into  the 
region  to  help  Japan  Inc.  extend  its  ten- 
drils over  these  blooming  markets. 

In  a  Japan  increasingly  edgy  about  its 
futm-e,  Hashimoto's  brash  style  touches 
a  powerful  current.  Should  his  political 
ambitions  be  realized,  the  world  will 
confi'ont  a  far  different  style  of  political 
discourse  from  Japan  in  years  ahead. 

By  Brian  Bremner  in  Tokyo 
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CHINA 


A  THAW  DOESN'T 
NECESSARILY  MEAN  SPRINGTIME 

Bones  of  contention  will  mar  Sino-U.S.  relations  for  years 


After  a  frigid  summer,  Sino-U.  S.  rela- 
tions are  warming.  China  released 
U.  S.  human-rights  activist  Harry 
Wu,  approved  several  deals  with  U.  S. 
companies,  and  said  it  would  send  its 
ambassador  back  to  Washington.  For 
Washington's  part,  First  Lady  Hillaiy 
Rodham  Clinton  went  ahead  with  plans 
to  attend  a  U.  N.  conference  on  women, 
and  the  White  House  tentatively  agreed 
to  a  presidential  summit  in 
October. 

But  the  U.  S.  and  China 
have  anything  but  a  smooth 
road  ahead.  On  such  issues 
as  China's  entry  into  the 
World  Ti-ade  Organization, 
claims  in  the  South  China 
Sea,  and  overseas  arms 
sales,  the  interests  of  Beijing 
and  Washington  clash  shaip- 
ly.  The  emotionally  charged 
issue  of  Taiwan,  which  holds 
its  first  direct  presidential 
elections  in  March,  could  be 
a  flash  point  as  Beijing  wor- 
ries about  a  possible  drift 
toward  independence. 

For  now,  Beijing  seems  to 
have  concluded  that  the 
downwai'd  spiral  in  relations 
has  gone  far  enough.  The 
immediate  incentive:  pros- 
pects of  a  summit  between 
President  Bill  Clinton  and 
Chinese  President  Jiang  Ze- 
min. Tliat  would  gi-eatly  bui'- 
nish  Jiang's  statiu-e  at  a  time 
when  he's  embroiled  in  a 
power  struggle  to  succeed 
the  aOing  Deng  Xiaoping.  "A 
Jiang  visit  to  the  White 
House  is  a  very  important 
symbol  in  China,"  says  a 
Beijing  legal  scholar. 

Another  reason  for  the 
appai'ent  zig-zagging  may  be 
that  China's  leaders  believe  they've  al- 
ready accomplished  some  key  goals  with 
threatening  militai^  exercises  near  Tai- 
wan. Beijing  seems  to  have  gotten  its 
point  across  as  Republicans  such  as 
U.  S.  House  Speaker  Newt  Gingrich 
back  away  fi'om  pro-independence  rhet- 
oric. The  Clinton  Administration  may 
make  its  policy  clearer  with  a  major 


address  explaining  that  it  is  not  trying 
to  "contain"  China.  After  months  of  de- 
lay, meanwhile,  Beijing  is  consideiing 
approval  for  the  Administration's  nomi- 
nee for  ambassador  to  China,  former 
Tennessee  Senator  Jim  Sasser. 

Chinese  leaders  also  seem  to  agi'ee 
that  stable  relations  are  important  eco- 
nomically. America  buys  30%  of  China's 
exports,  and  Beijing  wants  continued 


KEYPUYER 


For  now,  at 
least,  the 
army  can  sway 
the  national 
agenda 


U.  S.  investment  and  technology. 
By  making  a  show  of  throwing 
big-ticket  deals  to  European 
companies,  it  risked  alienating 
Corporate  America,  its  most  po- 
tent lobby  in  Washington. 

Deals  are,  in  fact,  popping 
again.  Ford  Motor  Co.  announced 
plans  to  invest  .$40  million  in  a 
minivan  joint  venture,  Ameiican  Inter- 
national Group  got  approval  to  open  the 
first  foreign  insurance  office  in  the 
southern  city  of  Guangzhou,  and  Lock- 
heed Martin  Corp.  landed  a  $100  million 
contract  to  build  a  communications  sat- 
ellite for  China.  Prospects  for  Boeing 
Co.'s  jumbo  jets  also  have  brightened. 
There  are  limits,  however,  to  how  far 


each  side  can  go  in  improving  relatioi 
With  its  trade  deficit  with  China  e 
pected  to  approach  $40  bilhon  this  ye; 
Washington  is  determined  not  to  1 
China  into  the  WTO  unless  it  opens  i 
market  more.  Inside  China,  power  br 
kers  have  clearly  become  more  conse 
vative  in  the  year  or  so  since  Deng,  S 
became  too  feeble  to  make  key  de( 
sions.  In  the  past,  he  would  step  in 
break  a  foreign  policy  deadlock.  But  fc 
other  leaders  can  face  down  the  milita 
on  national  security  issues. 

The  People's  Liberation  Army  fea 
that  Taiwan's  native-bom  President 
Teng-hui  will  promote  independenc 
Western  mihtary  analysts  expect  Chij 
to  hold  more  maneuvers  off  the  Taiw; 
coast.  The  militaiy  has  reasons  to  ke( 
the  heat  on.  The  pla  watched  the  U 
and  France  sell  militai 
hardware  to  Taipei.  And 
grew  angrier  as  Lee  tra 
eled  throughout  Southea 
Asia  and  then  to  the  U 
To  the  generals,  that  prov( 
the  "soft"  approach  over  Ts 
wan  wasn't  working.  The  i 
sue  gives  them  "a  sense 
mission,  which  they've  be( 
looking  for  since  the  end 
the  cold  war,"  says  militai 
analyst  Tai  Ming  Cheung 
Kim  Eng  Securities  in  Hoi 
Kong. 

ISLAND  CLAIMS.  With  Beijil 
claiming  sovereignty  ov( 
the  disputed  Spratly  Islanc 
in  the  South  China  Sea,  tl 
mihtaiy  also  sees  a  good  o; 
portunity  to  modernize  i 
naval  and  air  force  in  tl 
name  of  defending  the  are 
China  has  backed  down 
the  South  China  Sea, 
least  temporarily.  But  tl 
long-term  risk  of  confront 
tion  with  Taiwan  remaii 
high.  That  could  sour  the  reconcihatic 
with  Washington. 

No  doubt,  it's  in  everyone's  intere: 
for  cooler  heads  to  prevail.  That  cou 
create  a  climate  where  the  two  sid( 
can  zero  in  on  the  tough  issues  th; 
still  confront  them.  But  the  diplomat 
work  ahead  is  daunting.  Says  Cail  Ws 
ter,  director  of  cs  First  Boston  Corp. 
Beijing  office:  "The  Taiwan  issue  isr 
going  away,  and  it  will  inevitably  ii 
volve  the  U.  S."  That  means  relatioi 
between  Washington  and  Beijing  cou 
still  turn  dangerously  nasty  at  a  mi 
ment's  notice. 

By  Joyce  Bamathan  in  Hong  Kon 
with  Dexter  Roberts  in  Beijing  an 
Amy  Borrus  in  Washington 


veryone 


thinks  Unisys 


is  just  a  computer 
company 


Everyone's  wrong. 
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ITALY 


THE  BRAVO  COULD 
PUT  FIAT  IN  OVERDRIVE 

The  carmaker  bets  billions  on  another  foray  into  midsize  cars 


European  drivers  usually  associate 
the  Fiat  name  with  one  type  of 
car — the  snazzy  subcompact  that 
can  navigate  the  melee  of  a  Paris  boule- 
vard or  the  naiTow  streets  of  Tuscan 
villages  with  equal  ease.  Now,  capitaliz- 
ing on  the  success  of  its  latest  subcom- 
pact, the  Punto,  the  Itahan  auto  giant 
wants  to  elbow  its  way  into  Europe's 
midsize  market,  the  Continent's  most 
crowded  and  competitive  segment. 

It's  hardly  a  sure  thing.  An  earlier 
generation  of  midsize  Fiats  barely 
budged  from  the  showi-oom,  and  rivals 
ai'e  rolling  out  new  cars,  too.  But  Fiat  is 
betting  on  its  new  Bravo  and  Brava 
models,  launched  on  Aug.  29,  to  sohdify 
its  comeback  from  a  $1  billion  loss  in 
1993.  Fueled  by  a  devalued  lu-a  and  the 
hot-selling  Punto,  Fiat  turned  a  $612 
million  profit  in  1994.  Sales  are  strong 
this  year,  but  margins  ai'e  wider  in  mid- 
size cars,  and  Fiat  needs  a  new  winner 
before  the  Punto  loses  momentum. 
Hence  the  Bravo,  a  roomy  two-door 
hatchback,  and  the  Brava,  a  sedan  with 
four  passenger  doors  and  a  rear  door 
that's  a  cross  between  a  hatchback  and 
a  tioink.  Says  Fiat  Managing  Director 


Paolo  Cantarella:  "We  are  adding  two 
vital  pieces  to  our  growth  strategy." 

The  midsize  market  is  the  only  seg- 
ment that  has  vrithstood  Em-ope's  tliree- 
year  recession,  gaining  4.1%  in  sales 
since  1992,  to  3.6  million  last  yeai'.  That's 
because  the  cars  have  attracted  bud- 
get-squeezed families  looking  for  the 
right  mix  of  price  and  space.  But  the 
segment  is  dominated  by  such  best-sell- 
ers as  GM-Opel's  Astra  and  the  Volkswa- 
gen Golf,  which  contend  for  the  mar- 
ket's top  position.  Fiat  stumbled  badly 
when  it  tried  to  break  into  midsizes  six 
years  ago  with  the  Tipo.  After  a  strong 
start,  Tipo  sales  plummeted  to  just 
46,000  last  year,  as  drivers  rejected  its 
ho-hum  styling  and  technological  flaws. 
"The  Tipo  was  never  considered  a  cai*  of 
comparable  standing  to  the  likes  of  the 
GM  and  Volkswagen,"  says  John  Lawson, 
an  auto  analyst  at  DRi/McGraw-Hill. 
MORE  POWER.  But  Lawson  and  others 
believe  that  Fiat  has  learned  from  its 
mistakes.  The  Bravo  and  Brava,  de- 
signed and  engineered  in  Fiat's  Cassino 
plant  in  a  record  32  months,  are  varia- 
tions on  the  Punto  theme  of  technologi- 
cal sophistication  and  sleek  styling.  The 
twins  boast  Fiat's  brand-new  five- 
cylindei'  engines  to  offer  driv- 
ers the  power  of  a  larger 
car.  Other  features 
include  sound- 


The  Market 
Fiat  Wants  to  Crack 


proofing  to  muffle  exterior  noise, 
latest  in  easy-to-use  controls,  am 
sleek,  rounded  body.  Analysts  estim 
that  the  weak  hra  will  perniit  pric 
ft-om  $13,750  to  $20,600— some  $2,i 
below  the  competition. 

If  Bravo  and  Brava  take  off  this  1 
they  could  help  double  Fiat's  1995  pi 
its,  wliich  are  siu'ging  anyway  thanks 
the  Punto.  Next  year.  Fiat  plans  to  i 
ther  widen  its  line  by  launching 
A 178  "world  car"  for  the  low  budg 
and  rough  roads  of  developing  mark( 

A  flop,  of  coiu'se,  would  be  disastrc 
Fiat  has  spent  $2.5  billion  develop' 
the  Bravo  and  Brava  and  their  engii 
and  launching  a  marketing  blitz.  1 
hopes  to  sell  100,000  by  the  end  of 
year  and  350,000  in  1996.  vw  sells  ab^ 
750,000  Golfs  in  Europe  a  year. 
SALES  SLUMP.  Market  conditions 
the  competition  could  still  thwart  Fi 
Although  the  midsize  categoiy  has  b( 
resilient,  overall  car  sales  in  Euro 
sHpped  3.3%  in  July  after  govemme 
sponsored  sales  incentives  in  Frar 
and  Spain  expii-ed  in  June.  The  stock 
unsold  cars  is  on  the  rise.  CaiTnak( 
from  Peugeot  to  Nissan  to  Opel 
will  introduce  new  midsize  models. 

Fiat  also  has  to  wony  about  Renai 
which  launches  its  midsize  Megane 
dan  on  Sept.  5  to  replace  the  aging 
nault  19.  The  sedan  offers  the  sai 
styling  and  rear-door  feature  as  the  B: 
va,  and  analysts  say  Renault's  est£ 
lished  presence  in  the  midsize  segmf 
might  give  it  the  upper  hand.  "Ever 
the  Bravo/Brava  are  good  products, 
German  or  a  French  consumer  mig 
still  think  twice  about  buying  a  serio"P' 
car  from  Fiat,"  says  auto  analyst  Ca: 
Di  Grandi  of  Paribas  Ltd.  in  London 

The  first  Bravo  and  Brava  owne 
will  be  hitting  the  autobahns  and 
enues  in  mid-September  That  road  tc 
could  shake  uj)  the  entii-e  Eiu'opean  ai; 
industry — or  thi'ow  Fiat  into  reverse 
By  Clirisiina  Bennett  in  Tar 


THE  BRAVA  COULD  FACE  FIERCE 
COMPETITION  FROM  RENAULT'S  NEW 
MEGANE  SEDAN 


CAR  TYPE 


Midsize,  including  sedans,  coupes,  and  hatchbacks 


PRICE  RANGE     $15,000  to  $24,000 


MARKET  SIZE    3.6  nnillion  cars  sold  in  1994 


THE  PLAYERS 


VW  Golf,  Opel  Astra,  Ford  Escort 
Peugeot  306,  Renault  19 


NEW  ENTRIES    Fiat  Bravo/Brava, 
Renault  Megane 
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Unisys  is  the 
information  management 

company. 


We  understand.  Sometimes  percep- 

Today,  nearly  a  third  of  our  busi- 

But numbers  are  still  only  part  of  the 

.  takes  a  while  to  catch  up  with  reality. 

ness  comes  from  services.  These 

story.  As  an  information  management 

1  the  reality  is  this:  Unisys  is  not  just  a 

include  systems  integration,  outsourcing 

company,  we're  one  of  the  few  firms  that 

iputer  company  anymore. 

and  consulting.  They  represent  the  single 

integrate  our  broad  services  capabilities 

Yes,  we  still  sell  a  lot  of  computers. 

largest  revenue  source  to  the  company. 

with  technology  know-how  and  vertical 

1  we're  proud  of  it.  But  there's  so  much 

and  make  us  one  of  the  largest  service 

industry  expertise.  So  our  real  value  is  in 

re  to  Unisys  than  computers  that 

providers  in  the  world. 

how  we  help  you  apply  information 

more  accurate  to  think  of  us  as 

We've  grown  our  departmental 

to  make  effective  decisions  and  deliver 

information  management  company. 

server  and  personal  computer  business 

better  service. 

ich  means  we  can  help  you  identify, 

by  30  percent  over  the  last  year.  This 

To  receive  an  instructive  "Guide 

led,  analyze  and  direct  your  vital 

is  further  proof  that  we've  expanded 

To   Information   Management"  facts 

3rmation  at  key  points  of  decision 

well  beyond  being  just  a  supplier 

kit,   reach   us   on  the   Internet  at 

king  and  customer  service. 

of  "big  iron." 

http://www.unisys.com/adv  or  call 

We  haven't  just  changed  the  way  we 

1-800-874-8647,  ext.  235.  And  start 

<  about  ourselves.  We've  changed 

UNiSYS 

changing  the  way  you  think  about  a 

at  we  do.  Two  examples: 

company  that  does  more  than  you  thought 

95  Unisys  Corporation 

The  Information  Management  Company 
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JORDAN  WONT  BE  BURNING 
ITS  BRIDGES  TO  IRAQ 


It  was  music  to  Washington's  ears.  When  Jordan's  King 
Hussein  went  on  television  on  Aug.  23  calling  for  an  end  to 
"suffering"  and  the  start  of  a  "new  dawn"  in  Iraq,  Clinton 
Administration  officials  applauded  the  King's  shift  away  from 
Iraq's  Saddam  Hussein.  The  speech  followed  the  King's  deci- 
sion to  grant  asylum  to  two  Iraqi  military  officials,  Saddam's 
sons-in-law,  who  defected  in  early  August.  Declared  an  Ad- 
ministration source:  The  King's  actions  will  "inevitably  have 
an  impact  on  the  dynamics  of  the  region." 

But  the  consequences  are  unlikely  to  be  as  dramatic  as  the 
U.S.  hopes.  Although  King  Hussein  is  clearly  distancing  him- 
self from  Saddam,  Jordan's  economy  is 
still  heavily  dependent  on  Iraq.  To  tru- 
ly isolate  Saddam  as  the  U.  S.  would 
hke,  Jordan  would  have  to  sever  it 
economic  links  with  its  neighbor. 
TINY  STEPS.  That's  impossible  unless 
the  U.  S.  and  its  allies  in  the  region 
move  decisively  to  bolster  Jorxlan's  econ- 
omy. For  a  host  of  reasons,  including 
U.  S.  Congressional  opposition  to  in- 
creased foreign  aid,  that's  likely  to  hap- 
pen only  through  tiny  steps  rather  than 
sweeping  moves.  Says  Anthony  H. 
Cordesman,  a  Middle  East  expert  at 
Washington's  Center  for  Strategic  and  International  Studies: 
"The  pressure  is  gi'owing  on  Saddam,  and  Jordan  is  moving 
more  firmly  away  ft"om  Iraq.  But  the  policy  will  be  slow." 

It  would  be  political  suicide  for  King  Hussein  to  abi-uptly 
cut  his  economic  ties  with  Iraq.  Jordan  receives  nearly  all  its 
oil  from  Iraq  and  sells  the  country  one-thii'd  of  its  exports,  for 
revenues  of  neai'ly  $3.50  million  annually.  More  than  200  Jorda- 
nian companies  depend  on  Iraq  as  their  principal  market. 
They  lost  their  markets  in  Kuwait  and  Saudi  Arabia  after  Jor- 
dan refused  to  back  the  anti-Iraq  coalition  in  the  gulf  war 

Under  U.  N.  sanctions  against  Iraq,  Jordan  is  allowed  to 
export  humanitarian  items  to  its  neighbor,  including  medicines. 


IRAQI  OIL:  Jordan  yeta  70,000  barrels  daily 


hygienic  products,  foodstuffs,  and  household  oils.  It  is 
posed  to  monitor  trade  to  prevent  industrial  products 
seeping  through  the  embargo,  but  controls  are  weak.  "We 
relying  on  Iraq,"  says  Ali  Husri,  vice-president  of  ^ 
Hikma,  a  $40  million  pharmaceutical  company  that  recei 
15%  of  its  revenues  from  Iraq. 

MINOR  SUCCESSES.  The  U.  S.  is  trying  to  persuade  Kuwait , 
Saudi  Ai'abia  to  boost  ties  with  Jordan.  On  recent  diplom;ic 
missions,  U.  S.  officials  came  away  with  minor  successes.  Kuvd*. 
said  it  would  sell  crude  to  Jordan,  while  Saudi  Arabia  K 
promised  a  summit  between  King  Fahd  and  King  Hussein 
But  that's  only  a  beginning.  Kuvit 
and  Saudi  Aj-abia  would  have  to  supiy 
the  70,000  baiTels  a  day  in  oil  that  Jr- 
dan  now  receives — at  half  the  marjt 
price — from  Iraq.  They  would  have* 
open  their  economies  to  Jordanian  pii- 
uets.  And  the  U.  S.  would  have  to  assT 
Jordan  that  the  peace  process  wu 
soon  lead  to  more  open  markets  ; 
trade  with  Israel. 

But  Congress  would  surely  nix  pi  i 
sals  for  more  aid  to  Jordan,  even 
the  key  goal  of  isolating  Saddam.  Budit 
fights  in  Congress  have  already  heldip 
Clinton's  proposal  to  forgive  $275  million  in  Jordanian  ni- 
taiy  debt.  The  package  will  be  considered  again  in  SeptemlT 

So  the  U.  S.  shouldn't  count  on  King  Hussein's  recent  ii ; 
shaking  up  geopolitics  in  the  Middle  East  overnight.  Td  be 
Saddam  has  been  weakened.  He  may  soon  have  to  face  an 
position  campaign  waged  fi'om  outside  the  country.  But  the 
yeai-old  dictator  still  has  tight  control  of  the  nation's  repre^- 
security  forces  and  its  media.  And  he  knows  that  Jon 
needs  Iraq's  markets  just  as  much  as  Iraq  needs  Jordan' 
until  the  U.  S.  moves  more  assertively  to  spur  change. 

By  Kirk  Albrecht  in  Anin 
and  Stan  Crock  in  Washing  ii 


GLOBAL  WRAPUP 


CHASING  DICTATORS'  CASH 

►  The  Philippines  government  is  close 
to  recouping  the  "Marcos  millions"  al- 
legedly stolen  by  former  dictator  Fer- 
dinand Marcos  and  salted  away  in 
Swiss  banks.  Zurich's  chief  prosecu- 
tor, Peter  Cosandey,  ruled  on  Aug.  28 
that  an  estimated  $500  million  can  be 
transferred  to  Manila  unless  his  deci- 
sion is  challenged  by  Sept.  16. 

Now  it  may  be  open  season  on  dicta- 
tors' alleged  cash  hordes  hidden  in 
Switzerland.  Haiti  is  seeking  $260  mil- 
hon  from  accounts  of  former  President 


Jean-Claude  Duvalier.  The  Central  Af- 
rican Republic  wants  funds  in  accounts 
of  former  emperor  Jean  Bedel  Bokas- 
sa.  Even  Saddam  Hussein  may  have 
worries.  According  to  Iraqi  exiles, 
Iraq's  Ambassador  to  the  U.  N.  in  Ge- 
neva, Barzan  al-Tikriti,  Saddam.'s  half- 
brother,  controls  family  cash  in  Swit- 
zerland. He  is  rumored  to  be  siding 
with  Hussein  Kamal  Hassan,  Saddam's 
son-in-law  who  defected  to  Jordan. 

CANADIAN  RALLY 

►  The  Canadian  dollar  hit  an  18- 
month  high  of  74.68  U.S.  cents  on 


Aug.  28,  amid  mounting  optimism 
that  Canada  will  remain  united.  Que 
bee  Premier  Jacques  Parizeau  has 
launched  a  campaign  to  promote  Qu( 
bee  sovereignty  before  a  key  referer 
dum  expected  this  fall.  But  to  build 
support,  Parizeau  has  softened  his 
definition  of  sovereignty.  He's  assur- 
ing Quebeckers  that  they  could  vote 
for  "sovereignty,"  yet  retain  an  "eco 
nomic  association"  with  Canada.  Stil 
a  recent  poll  suggested  that  voters 
would  narrowly  reject  sovereignty  ii 
a  vote  were  held  now.  That  kicked  o: 
the  dollar's  surge. 
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WIIIIOl'l  Willi 
\MI  lot  k     Wll  lot  h. 
HRAKI.S  UKAKI.S 


/(irllicr  Lipcin.  fivnt  iiiul  ivtii: 
Wliit  h  i^ivi's  tlie  new 
Caitnwi  cwii  more  stahilitx. 


Aiili-lot  i 
hnikes  help  you 
In  like  iiihl  sicci' 
your  w  iiy  out 
ol  thiu'^fi:  Aiitl 
iiini  ire  iiuiilt' 
lliciu  .sttuhkiitl 
('(/IlipiUCII!  oil 
iiiosi  models. 


Ullni-lii'^li  slieni;lli  Meel  door  beams  and  front  and  rear  eruiuple  :ones 
are  pari  of  llie  new  Caravan's  eneri^y  manai-ement  system,  w  liieli  helps 
proteel  oeeupants  from  the  jhree  of  an  impciet. 


.V(//('/  v  /  v 
iiiipiirliinl  to 
So  to  help  piotcct 
\ou  iiiiil  \<iiii' Jdiiiih. 
the  new  Canivoii  exceeds 
IWtS  ear  safety  Mtiinlaid.s. 


The  new  Caiavair  thoiii^htfullY  comes  with  both 
a  di'iver  and  a  front  passeiti^er  airhag.  standard  eLjiiipinetit. 


1   I      I  There's 
-f-"^--.  >  cubic 
^i---"  feet  more 
om  inside  tlie  new 
iravan.  You  'II 
joy  discoveritt^ 
iere  we  put  it. 


( hir  new  sin,^le  buckle 
system  makes  our 
available  iiUegrcit- 
ed  child  safety 
seals  mine 
convenient 
for  parents. 


It's  a  perfect 
foiirsonu: 
And  since  the 
new  Caravan 
comes  in  two 
sizes,  it  Jits 
families  of 
all  sizes. 


■A 

Heie  's  a  new  option  -  heaters 
for  the  front  and  rear  wipers  that 
help  melt  away  ice  and  snow. 


Just  as  original  as  the  originaE 


1  significantly 

smaller 
ming  circle 
lakes  the  new 
Caravan  more 
maneuverable. 


■  Sli'cl  I'lilch 

\'/S(  ()-l'lll\ll( 

ixilcli 

■  Sheet  iin'idl 


We  used  sound- 
deadening  tec  hnii/iies 
like  this  patch 
constrained  layer,  lo 
create  the  ijuielesl 
Caravan  ever 


For  more  options,  I 
v(7('(  7  a  pair  of  our  Quad  \ 
Command  Seals.  Because  \ 


M. . 


Wc  think  you'll  iii^ivc,  ire  lliniii^lil  (ijcwrythiii'^.  But  if  \(HI  cdii  think  <if  iiiiMluni;  else  you'd  hkc  to  know. 
(  (ill  l-S(>l)--4-/\-l)()l)Gli.  And  w  e'll  send  you  all  kinds  oj  nijinination. 


The  New  Dodge  Caravan 


Just  as  original  as  the  original. 


hrll 

(/ss    llr^  ( iiilp"  i\  II  iri^ish  ii'il  Iniilfiiintk  oj  tlii  Sonililiiml  ( 'cyju'iiuuin 


Paper  contains  ten  percent  recycled  material,  hi 


arketing 


•TAILING 


rHE  GROCERY  CART 
N  YOUR  PC 


loppers-mainly  women- 
ve  Peapod's  online  food- 
lying  service.  But  will 
ever  turn  a  profit? 


H 


fith  two  young  daughters 
and  a  60-hour-a-week  job, 
Beth  Mar.sfield  of  Liberty- 
ville,  III,  doesn't  have  time 
squeeze  the  cantaloupes  at  her  lo- 
l  supermarket.  Up  until  six 
)nths  ago,  the  frazzled  42-year- 
i  owner  of  a  sports-equipment 
inchise  would  make  late-night 
ns  for  the  bare  necessities.  But 
w,  when  the  cupboard  is  bare,  all  it 
<es  is  a  few  computer  keystrokes — 
d  the  problem  is  solved. 
Mansfield's  secret  is  Peapod,  a  flve- 
ar-old  online  grocery-shopping  service 
sed  in  Evanston,  lU.  While  many  com- 
ter  shopping  ventures  have  fallen  flat 
failed  to  live  up  to  their  hype,  Pea- 
d  has  built  a  loyal  following  of  more 
an  10,000  households  in  Chicago  and 
n  Francisco.  It's  currently  negotiating 
partnership  deal  that  will  allow  it  to 
ter  Boston  early  next  year. 
Although  stUl  tiny,  Peapod  has  turned 
ach  of  the  conventional  vdsdom  about 
line  shopping  on  its  head.  In  survey 
cer  survey,  consumers  say  they  won't 
y  extra  for  the  privilege  of  shopping 
;Hne.  But  Peapod's  customers  fork 
er  a  $29.95  startup  fee,  a  $4.95  month- 
service  fee,  plus  $6.95  and  5%  of  their 
ocery  total  per  order.  The  service  re- 
ntly  raised  those  prices  with  scarcely 
ripple  of  protest. 

t%  RETENTION.  And  Peapod's  demo- 
■aphics  are  the  miiTor-  image  of  those 

most  other  online  services,  where 
'%  of  shoppers  are  male.  Almost  75% 

Peapod's  shoppers  are  women — an 
iportant  skew,  since  women  usually 
ake  household  buying  decisions.  And 
hile  most  other  onUne-shopping  ser- 
ces  have  trouble  retaining  their  cus- 
mers,  Peapod  has  kept  almost  80%  of 
e  people  who  have  tried  it.  "If  you 
eate  an  onhne  service  that  answers  a 
!ed,  people  will  fall  in  love  with  it  on 


Peapod's  Virtual 
Supermarket 

•  Items  can  be  chosen  from  menus 
organized  by  broad  category 
(snacks),  narrow  category  (pret- 
zels), or  brand  name  (Rold  Gold) 

•  Items  can  also  be  sorted  by  cost 
per  ounce  or  by  what's  on  sale  to 
figure  out  the  best  buys 

•  Shoppers  can  add  comments  to 
their  orders  ("Get  only  ripe  toma- 
toes") and  tell  Peapod's  in-store 
shoppers  whether  they'll  accept 
substitutes 

•  Shoppers  can  see  a  running  tally 
of  their  bill  as  they  compile  their 
shopping  list 

•The  service  takes  coupons  and 
accepts  credit  cards,  checks,  or 
online  payments 

their  own,"  says  Tim  Dorgan,  Peapod's 
executive  vice-president. 

Peapod  is  the  brainchild  of  Andrew 
Parkinson,  37,  and  his  brother  Thomas, 
35,  both  veterans  of  Procter  &  Gamble. 
Andrew  says  sales  will  top  $20  million 
this  year  But  Peapod  has  yet  to  turn  a 


profit,  and  some  onhne 
shopping  experts  doubt 
it  ever  will — unless  it 
raises  prices  dramatical- 
ly to  pay  for  the  high 
level  of  service  it  pro- 
vides. Peapod,  with  450 
employees,  hires  its  own 
shoppers  to  fill  orders  and 
its  own  drivers  to  make 
deliveries.  Software  de- 
velopment is  another  big 
expense.  This  fall,  for 
example,  the  company 
expects  to  offer  those 
customers  who  are 
womed  about  fat,  sug- 
ar, or  salt  the  ability  to 
sort  groceries  by  nu- 
tritional content.  An- 
drew says  that,  once 
.  Peapod  can  spread  its 
high  fixed  costs  over  a 
larger  customer  base,  it  can 
make  money  without  rais- 
ing rates  or  cutting  services. 
TAKEOFF  POINT.  For  now,  the  company 
is  using  cash  ft"om  equity  investors  to 
fund  its  expansion  plans.  Peapod  has 
attracted  the  interest  of  big  media  play- 
ers such  as  Ti-ibune,  Ameritech,  and 
most  recently.  Providence  Journal,  all 
of  which  have  pui'chased  minority  stakes 
in  the  privately  held  company.  Although 
they  won't  disclose  the  size  of  their  in- 
vestments, all  three  have  cable  inter- 
ests and  think  Peapod  could  someday 
make  the  jump  to  interactive  TV.  Be- 
yond that,  they're  betting  that  the  on- 
line gi'oceiy  business  is  about  to  take 
off.  In  June,  Microsoft  Chairman  Wil- 
liam H.  Gates  III  startled  a  group  of 
top  food  retailers  by  predicting  that 
one-third  of  food  sales  would  be  han- 
dled electronically  by  2005. 

That  would  be  a  huge  shift  in  the 
highly  competitive,  $400  billion  U.  S. 
groceiy  business.  Cun-ently,  fewer  than 
1%  of  groceries  ai'e  bought  fi-om  home — 
and  mostly  by  phone  rather  than  com- 
puter. "This  industi-y  is  very  much  in  its 
infancy,"  says  Fred  Schneider,  execu- 
tive director  of  food-industry  reseaixh  at 
Andersen  Consulting.  "The  important 
thing  Peapod  is  showing  is  that  consu- 
mer demand  is  out  there." 

How  does  it  work?  Peapod's  super- 
market partners  zap  it  daily  price  up- 
dates on  more  than  18,000  items,  ft-om 
laundry  detei-gent  to  lettuce.  At-home 
shoppers  can  peruse  whole  categories, 
much  as  they  would  in  a  store,  or  jump 
straight  to  their  personal  shopping  list. 
Since  items  are  broken  down  by  cost 
per  ounce,  it's  easy  to  comparison-shop. 
Customers  can  tell  Peapod's  in-store 
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shoppers  whether  they  will  accept  a 
substitute  if  the  preferred  item  is  out  of 
stock.  R.  Joseph  Pine  II,  a  Ridgefield 
(Conn.)  marketing  consultant,  says  this 
sort  of  customization  binds  customers 
to  Peapod's  service.  "They're  enabling 
the  software  to  remember  you.  That 
makes  it  more  difficult  for  you  to  go 
somewhere  else,"  he  says. 

Once  an  order  is  complete,  shoppers 
select  a  next-day  delivery  time.  Peapod 
then  forwards  the  order  to  the  nearest 
participating  grocer>'  store.  In  Chicago, 
it's  a  Jewel/Osco;  in  San  Francisco,  it's  a 
Safeway.  The  stores  may  lose  something 
in  impulse  purchases,  but  they  gain  in 
volume.  Orders  are  filled  by  Peapod  em- 
ployees, checked  out  at  special  Peapod 
counters,  and  taken  to  a  holding  area 
where  items  are  kept  frozen  or  refriger- 
ated as  needed.  Then,  the  groceries  are 
picked  up  and  delivered  by  another  set 
of  Peapod  employees.  For  busy,  dual- 
income  families,  Peapod  can  cut  the 
weekly  shopping  trip  from  a  couple  of 
hours  to  just  a  20-minute  session  at  the 
keyboard. 

FEW  RIVALS.  Besides  saving  time, 
Katherine  M.  Howard,  a  33-year-old 
computer  systems  manager  and  mother 
of  two,  says  Peapod  makes  her  a  better 
shopper  because  she  makes  fewer  im- 
pulse purchases,  compares  prices  more 
easily,  and  uses  more  manufacturers' 
coupons,  which  Peapod  credits  to  her 
bill.  "It  pays  for  itself  in  what  you  don't 
buy.  I  love  it,"  she  says. 

Given  the  size  of  the  potential  market, 
it's  surprising  that  Peapod  has  so  few 
competitors.  Of  the  handful  out  there, 
none  are  following  the  same  game  plan. 
Shoppers  Express  in  Bethesda,  Md.,  lets 
consumers  in  40  markets  including  Mia- 
mi, Seattle,  and  Washington,  order  gro- 
ceries through  America  Online,  but  it 
acts  more  as  a  middleman.  Grocerj'-store 
employees  fill  the  orders  and  a  local 
courier  delivers  them.  No  prices  are 
quoted,  and  no  comparison  shopping  is 
possible.  Another  Bethesda  company. 
Shopping  Alternatives  Inc.,  provides  gro- 
cery-shopping and  dehvery  sennces  in 
10  cities  through  partnerships  with 
chains  such  as  Cub  Foods  and  WalMart. 
But  the  senice  isn't  online  yet:  Custom- 
ers pick  up  a  iloppy  disk  or  catalog  with 
estimated  prices. 

For  all  its  nigh-tech  razzle-dazzle, 
Peapod's  greatest  strength  may  be  the 
care  it  takes  in  delivering  exactly  what 
people  want  when  they  want  it.  "You 
tell  them  you  want  four  green  bananas 
and  two  ripe  oiies,  and  that's  what 
they'll  give  you,"  says  Mansfield.  With 
service  like  thai,  lots  of  other  time- 
pressed  consunii  rs  may  steer  their 
shopping  carts  for  the  supermarket  in 
cyberspace. 

By  Sitsan  Chandler  in  Chicago 


People 


INNOVATORS 


MERCEDES'  MAVERICt 
IN  ALABAMA 

An  unlikely  exec  leads  a  radical,  high-stakes  experiment 


One  spring  day  in  1994,  two  Mer- 
cedes executives,  Roland  Folger 
and  William  Tkylor,  clung  to  a  nar- 
row ledge  above  the  raging  Aache 
River  in  the  Austrian  Alps.  Below  them, 
their  handmade  raft  bounced  crazily  in 
the  icy  cuirent.  Despite  their  neoprene 
wet  suits,  the  men  shivered  as  they  wait- 
ed for  companions  to  lower  a  rope  from 
the  cliff  above. 

A  wilderness  adventure  gone  awry? 
Nope — ^just  a  team-building  exercise 
cooked  up  by  the  men's  boss,  Andreas 
Renschler.  The  lank\',  37-year-old  Rensch- 
ler  is  helping  to  shake  up  Mercedes-Benz 
as  part  of  the  ongoing  transformation  of 
the  once-ponderous  German  luxury^  car- 
maker. As  president  of  Mercedes-Benz 
U.  S.  International  Inc.,  which  in  1997  will 
start  making  the  company's  first  mass- 
market  sport-utility  vehicle,  in  Vance,  Ala., 
Renschler  is  overseeing  Mercedes'  most 
raflical  e.xperiment  yet  with  manufacturing 
anfl  engineering  techniques. 
"A  LAB."  At  stake  in  the  more-than-.$l 
billion  project  is  Mercedes'  ambition  to 
po.sition  itself  a.^  a  cost-competitive  global 
manufacturer.  The  Vance  factoi-y  will  be 
Mercedes'  first  big  foreign  plant,  and  the 
All  Activity  Vehicle  (aav)  to  be  made 
there  will  be  its  first  product  aimed  main- 
ly at  a  foreign  market.  The  venture  is 
also  the  carmaker's  boldest  gambit  yet  to 
apply  CEO  Helmut  Wemer's  new-  cost- 
driven  ethic.  "The  AAV  is  a  lab  for  us," 
says  Dieter  Zetsche,  a  managing  director. 
"It  has  to  be  very  successful." 

Renschler's  youth  makes  him  an  un- 
usual choice  for  such  a  critical  job.  It's 
also  a  key  reason  Werner  tapped  him: 
He's  not  steeped  in  the  Mercedes  cul- 
ture, where  slavish  dedication  to  engi- 
neering excellence  drove  product  costs 
off  the  chart.  Says  Zetsche:  "You  don't 
need  to  know  all  the  paths  and  solutions 
of  the  past  to  find  new  ways.  Sometimes 
it's  better  if  you  don't." 

Some  observers  think  Renschler  is  in 


for  a  rough  ride.  As  Wemer's  assistant 
the  eaiiy  1990s,  he  helped  plan  the  c 
rent  turnaround  and  became  known  a 
deft  manager  and  a  creative  proble 
solver  and  idea  generator.  He  i 
planned  strategies  for  light  trucks  in 
rope  and  Latin  America  and  ran  the  f< 
sibility  study  for  the  aaw  Still,  he 


BORN:  y 

March  29, 1958,  Stuttgart  f^: 

DEGREES: 

Economic  engineering, 
Technical  Academy,  Esslingen 
Business  administration, 
Eberhard  Karls  Universitj', 
Tubingen 

CAREER: 

First  job:  Bank  apprentice 
1983:  Management  trainee 
at  mechanical  engineer 
Trumpf  Machinenbau 
1986:  Joined  Hewlett- 
Packard  GmbH 
1988:  Joined  Mercedes-Benz 
1993:  Named  President, 
Mercedes-Benz  U.S. 
International  Inc. 

been  at  Mercedes  only  six  years,  ha.-  ii 
tie  operating  experience,  and  has  nt'\  t 
laimched  a  product.  Moreover,  his  ta<k 
daunting.  While  Japanese  transplant 
tj'pically  copy  plants  back  home  and  a: 
semble  existing  models  at  first,  Renschlt 
will  have  to  simultaneously  debue 
product,  a  manufacturing  process,  and 
workforce.  "It's  a  prescription  for  disa.- 
ter,"  says  James  E.  Harbour,  a  Tru 
(Mich.)  manufactuiing  consultant.  "Tliei- 
are  too  manv  variables." 


Renschler's  manufacturing,  engineeriifi 
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never  iraagjiKu  ym  couri  m 

TTie  power  to  A)  what 
you 

never  imagined  ym  could  do, 

The  power  to  mate  others 
see  beyond  the  surface. 

The  power  to  raafee  a  lifelfjing 
dream  mme  true. 

The  power  to  shine 

The  power  to  be  accepted  for 
whoyourealfyare. 

The  power  to  not  always 
have  to  ask  for  help. 

It's  the  power  of  freedfm. 

It's  the  power  of  independence. 

It's  the  power  of  Macintosh* 

The  power  to  be  your  best! 


tMischler  certainly  belies  the  stereo- 
■  (jf  the  buttoned-down  Mercedes  ex- 
ive.  Raised  on  the  family  farin  near 
tgart,  he's  as  comfortable  with  facto- 
A^orkers  as  he  is  with  board  mem- 
■;.  Even  if  he  weren't  6  feet  4  inches 
his  ebullient,  gregarious  nature 
,  lid  make  him  stand  out.  His  boss, 
rgen  Hubbert,  managing  du-ector  in 
I  <:ge  of  the  passenger-car  unit,  admits 
-(imetimes  asks  Renschler  to  don  a 
e  conservative  tie  or  jacket  before 
ressing  the  board.  A  night  owl, 
ischler  usually  airives  at  work  late  in 
morning  but  toils  as  late  as  3  a.m. 
Vs  pail  of  a  plan  to  adapt  the  best  op- 
ting techniques  of  other  companies, 
i.seliler  has  tapped  managei-s  from,  the 
s  of  Chrysler,  Ford,  Mitsubishi,  and 
ly.  But  their  varied  backgi'ounds  can 
rk  lengthy  debates.  For  instance,  Tby- 
alum  Taylor,  vice-president  of  pro- 
■tion,  spent  Thanksgiving  weekend  of 
3  lioled  up  in  a  Tbscaloosa  motel  with 
lozen  German  and  American  col- 


agues,  hashing  out  a  factory  layout, 
erman  engineers  wanted  a  sprawling 
-shaped  building  with  departments 
fiked  by  complex  conveyors.  But  after 
idless  wi-angUng — and  a  break  for  tui"- 
ey  dinner — those  with  Japanese  experi- 
ace  prevailed,  and  the  gi*oup  settled  on 

compact,  rectangular  design. 

Tb  forge  his  diveree  group  into  a  team, 
lenschler  is  going  all-out  to  erase  Mer- 
edes'  stiff  fomiality  and  encourage  per- 
onal  bonds.  Hence  his  thi"ee-day  wilder- 


ness trek  with  eight  lieutenants.  Even 
more  unusual  for  a  top  Mercedes  execu- 
tive, he  has  tried  to  build  ties  vrith  em- 
ployees at  all  levels.  In  May,  he  and  Tay- 
lor hosted  seven  Alabama  maintenance 
workers  who  had  been  sent  to  GeiTnany 
for  training.  After  dinner  at  an  Italian 
restaui'ant,  the  gi'oup  moved  to  a  pub 
and  then  to  late-night  clubs,  dispersing 
just  in  time  for  Renschler  to  meet  his 
girlfriend's  10:30  a.m.  flight  fi-om  Eng- 
land. "That's  the  way  communication  gets 
going,"  he  asserts,  "not  in  an  official  ap- 
pointment in  my  office." 
ADAPTABLE.  Renschler  is  pushing  chang- 
es in  Mercedes'  leaden  product-develop- 
ment process,  too.  To  save  time  and  mon- 
ey, the  AAV  will  have  100  primary 
suppUers — vs.  1,000  for  the  just-intro- 
duced E-class  sedan.  In  addition,  supph- 
ers  get  a  fi"eei'  hand  in  designing  parts, 
sometimes  adapting  off-the-shelf  compo- 
nents instead  of  always  starting  fi"om 
scratch  as  in  the  past.  And  rather  than 
make  suppUers  bid  for  business  annually 
as  Mercedes  usually  does,  Renscliler  has 
been  offering  multiyear  contracts  in  re- 
turn for  annual  5%  price  cuts. 

Renschler  has  also  championed  in- 
depth  market  research,  hoping  to  emu- 
late Japanese  success  in  tailoring  prod- 
ucts to  U.  S.  buyers.  In  the  past, 
Mercedes  sought  consumer  input  only 
after  designs  were  set,  but  with  support 
fi'om  Renschler  and  Zetsche,  Folger  in 
early  1993  organized  consumer  focus 
gi'oups  in  New  York,  Los  Angeles,  Co- 
logne, and  Munich.  When  the  S-shaped 
rear  roof  support  reminded  potential 
U.  S.  buyers  of  a  homely,  1970s-era  amc 
Gremlin,  the  design  was  changed,  per- 
haps averting  a  cUsaster. 

Renschler's  boat-rocking  has  won  him 
his  shai'e  of  enemies  within  the  company. 
"Lots  of  people  are  envious"  of  his  rise 
or  are  thi'eatened  by  the  changes  he's 
pushing,  says  one  insider,  and  some  are 
quietly  hoping  for  him 
PARTS  TIME:         to  fail.  Such  sour  feel- 
Suppliers  have     ings  could  slow  Mer- 
been  invited  to      cedes'  effort  to  remake 
be  creative,  too     itself.  Top  execs  say 
  the  AAV  project  is  al- 
ready influencing  other  future  products, 
such  as  the  Micro  Compact  Car,  a  two- 
seater  being  developed  with  Swatch  pai'- 
ent  SMH  Cor-p.  A  similarly  ft-eewheeling 
team  will  design  it,  and  it  will  be  as- 
sembled in  France.  But  wholesale  adop- 
tion of  Renschler's  innovations  may  come 
only  if  the  aav  is  a  smash  when  it  hits 
showi'ooms  in  1997.  Until  then,  Renschler 
himself  is  out  on  a  ledge. 

By  David  Woodruff  in  Detroit,  unth 
Karen  Lowry  Miller  in  Stuttgart 


1  design  freedom  is  unprecedented 


For  more  information  on  Apple 
products,  contact  us  at  800-600-7808, 

800-7SS-0601(TTY),or  on  the 
Internet  at  applewdsg@eworld.com. 
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Our  Business  II 
See  What  The  C 


lelping  ibur s 
petition  Carit 


Both  you  and  your  cmnpetitimi  have  similar  goals  in  sight. 
And  who  gets  there  first  will  depend  on  luho  has  a  sharper  vision 
of  the  future. 

GE  Capital  Services  can  help  you  provide  your  customers  with 
more  value -giving  you  the  competitive  edge.  Like  helping  a  major 
auto  cojnpany  develop  a  natiomuide  leasing  program  luithin  60  days, 
which  involved  the  successful  training  of  54  dealers.  Or  helping 
a  membership  warehouse  club  achieve  growth  through  sales  while 
allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  loere  25  diversified  businesses.  Each 
one  is  dedicated  to  developing  and  delivering  products  and  services 
that  help  you  see  opportunities  before  the  competition.  Give  us  a  call 
at  1-800-243-2222.  And  see  what  the  competition  cant 


GE  Capital  Services 

Our  Business  Is  Helping  Yours  ' 


] 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING  •  CONSOLIDATED  FINANCIAL  INSURANCE 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY 
FLEET  SERVICES  •  GECC  FINANCIAL  (HAWAII)  •  GENSTAR  CONTAINER  •  GLOBAL  CONSUMER  FINANCE 
GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE 
MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


GLOBAL  INV 


Special  Report 


When  investing  in  developing  economies,  it  pays  to  do 
yom-  homewoi'k.  Just  ask  Josephine  Jimenez. 
Jimenez,  co-manager  of  the  $1.1  billion  Montgomeiy 
Emerging  Markets  Fund,  jetted  to  Chiapas  after  In- 
dian peasants  launched  an  uprising  in  the  southern  Mexican 
state  early  last  year.  Wonied  that  the  rebellion  could  signify 
deep  problems  for  the  economy,  Jimenez  spent  several  days 

poking  around 
dusty  public 
libraries  and 
talking  to  local 
residents.  But 
it  was  the  impassioned  sennons  delivered  by  local  parish 
priests  that  convinced  the  Philippines-bom  Jimenez  that 
big  troubles  were  brewing  in  a  presidential  election 
year.  "I  could  identify  the  emotional  chords  they 
were  playing,"  she  says.  So  as  soon  as  Jimenez 
retiuiied  to  her  San  Francisco  olBce, 
'Let's  pack  om-  bags  now.' "  In  one  swoop 
she  dumped  nearly  all  the  fimd's  Mexi- 
can holdings  and  moved  the  proceeds 
to  Asia. 

Jimenez'  shift  was  remai'kably 
prescient.  By  yeai-end,  the  pres- 


siu'es  of  U.  S.  interest-rate  hikes  and  the  Mexican  economic  a 
political  problems  that  surfaced  fu'st  in  Chiapas  had  come  t(  3 
head.  Unable  to  finance  his  country's  imports  with  forei 
cash  any  longer,  newly  elected  President  Ernesto  Zedi 
abmptly  devalued  the  peso,  sending  Mexican  stocks,  bonds,  a 
emerging  markets  ai'ound  the  world  into  a  panic.  Now,  mc 
than  a  year  after  her  big  move,  Jimenez  emphasizes  the  cr 
cal  factor  in  her  investment  strategy  for  emerging  markets.  "1 
impoitant  to  follow  the  political  situation  as  well  as  companie 
says  Jimenez,  whose  fund  took  a  hit  even  with  her  Mexico  83 
"You  have  to  pay  very  close  attention  to  political  risk." 


How 
They 
Rate 


Bankers  Trust  Co. 
fund  managers  have 
ranked  leading  eiyierg- 
ing  markets  in  terms 
of  growth,  politics, 
liquidity,  and  other 
factors.  Tfiey  view  the 
U.S.  as  getting  pricey. 
Other  markets  earn 
higher  scores. 


U.S.  Rating:  100 
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TING 


Emerging  markets 
hold  some  of  the  best 
prospects  for  growth 


this  year  of  the  Mexican  meltdown,  that's  advice  worth 
ing.  Politics  were  lai'gely  ignored  in  1993  and  much  of  1994, 
1  investors  seeking  an  alternative  to  rock-bottom  U.  S. 
•est  rates  threw  cash  at  emerging  markets  with  abandon 
assumed  that  rapid  economic  growth  would  continue  for 
s.  But  now  that  sanity  has  retiUTied,  the  interplay  be- 
■n  politics  and  economics  has  once  again  become  the  factor 
;ckon  with.  "We  have  to  be  more  focused  on  stresses  and 

strains,"  says  Mark 
Breedon,  manager  of 
the  New  York  Stock 


USSIA 


Exchange-listed  Global  Privatization  Fund.  Indeed,  Paul  Diu-- 
ham,  vice-president  of  Bankers  Tiust  Co.'s  Sydney  (Australia)- 
based  bt  Funds  Management  unit,  notes  that  "one  of  the  les- 
sons people  learned  in  the  past  12  months  is  that  all  emerging 
markets  are  not  equal." 

That  maxim  certainly  holds  true  today.  From  Taipei  to 
Moscow  to  Bogota,  there  is  no  shortage  of  political  jitters 
roihng  markets.  To  help  decide  which  markets  to  favor,  bt — 

like  many  of  its  ri 

CHINA 


vals — has  developed 
mathematical  models 


)litics  are  scary.  But 
5  ruble  has  stabilized, 
id  natural-resource 
Dcks  are 
leap. 


Growth  should  revive  in 
1996.  But  money  is  tight. 
And  beware  of  rising  ten- 
sions with 
Taiwan. 


iming  high-tech  stocks 
enlivening  the  market, 
are  falling  rates  and 
ling 
5ions. 


SOUTH  A  FRIG  A 

Local  companies  are 
quickly  expanding  across 
Africa.  But  stocks  are  no 
longer 
bargains. 


Rating:  119 
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that  attempt  to  quantify  the  risks  of  investing  in  emerging 
markets.  In  this  repoil,  BUSINESS  WEEK  presents  several  of 
bt's  key  conclusions.  Weighing  the  likelihood  of  political  in- 
stabihty  against  such  factors  as  liquidity,  valuations,  and 
expected  earnings  growth,  Durham  rates  the  Philippines, 
Indonesia,  South  Korea,  and  Israel  among  the  top  mai'kets  in 
the  world. 

In  such  top-rated  mai'kets,  he  believes,  investors  could  reap 
total  annual  returns  of  20%  to  30% — much  higher  than  they 
might  exjject  in  the  U.  S.  Many  of  these  markets  have  been  ral- 
lying smaitly  in  recent  months  (chaits)  as  investore  look  to  the 
developing  world  for  a  long-term  payoff.  Jimenez'  fimd  alone 
has  garnered  some  $2  million  in  new  cash  per  day  this  year. 

Why?  At  a  time  when  the  U.  S.  stock  market  is  near  a 
historic  high,  there  is  still  plenty  of  action  overseas.  While 

it's  way  below  its 
record  highs,  Shang- 
hai's B-share  mar- 
ket— the  one  open  to 
foreigners — has  moved  up  26%  since  May  amid  signs  that 
authorities  soon  may  loosen  their  anti-inflation  credit 
squeeze.  The  Philippines  is  winning  adherents  for  its  eco- 
nomic about-face.  The  Middle  East  is  drawing  plenty  of 
interest,  too:  Israel's  stock  market,  buoyed  by  a  takeoff  in 
high-tech  issues,  is  soaring.  Jordan  is  planning  privatizations 
and  new  investment  and  tax  laws  to  shock  the  Amman  Fi- 
nancial Market  out  of  its  torpor  And  Lebanon  is  preparing 
to  reopen  Beirut's  bourse  for  the  first  time  since  civil  war 
closed  its  doors  in  1983. 

Things  also  seem  more  secui-e  for  Latin  America.  The  Mex- 
ico City  market  has  rebounded  51%  (in  doUai-  tenns)  over  the 
past  six  months.  Cliile,  whose  massive  domestic  savings  pool 
helped  protect  the  Santiago  market  fi-om  the  past  months' 
storins,  is  humming  along  nicely.  Peru  is  in  high  geai'  as  Pi'es- 
ident  Alberto  Fujimori  presses  refoiTns.  The  Buenos  Aii-es 
Stock  Mai'ket  has  soai-ed  70%  since  March  as  more  than  $4  bil- 
lion in  deposits  have  returned  to  local  banks  after  President 
Carlos  Menem's  pledge  to  keep  the  Argentine  peso  fii-mly 
pegged  to  the  doUar.  "The  tequila  effect  is  gone  fi'om  Ai-genti- 
na,"  Menem  tells  business  week.  "We  have  gotten  over  the 
main  part  of  the  Mexican  crisis." 

HUGE  CASH  FLOWS.  All  of  this  is  music  to  the  ears  of  many 
pros  who  have  never  gotten  off  the  emerging-mai'ket  bandwa- 
gon. Baring  Securities  International  Ltd.  strategist  Michael  J. 
Howell  figures  that  investors  will  move  some  .$25  billion  into 
developing  countries'  bourses  in  1995,  the  thii'd-largest  inflow 
on  recortl.  Already,  the  International  Monetary  Fund  esti- 
mates, 16(2  of  every  dollar  flowing  into  major  Western  mutu- 
al, pension,  and  hedge  funds  is  going  to  emerging  markets.  In 
1987,  two  years  before  the  Berlin  Wall  fell  and  the  number  of 
investment  opportunities  exploded,  emerging  markets  gar- 


Emerging  Stock  Markets  Are  Recovering 


Despite  dicey  politics,  former 
communist  bloc  nations  are 
attracting  value  investors 


HUNGARIAN  DRUGMAKER  CHINOIN  IS  WINNING  PLAUDITS 
FOR  ITS  STRONG  R&D  AND  A  20%  RETURN  ON  EQUITY 
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nered  bai'ely  a  half-cent  of  every  doUar  fund  managers  raisi 

But  3  billion  potential  new  consumers  are  now  striving  to  (  15, 
ter  the  global  economy.  That's  opening  up  investment  in  s\,  5j 
critical  industries  as  telecommunications,  banking,  constn  jj 
tion,  and  consumer  goods,  where  demand  has  been  repress 
for  decades.  "The  bottom  line  is  that  emerging-market  econo 
ic  development  is  happening  on  a  titanic  scale,"  says  Amab  I 
nei'ji,  chief  investment  officer  for  London's  Foreign  &  Colon 
Emerging  Markets  Ltd.  "Mexico  v, 
just  a  hiccup.  If  you're  really  taking 
five-yeai-  view,  nothing  has  changei 
Since  many  markets  and  muti 
funds  have  yet  to  fully  recover  tht 
losses,  that  may  be  overstati: 
things.  And  the  "hiccup"  was  in  fe 
an  important  warning  to  investc 
and  government  officials  that  th 
will  have  to  factor  into  theii'  calcu' 
tions  a  poweiful  new  force  in  glot 
investing:  so-called  hot  money — ^hu 
pools  of  institutional  capital  that  e 
be  moved  in  and  out  of  economi 
with  lightning  speed. 

To  be  sure,  as  the  IMF  recent 
concluded,  Mexico's  financial  crii 
was  spai-ked  as  much  by  disillusion 


I 
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domestic  investors  as  by 
offshore  money  managers 
leaving  town.  Neverthe- 
less, once  the  big-bucks 
foreigners  joined  the  lo- 
cals' stampede,  there  was 
little  to  stop  the  run  on 
the  markets.  "The  rules 
of  the  game  have  really 
changed,"  says  Jorge 
Suarez-Velez,  managing 
director  of  Mexico's  Afin 
Securities.  When  hot 
money  flees,  even  a  coun- 
tiy  such  as  Mexico,  with 
a  North  American  trade 
deal,  a  tight  national  bud- 
get, and  single-digit  infla- 
tion "can  still  get  into 
trouble  with  the  foreign 
funds." 

That  realization  is  hav- 
ing a  potent  disciplinary 
effect  across  the  develop- 
ing world.  In  country  af- 
ter country,  government 
officials  and  central  bank- 
ers are  scrambling  to  find 
ways  to  boost  savings, 
promote  direct  foreign  in- 
vestment, and  stabilize 
their  currencies  as  ways 
^ing  dependence  on  volatile  portfolio  flows.  They're  also  im- 
ving  government  and  corporate  disclosure  to  make  investors 
I  more  at  home.  As  part  of  the  price  of  its  $50  billion  bailout 
the  U.  S.  and  other  industrial  nations,  Mexico  is  now  making 
ekly  announcements  about  the  level  of  its  hard-currency 
erves.  Notes  Buenos  Aires  Stock  Exchange  President  Julio 
Macchi:  "The  way  to  cushion  the  effect  of  outside  forces  is  to 
re  as  much  information  as  possible  about  macroeconomic 
icy  and  companies." 

\CE  TALKS.  This  change  in  attitudes  will  go  a  long  way  to- 
rd  validating  the  fundamental  case  for  investing  in  emerging 
rkets.  Simply  put,  for  all  their  fits  and  starts,  emerging 
rkets  still  hold  some  of  the  world's  best  prospects  for  robust 
momic  growth  and  healthy  earnings.  In  a  year  when  the 
)ss  domestic  product  of  the  U.  S.  and  Western  Europe  may 
3and  by  little  more  than  2%  and  Japan  is  bat- 
ig  recession,  Asian  output,  for  instance,  is  ex- 
ited to  grow  by  a  solid  7.6%  in  1995,  according 
Union  Bank  of  Switzerland.  The  Middle  East, 
lefiting  from  Arab-Israeli  peace,  could  grow  by 
re  than  4%.  Even  Mexico,  which  is  likely  to  see 
economy  shrink  a  staggering  5%  this  year,  is 
iely  expected  to  be  moving  forward  by  1996  or 
.  All  told,  the  IMF  beheves  developing  coun- 
es  will  grow  twice  as  rapidly  as  the  industrial 
rid  for  the  remainder  of  the  decade. 
Despite  the  growth  story,  stocks  in  many 

ferries  over  tensions  with 
hina  have  pushed  Taiwan's 
:ocks  down  nearly  40% 


IREST  IN  TAIPEI:  BEIJING  HAS  BEEN  TALKING 
'ENLY  OF  LAUNCHING  AN  INVASION 


MARKET  WATCHERI 


Mark  Breedon 

Manager,  Global  Privatization  Fund 

WHERE  TO  INVEST  Start  with  South  African  steel  and 
Indonesian  and  South  Korean  telecoms.  Then  go 
for  utilities  in  Hungary. 

WHAT  TO  AVOID  Shun  comnnodities.  Watch  out  for 
disappointing  growth  in  Latin  America,  especially 
in  Mexico. 

emerging  markets  still  can  be  cheap.  Take  Telefonos  de  Mexi- 
co, the  phone  utility  that  many  view  as  a  bellwether  for  emerg- 
ing-market stocks  worldwide.  With  its  American  depositajy  re- 
ceipts (adrs)  trading  around  $32,  Tebnex  is  now  56%  off  its 
record  high  of  1994  and  is  trading  near  where  it  was  when  the 
privatized  company  was  floated  on  the  nyse  in  1991.  But  since 
then,  Telmex  has  poured  nearly  $10  billion  into  everything 
from  rural  phones  to  digital  networks  of  fiber-optic  cables.  At 
today's  stock  price,  you  get  all  that  investment  for  free. 

The  value  gap  is  also  apparent  in  the  former  communist 
bloc.  Chinoin,  a  Hungarian  pharmaceutical  maker  partly  owned 
by  French  drug  manufacturer  Sanofi,  has  won  plaudits  for  its 
strong  research  and  development  efforts  and  its  20%  return  on 
equity  for  the  past  three  years.  Yet  its  stock  fetches  a  price- 
earnings  ratio  of  less  than  4.  Siirj^risingly  enough,  however,  it's 
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Russia  that  is  making  some  brave  value  investors  take  notice. 
Tumultuous  politics,  tottering  banks,  stumbling  economy,  and 
questionable  coi-porate  reporting  faze  all  but  the  most  in- 
trepid investors.  But  Moscow's  stock  market  is  sending  out 
deeper  and  deeper  roots.  A  few  privatized  coi-porations  eveji 
are  working  on  issuing  adrs. 

Many  fund  managei"s  ai'e  high  on  Lukoil,  the  Russian  ener- 
gy' giant  whose  shares  trade  in  Moscow.  Although  it's  one  of 

the  world's  largest  pe- 
troleum producers, 
controlling  15%  of 
Russia's  oil  output,  in- 
vestors value  Lukoil's  reserves  at  a  tenth  of  what  they're  will- 
ing to  pay  for  those  of  Exxon  Coi^p.  But  will  such  a  gaping 
disparity  persist?  Atlantic  Richfield  Co.,  betting  it  won't,  is 
spending  $250  million  on  bonds  convertible  into  Lukoil  stock. 
Says  Franklin  Templeton  emerging-market  gum  Mark  Mo- 
bius,  who  recently  launched  a  $70  million  Russian  closed- 
end  fund  in  the  U.  S.:  "Change  is  embedded  in  the  psycholo- 
gy of  the  people." 

WILD  TIMES.  While  coimtiy  funds  such  as  Mobius'  Russian 
vehicle  appeal  to  many  investors  who  want  to  take  a  direct 
stake  in  a  single  economy  or  company,  many  mai'ket  pros  sug- 
gest that  a  much  safer  approach  is  \ia  emerging-mai'ket  mutu- 
al fimds  that  invest  their  assets  around  the  world  (table). 
That's  because  indi\idual  mai'kets  can  be  flight eningly  ilhquid 
and,  as  a  result,  often  gATate  wildly.  "I  wouldn't  want  to  concen- 
trate on  any  one  country  or  region,"  says  Alhance  Capital 
Management  global  analyst  Robert  G.  Heisterberg,  who  helps 
manage  some  $2  bilhon  in  emerging-market  assets  spread 
among  two  dozen  countries.  "In  a  lot  of  markets,  it's  feast  or 
really  get  hiu-t." 

Choosing  cheap  investments,  either  funds  or  individual 
securities,  won't  necessarily  insulate  investors  if  politics  go 
awTy.  Mexican  Pi'esident  Zedillo  is  facing  a  10.5%  di'op  in  gdp 
during  the  second  quarter  and  a  painful  credit  squeeze  on  the 
countiy's  middle  class.  To  defuse  a  political  challenge  fi'om  a 
restive  debtors'  movement,  he  is  channehng  more  than  $1  bil- 
lion into  a  plan  to  slash  interest  rates  for  consumers  and 
business.  Investors  fear  that  if  he  spends  too  freely,  the 
peso  will  weaken  again,  erasing  gains  fi"om  the  recent  rally  in 
stocks. 

Politics  are  even  dicier  in  Colombia.  Bogota's  stock  mai'ket 
has  fallen  more  than  10%  over  the  past  month  as  Pi'esident 
Emesto  Samper  declai-ed  a  state  of  emergency  amid  allegations 
that  his  election  campaign  received  up  to  .$6  million  from  the 
Cah  diaig  caiiel  last  yeai\  But  Baring  Seciuities'  Bogota  re- 
search chief,  GuilleiTno  Seirano,  tliinks  Colombia's  democracy 
and  mai-kets  ai-e  durable  enough  to  weather  the  crisis  without 
too  much  more  damage  if  Samper  should  resign. 

Some  anal\'sts  ai'e  more  concerned  about  the  UkelOiood  of  po- 


Marc  Faber 

Independent  Hong  Kong  money  manager 

WHERETO  INVEST  Go  for  ultra  high-risk  markets 
where  big  gams  are  possible.  That  means  Russian 
oil  and  gas  stocks  and  North  Korean  debt. 


WHAT  TO  AVOID  Steer  clear  of  other  developing  mar- 
kets unless  U.S.  stocks  rally  further.  Be  especial! 
wary  of  political  tensions  in  Asia. 

litical  strife  in  Asia,  up  to  now  an  oasis  of  comparative  calm  £ 
torrid  gi'owth.  Just  last  year,  analysts  and  funds  were  prom 
ing  India  as  the  new  gold  mine  for  investors.  More  recen 
they  were  boosting  Taiwan,  saving  that  earnings  were  soar: 
and  the  mai'ket  looked  siu"e  to  climb.  But  Taiwan's  stock  m 
ket  has  plummeted  nearly  40%  tliis  summer  as  China  1 
stepped  up  pressiu'e  on  Pi'esident  Lee  Teng-hui  by  testi 
ballistic  missiles  scai'cely  100  miles  offshore  and  talking  opei 
of  an  invasion.  India,  too,  has  become  a  question  mai'k.  A  rel 
ious  paity  coalition  in  the  key  state  of  Mahai-ashtra  is  fright< 
ing  away  foreigners  by  canceUng  a  $2.8  bilHon  power-plj 
deal  with  Em'on  Coip.  Developments  such  as  these  prompt 
alyst  Alan  Stoga  of  the  consulting  ftnn  of  Kissinger  As 
dates  Inc.  to  conclude  that  the  potential  for  fiuther  instabil 
looms  over  the  entu-e  region. 

With  the  cold  war  over,  China,  Japan.  India.  Indone: 
and  iiossibly  Russia  will  be  competing  for  influence  in  the  1 


A  TOifiitUR  FOR  FUNOS^ 


Largest  U.S.-listed  emerging-market  funds 


OPEN-END  FUNDS 


CLOSED-END  FUNDS 


ASSETS 

BILLIONS 

1995  TOTAL 
RETURN* 

ASSETS 

BILUONS 

1995  TOT/ 
RETURN^ 

TEMPLETON  DEVELOPING  MKTS.! 

2.2 

4.2% 

CHILE  FUND 

0.4 

9.5$ 

FIDELITY  EMERGING  MKTS. 

1.4 

0.2 

G.T.  GLOBAL  DEVELOPING  MKTS. 

0.4 

-2.6 

MERRILL  LYNCH  DEV.  CAP.  MKTS.  A 

0.4 

-3.1 

MORGAN  STANLEY  INDIA 

0.4 

-3.3 

MONTGOMERY  EMERGING  MKTS. 

1.1 

-3.4 

KOREA  FUND 

0.6 

-4.1 

MORGAN  STANLEY  INS.  EM.  MKTS. 

1.0 

-6.2 

MORGAN  STANLEY  ASIA-PACIFIC 

0.7 

-8.0 

DATA:  MORNINGSTAR  INC. 

"Through  Aug.  21 
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It's  the  largest  twin-engine  jetliner  ever  built.  And  it  was  all  put  together  inside  a  computer.  There  were  no  paper  drawings. 
There  were  no  mock-ups.  Instead,  engineers  used  various  computers  to  "assemble"  the  aircraft  digitally.  Our  computers  were  used  to 
visualize  in  three  dimensions  how  millions  of  parts  and  pieces  fit  together.  The  result  was  unparalleled  levels  of  accuracy,  a  substantial 
savings  of  time  and  money,  and  a  finished  product  that's  already  exceeding  expectations  of  airlines,  flight  crews,  and  passengers. 

We're  proud  that  we  could  participate  as  one  of  the  many  partners  in  this  collaborative  and 
historic  endeavor.  And  we  congratulate  the  innovative  spirit  that's  soaring  at  Boeing.  ^''^ 


Silicon  ^  Graphics 

See  what's  possible 


"Incredible  levels  of 
profitability  are  possible"  i 
Brazil,  one  analyst  says 


.1 


cific.  Moreover,  most  of  the  region's  major  countries  face  lead- 
ership changes  in  the  next  five  years.  That's  certainly  a  point 
to  consider  in  China,  where  the  question  of  who  will  nan  the 
country  after  the  death  of  the  ailing  Deng  Xiaoping  is  a  major 
concern.  As  a  result,  Stoga  advises  investors  to  look  for 
"much  higher  retums  than  they  seem  veiling  to  accept  in 
Asia.  The  lisk  in  the  region  is  going  to  be  higher,  not  lower" 
ACHING  HEADS.  Others  counter  that  they  are  factoring  in  the 
risks.  The  trick,  they  say,  is  to  insist  on  high  enough  potential 
profits  to  compensate  for  the  possibiUty  that  youi'  holdings 
will  be  wiped  out.  "Tb  invest  in  an  emerging  economy  and  have 
all  the  headaches  that  go  vrith  it,  I  should  see  substantial  cap- 
ital gain  potential,"  says  independent  money  manager  Mai"c 
Faber  "Othei'vnse,  it's  hai'dly  worth  it." 

To  Faber,  that  means  taking  a  flyer  on  oil  and  gas  stocks  in 
Russia.  "If  Russia  can  move  successfully  to  be  a  Western 
capitalist  society,"  he  predicts,  "its  shares  could  be  mind-bog- 
gling." But  other  Asian  pros  prefer  sticking  closer  to  home. 
Hong  Kong-based  analyst  Alan  Butler-Henderson  of  Baring 
Securities  recommends  moving  into  the  British  colony  de- 
spite its  imminent  takeover  by  Beijing  in  1997.  He  ai'gues  that 
Hong  Kong's  trade  balance  is  improving  as  the  economy 
slows.  That  will  boost  market  Uquidity,  attract  foreign  inves- 
tors, and  push  the  Hang  Seng  Index,  already  up  12%  this  yeai-, 
past  the  record  high  of  12,157  it  set  in  1994.  Fund  manager 
Mobius  is  so  convinced  that  the  colony  will  remain  the  gate- 
way to  the  mainland's  economy  that  he  has  plunged  most  of  a 
$4  billion  wager  on  China  into  companies  based  in  Hong 
Kong.  Says  Mobius:  "We're  betting  life  will  go  on." 

Other  Asia  hands 
are  looking  to  South 
Korea,  where  declining 
interest  rates,  cooling 
inflation,  and  rapid  eai'nings  growth  are  giving  equities  a  hft. 
Schroder  Capital  Management  International  Inc.  Director 
Laura  E.  Luckyn-Malone  is  putting  her  faith  in  Samsung 
Group.  Its  semiconductor  sales  are  siu-ging,  yet  it  trades  at  a 
modest  price-earnings  ratio  of  8.  "Samsung  is  really  giving 
the  Japanese  a  run  for  then'  money,"  she  says.  "They're  going 
from  strength  to  strength." 

While  Asia  remains  the  world's  growth  machine,  some  pros 
believe  South  Afi-ica  has  equal  potential.  Emerging  li-om  yeai's 
of  apartheid  and  worldwide  opprobrium,  heavily  industrialized 
South  Africa  is  vying  to  become  the  commercial  hub  of  the  vast 
area  south  of  the  Sahara.  There  are  drawbacks:  soaring  crime 
and  the  nation's  futiu'e  after  President  Nelson  Mandela,  who  at 
77,  has  taken  on  legendary  proportions.  But  that  doesn't  stop 
Carmen  Maynard,  director  of  liind  management  at  Johannes- 
burg's Martin  &  Co.,  from  recommending  such  mainstays  as 
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TELECOM  COMPANIES  SUCH  AS  TELEBRAS  Al 
TELESP  ARE  PULLING  IN  A  LOT  OF  CAPITAL 


Pepkor,  a  low-price  retail  chain,  or  South  Afri  I 
Breweries  Ltd.,  which  provides  90%  of  the  cc 
try's  beer  and  is  moving  quickly  into  Zambia,  1 
zania,  Mozambique,  and  even  China, 

Still,  for  many  investore,  the  region  that's  syi 
ymous  with  emerging  markets  is  Latin  Amer 
where  once  debt-ridden  coimtries  have  taken  h 
strides  toward  restructuring  their  economies. 
Mexico,  the  Zedillo  government  has  strugglec 
set  things  right  since  the  crash.  Although  the  ( 
has  been  high,  Mexico's  trade  balance  is  in  the  black,  the  p 
appears  stable,  and  the  solvency  crisis  that  triggered  the  m 
down  has  evaporated  in  the  face  of  U.  S.  aid.  Most  of  the 
ernment's  tesobonos — dollar-linked  debt  that  came  bac 
haunt  Mexican  and  foreign  investors  alike — have  been 
off.  And  the  government  has  returned  to  intemational  cap] 
markets,  selling  $2.1  billion  in  debt  this  summer. 

Amid  the  rebuilding  effort,  analysts  are  stalling  to  find 
ue  in  Mexican  stocks  again.  Many  like  Penoles,  a  big  sUver-n 
ing  gi'oup  that  has  benefited  fi'om  rising  bullion  prices  and 

export  boom.  Recer 


MARKET  WATCHER 


Laura  E. 
Luckyn-Malone 

Manager, 
Schroeder  Asian  Growth  and 
Emerging  Market  funds 

WHERETO  INVEST  Focus  on 
Thai  and  Malaysian  bank 
and  homebuilding  stocks, 
Korean  high-tech  shares, 
and  Brazihan  telecom 
issues. 

WHAT  TO  AVOID  Taiwan  looks 
cheap  but  "it's  a  casino-type 
market  where  it's  very  diffi- 
cult to  be  successful." 


analysts  have  ad( 
Desc,  a  conglomer 
with  holdings  in  pel 
chemicals  and  a 
parts,  as  well  as  E 
presas  La  Modem; 
cigarette  producer  t 
has  moved  into  fr 
vegetable  exports 
acquired  Asgrow  & 
Co.  Grupo  Carso, 
big  holding  compi 
that  owns  a  chun' 
Telmex,  also  rem; 
popular  for  its  h 
nosed  skill  at  hand! 
its  finances. 

Brazil  and  Argent 
offer  similar  vali 
Malcobn  Gibson,  an  a 
lyst  at  Roberts  Cap 
Markets  in  Bue 
Aires,  thinks  Ai'gent 
steelmaker  Siderca 
fers  "tremendous  c 
flow,"  rising  expoi 
and  annual  earnii 
growth  of  35%. 
Perez  Companc,  the 
energy  gi'oup,  is 
panding  across  the  tj 
der  Its  recent  purch] 
of  the  Brazilian  elec 
company  Escelsa  cot| 
bring  "massive  prod;| 
tivity  gains." 

Some  Brazilian  invSj 
tors  are  taking  he^ 
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WHY  LUG  THE 
PAPERWORK 
WHEN  YOU  CAN 
POCKET  THE  OFFICE! 

With  a  Psion  Series  3a  you  can  not  only  pocket  all  the 
information  squeezed  into  bulging  paper  systems — you  can 
also  download  data  from  your  PC's  wordprocessor, 
scheduler,  spreadsheet  and  database  ...  and  work  on  it  any- 
where, anytime,  using  its  built-in  software. 

Real  power  ...  No  other  palmtop  matches  the  Series  3a's 
capabilities,  versatility  or  performance.  It's  a  powerful 
computer  with  windows,  menus  and 
icons  as  standard,  plus  the  most 
advanced  organizer  functions  around. 
But  then,  we  did  invent  the  idea  (and 
have  sold  over  one  million  worldwide).  The  latest  Series  3a 
even  has  digital  sound-bite  recording,  and  there's  an  optional 
modem  for  fax,  e-mail  and  on-line  services. 

So  easy  to  use  ...The  Psion  Series  3a's  power  and  ease  of 
use  has  won  it  numerous  awards  and  acclaim  throughout  the 
world.  Priced  from  just  $399  and  with  up  to  2  Mega- 
bytes of  RAM  and  two  slots  for  limitless  extra  memory  and 
software,  you  just  won't  find  a  better  way  to  pocket  the  office. 

Call  1-800-99-PSION  for  more  information 
and  your  nearest  store. 


UKoiiig 


P  S 


THE  WORLD'S  NO.   I  PALMTOP 


Circuit  City  •  J  &  R  Music  World  •  Office  Depot  •  Nobody  Beats  the  Wiz 

Radio  Shack  •  Sears  •  Staples  •  The  Good  Guys  •  The  Sharper  Image 
and  Independent  Computer  Dealers.  Canada  —  call  SI4-98-PSION. 


United     States  Europe  Latin  America 

J  '• 


Special  Report 


from  President  Fernando  Henrique  Cardoso's  efforts  to  turn  the 
economy  away  from  consumption  and  toward  privatizations 
and  investment-led  growth.  Ulysses  Vasconcellos  Diniz,  direc- 
tor of  global  sales  and  distribution  at  Sao  Paulo's  Unibanco, 

thinks  telecommunica- 
tions wall  benefit  most 
from  this  switch.  With 
a  Baby  Bell-style  in- 
dustry restioicturing  likely,  he  is  betting  on  Telebras,  the  at&t 
of  Brasdl,  and  Telesp,  the  Sao  Paulo  local  phone  provider,  as  big 
winners.  Others  are  focusing  on  state-controlled  Companhia 
Vale  do  Rio  Doce,  the  world's  biggest  iron  ore  producer,  which 
Cardoso  wants  to  sell  off  for  $9  billion  next  yeai-.  Raves  Alliance 
Capital's  Heisterberg:  "The  Brazilians  have  survived  inflation  of 
5,000%.  The  quality  of  their  business  management  is  outstand- 
ing. Incredible  levels  of  profitability  are  possible." 


Although  such  euphoric  forecasts  have  become  increasi 
common,  no  one  will  fault  you  if  you  gaze  upon  them  wit 
gimlet  eye.  What  the  past  few  years  have  taught  many  in\ 
tors  is  that  in  emerging  markets,  hot  money  can  cover  a 
titude  of  shortcomings.  As  emerging  markets  come  out  from 
der  the  shadow  of  Mexico,  it  would  be  wise  to  consider  a  : 
key  points  before  you  take  the  leap.  How  stable  are  politid 
the  country  and  the  region?  How  well  are  policymakers  mar 
ing  currencies  and  economies?  Despite  the  markets'  setbac 
maintains  fund  manager  Breedon,  "over  time,  youH  get  bel 
returns  in  the  emerging  markets."  The  question,  as  always 
whether  you're  willing  to  take  on  the  risk. 

By  William  Glasgall  in  New  York,  with  Dave  Lindorff 
Hong  Kong,  Dnisilla  Menaker  in  Johannesburg,  Ian  Kati 
Sao  Paulo,  Elisabeth  Malkin  in  Mexico  City,  and 
Javetski  in  Paris 


THIS  ARGENTINE  GIANT  WANTS  A  UHLE  RESPECT 


Behind  the  wheel  of  his  Ford  Gal- 
axy, Luis  Angel  Castillo  weaves 
through  the  maze  of  the  Lujan 
de  Cuyo  refinery  in  the  Andean  foot- 
hills of  western  Argentina.  Just  a 
few  years  ago,  Castillo,  manager  of 
the  refinery,  would  have  encountered 
scores  of  maintenance  workers  dur- 
ing his  rounds.  Today,  the  facihty 
seems  all  but  deserted.  The  staff  has 
been  slashed  from  700  in  1990,  when 
it  was  state-OMTied,  to  just  49,  now 
that  its  operator,  ypf,  is 
in  private  hands.  "If 
everything  is  going  well, 
the  place  runs  itself 
from  the  control  room," 
he  boasts.  "The  fewer 
people,  the  better" 

Efficiency  is  the  man- 
tra of  YPF  these  days. 
Attempting  to  transform 
itself  from  elephant  to 
gazelle,  ypf,  which  con- 
trols half  of  Argentina's 
oil  market,  has  cut  its 
workforce  to  6,750  from 
51,000.  Once  aloof  and 
arrogant,  it  is  now  the 
most  pubUc-relations-conscious  com- 
pany in  the  country.  Its  logo  beams 
dowTi  from  shiny  new  outlets  selling 
only  environment-friendly  unleaded 
gasoline.  And  it's  making  money. 
Deficit-ridden  throughout  the  1980s, 
YPF  netted  $401  milHon  in  the  first 
half  of  1995,  two  years  after  it  went 
private.  Yet  it  is  still  looking  for  re- 
spect where  it  craves  it  most:  on  the 
floor  of  the  New  York  Stock 
Exchange. 

Although  Americans  and  other 
overseas  investors  now  owm  half  of 
ypf's  stock,  its  shares  have  lan- 
guifched  since  its  $3  bilhon  initial 
pubhc  offering  in  1993.  With  ypf 


American  depositary  receipts  now 
around  $18,  Merrill  Lynch  &  Co. 
First  Vice-President  Constantine  D. 
FUakos  figures  the  company  is  trad- 
ing at  half  of  the  value  of  its  net  as- 
sets. Its  oil  and  gas  reserves  alone — 
1  billion  barrels  of  crude  and  8.5 
trilUon  cubic  feet  of  gas — may  be 
worth  $29  per  adr.  "This  is  one  of 
the  cheapest  integrated  oil  companies 
in  the  world,"  says  portfolio  manager 
James  A.  Shore  of  San  Diego-based 


Brandes  Investment  Partners  Inc., 
which  has  snapped  up  3.5  milhon  ypf 
shares. 

UNSETTLIN&  Why  so  cheap?  Start 
with  jitters  over  Latin  markets  and 
the  economic  squeeze  Argentina  has 
been  forced  to  endure  since  the 
Mexican  market  collapse  earlier  this 
year.  Weighing  the  stock  dowm  even 
more  heavily  are  ypf's  controversial 
purchase  of  Maxus  Energy  Corp., 
a  Texas  oil  and  gas  producer  bur- 
dened with  $1.1  bilhon  in  debt,  and 
the  death  in  a  plane  crash  last 
May  of  ypf's  dynamic  ceo,  Jose  A. 
Estenssoro. 

The  $800  milUon  Maxus  acquisi- 


tion, initiated  a  month  before  before 
Estenssoro's  death,  was  particularly 
unsettling  to  investors.  Many  had 
bought  ypf  as  a  pure  play  on  Argen- 
tina and  were  unhappy  wdth  the  oil 
company  going  global.  Their  criticisn 
has  stung  ypf  and  illustrated  the  in- 
experience many  emerging-market 
corporations  have  in  massaging  new 
foreign  stockholders.  "We  weren't  ex 
pecting  that  kind  of  emotional  reac- 
tion," admits  new  ceo  Nells  Leon, 

DEFICIT-RIDDEN 
THROUGHOUT  THE 
1980s,  YPF  NETTED 
$401  MILLION  IN  THE 
FIRST  HALF  OF  1995 

68,  who  was  a  close  as- 
sociate of  Estenssoro. 
"They're  not  used  to  an 
emerging-market  com- 
pany buying  a  U.  S. 
company." 

Leon  insists  he's  con- 
tinuing Estenssoro's 
plans.  He's  counting  on 
Maxus'  offshore  techno! 
ogy,  honed  at  its  big  In- 
donesian oil-producing  operations,  to 
give  ypf  a  leg  up  on  exploring  Ar- 
gentina's coasthne.  With  domestic  oil 
output  expected  to  rise  15%  this 
year,  to  394,000  barrels  a  day,  Leon 
also  wants  to  sell  1  billion  cubic  feet 
of  gas  a  day  to  Brazil  and  more  to 
Chile.  And  he's  stepping  up  explora- 
tion in  Bolivia,  Ecuador,  Chile,  Peru, 
and  the  Gulf  of  Mexico.  He's  not  the 
showTnan  his  predecessor  was,  but 
Leon  is  just  as  determined  to  put 
YPF  on  the  roster  of  major  oil  pro- 
ducers— while  finally  giving  share- 
holders something  to  smile  about. 

By  Ian  Katz  in  Lujdn  de  Cuyo, 
with  bureau  reports 
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Inside  Wall  Street 


BY  GENE  G.  MARCiAL 

MCI:  SET  FOR  MORE 
OVERSEAS  CALLS 

In  1993,  when  the 
Dow  was  up  to 
3600  and  investors 
were  flocking  over- 
seas, investment 
manager  Wayne 
Noi'dberg  kept  on 
buying  American. 
His  faith  in  the 
Dow  has  paid  off. 
But  in  spite  of  the 
market's  sharp 
nmup,  value-play- 
er Nordberg  has 
remained  bulHsh. 

He  is,  in  particular,  snapping  up  stocks 
whose  price-earnings  ratios  have  lagged 
behind  the  Dow's  and  whose  worth  I'e- 
mains  uni"ecognized.  One  such  stock:  MCi 
Communications  (mcic). 

The  second-lai'gest  U.  S.  long-{listance 
carrier,  MCi  "is  destined  to  become  a 
global  giant  in  telecommunications,  yet 
the  Street  is  luiimpressed,"  notes  Nord- 
berg, paitner  and  head  of  equity  invest- 
ments at  Lord,  Abbett  &  Co.,  which 
manages  some  $18  biUion. 

MCi's  stock  has  hovered  between  20 
and  24  all  year.  Given  its  15%-to-20% 

GLOBAL  HOOKUPS  AHEAD 
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yearly  eai'nings  gi'owth  and  big  goals 
for  global  exi^ansion,  Noi'dberg  figiu'es  it 
will  hit  40  in  two  years. 

Many  think  a  shakeout  is  overdue  in 
telecommunications  and  that  cash-laden 
MCI,  with  revenues  of  $13.3  bOhon  last 
year,  will  either  merge  with  or  acquire 
another  long-distance  outfit  or  an  infor- 
mation-enteitainment  company. 

Nordberg  doesn't  discount  such  a 
prospect.  He  believes  that  MCi  will  first 
strike  an  additional  strategic  alliance 


shortly,  similar  to  its  deals  with  British 
Telecom  and  News  Corp. 

Last  September,  MCi  signed  an  ac- 
cord for  British  Telecom  to  invest  $4.3 
bilUon  for  a  20%  voting  stake  in  MCl. 
The  two  companies  foraned  a  joint  ven- 
ture to  provide  commimications  seivices 
to  multinational  companies.  And  in  May, 
MCI  agi'eed  to  invest  up  to  $2  billion  in 
News  Corp.  to  create  and  distribute  in- 
fomiation  and  entertainment  worldwide. 

The  Street  has  frovmed  on  these  alli- 
ances, partly  out  of  concern  over  a  dilu- 
tion in  MCi's  eaiTdngs.  "But  it  is  exactly 
that  strategy  of  alliances  that  vriU  make 
MCI  a  leader  in  global  long-tlistance  com- 
munications," says  Nordber'g.  Links  with 
British  Telecom  and  News  Coi-p.,  he  ex- 
plains, give  MCI  access  to  Europe  and 
Asia.  The  News  Corp.  deal,  says  Nord- 
bei'g,  will  make  MCi  a  player  in  enter- 
tainment software  for  distribution 
through  satellites  and  wireless  networks. 

DESIGNS  ON  THIS 
GIZMO  MAKER 

Sti'atasys  (ssys)  has  a  sti'ange  name. 
And  it's  odd  in  another  way:  It 
wasn't  a  hot  stock  when  it  went  public 
in  October,  at  5  a  shai'e,  but  this  year  it 
has  been  a  scorcher,  chmbing  from  6  in 
early  June  to  on  Aug.  29.  The  com- 
pany lost  $1.1  million  in  19M,  on  sales  of 
$3.8  million.  So  what's  going  on? 

Analysts  are  projecting  big  numbere: 
They  claim  1995  sales  will  jump  to  $9 
million,  with  earnings  of  $164,000,  or  7c 
a  shai'e.  Next  year,  projections  ai'e  even 
rosier:  sales  of  $24  million  and  eai'nings 
of  $2.3  milUon,  or  74^.  Pie  in  the  sky? 
Not  so,  says  analyst  John  Duffy  of 
Brookehill  Equities,  who  predicts  the 
stock  will  hit  the  low  30s  in  two  years. 

Stratasys  is  in  "rapid  prototyj^ing." 
It  makes  gizmos  that  let  engineers  cre- 
ate models  out  of  plastic,  working  dii-ect- 
ly  ii-om  computer  designs,  in  a  matter  of 
hours.  In  many  industries,  prototypes 
are  still  produced  by  hand-sculpting  or 
machining  that  takes  weeks. 

With  such  advanced  technology,  "the 
likes  of  General  Electric,  Dow  Chemical, 
or  Union  Carbide  would  like  to  acquii'e 
Stratasys  while  it's  cheap,"  says  one  in- 
vestor "It's  a  high-margin  business." 

One  big  holder,  with  13.7%,  is  ibm. 
The  stake  stemmed  fi'om  Stratasys'  pur- 
chase in  Januaiy  of  ibm's  prototy|)ing 
technology.  The  deal  merged  ibm's  tech- 
nology with  Stratasys'  system. 

Joe  Salvani,  president  of  Salvani  In- 
vestments, has  acquired  3%  of  Stratasys 


and  says  it's  one  of  the  few  compan  y 
that  applies  its  own  technology  towal 
making  an  end-product.  He  says  t; 
company  is  working  with  Ford  Motr 
for  a  device  big  enough  to  make  actu- 
size  prototypes  of  cars. 

WILL  P&G  UPSET 
UPJOHN'S  MATCH? 

Perennial  takeover  target  Upjohn  (u 
finally  found  a  fiance — Sweden's  Ph 
macia — after  more  than  a  year  of  i 
mors.  But  don't  be  too  sure  this  wt 
ding  will  come  off  without  a  Mtch. 

Speculation  about  a  third-party  l 
may  prove  to  be  true.  So  say  sor 
takeover  pros,  who  claim  that  none  o1 
er  than  Procter  &  Gamble  will  go  afl 
the  drugmaker — at  a  price  above  U 
john's  cujrent  42.  Whispere  axe  that  P 
v/ill  offer  at  least  50  a  share. 

The  proposed  $6  billion  Pharmac 
Upjohn  stock-swap  merger  was  basi 
on    an  Upjol 


NOT  QUITE  READY 
FOR  THE  ALTAR 


price  of  37K  Sin 
the  Aug.  20  a 
nouncement,  U 
john's  stock 
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has  been  on  tl 
rise,  indicatii 
that  another  bi 
der  may  ha' 
come  in.  p&g  a 
knowledged  th 
it  is  striving  to 
a  world  leader 
prescription  ai 
over-the-countei 
drugs  .  .  .  "ai 
we  ai"e  looking  f 
opportunities 
the  business,"  including  acquisitions.  A 
Upjohn  spokesman  wouldn't  comme; 
on  whether  it  has  received  another  ofB 
One  investment  banker  insists  th; 
Upjohn,  having  announced  that  it's  re^ 
ly  for  sale,  can't  reject  an  offer  hight 
than  the  PhaiTnacia  bid. 

p&c's  long-tenn  plan  is  to  expand  i 
pharmaceutical  business.  It  has  oft6 
told  analysts,  says  one  big  p&g  investt 
that  it  is  committed  to  becoming  a  wor 
player  in  health  care.  Widely  known  fi 
household  cleaning  pi'oducts,  p&g  als 
makes  and  distributes  in  60  countri( 
personal-care  products,  including  pri 
scription  and  over-the-counter  remedie 
Upjolm  would  bring  to  p&g's  med 
cine  chest  such  products  as  Xanax  f( 
anxiety,  Micronase  for  diabetes,  Halcic 
for  sleep  disorders,  Rogaine  for  ha: 
loss,  and  Motrin  as  an  anti-inflammator 
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^  Network 


link  about  all  the  different  computers  in  your  company  that  don't  even  talk  to  each  other.  Now  imagine  being  able  to  turn  that 
)ttled-up  power  into  one  worldwide  network  that  makes  you  more  competitive.  A  network  so  powerful  and  so  approachable 
at  it  becomes  almost  a  living  thing.  That  gets  you  whatever  you  want,  whenever  you  want,  without  asking  why.  At  Sun,  we 
ink  that's  the  whole  point  of  network  computing.  And  we  have  the  hardware,  the  software,  the  support 


id  the  experience  to  make  it  all  work  for  you.  If  you'd  like  to  see  what  network  computing  can  bring 
'u,  just  contact  the  people  who  invented  it.  Sun.  At  http://www.sun.com  or  1-800-786-0785,  Ext.  250.    the  network  is  the  computer- 

995  Sun  Microsystems,  Inc  All  rights  reserved  Sun,  Sun  Microsystems,  the  Sun  Logo  and  The  Network  Is  The  Computer  are  trademarks  or  registered  trademarks  of  Sun  Microsystems.  Inc  in  the  United  States  and  other  countries 
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GTE  thinks  core  phone  services  are  the  best  route  for  now 


Chuck  Lee  certainly  knows  a  lot 
about  coipoi'ate  tiu'moil.  Growing 
up  in  Pennsylvania  farm  country, 
the  young  man  who  would  become 
chairman  and  chief  executive  of  CTE 
Coip.  fii'st  set  his  mintl  on  rimning  U.  S. 
Steel.  He  joined  the  company  fi-esh  out  of 
Hai-vai'd  business  school — just  in  time  to 
experience  the  slow  demise  of  the  Amer- 
ican steel  industry.  In  1971,  he  moved 
to  Penn  Central  Coip. — only  foui-  months 
before  the  bankiaiptcy  of  that  high-flying 
conglomerate.  Next  stop:  In  1980,  Lee 
becaine  cliief  financial  officer  at  Columbia 
Pictui'es,  where  he  was  hii'ed  to  tighten 
financial  controls  in  the  wake  of  a  check- 
forgeiy  scandal. 

So  Lee  might  be  excused  a  bit  of  cau- 
tion as  he  pondere  the  seismic  shifts  rock- 
ing the  telecommiuiieations  industiy.  With 
a  resume  heavy  on  coi'porate  cleanups, 
it's  no  siupiise  that  Lee,  head  of  $20  bil- 
lion i;te,  the  world's  No.  4  telephone  com- 
pany, is  moving  with  far  less  haste  than 
such  rivals  as  Bell  Atlantic  Corp.  and 
Pacific  Telesis  Group.  Wliile  others  race 
to  stake  out  a  spot  on  the  Information 
Superhighway  as  entertainment,  cable, 
and  telecommunications  converge,  the  55- 
year-old  Lee  prefei's  to  concentrate  on 
improving  cte's  core  phone  fi-anchise. 

So  for  (iTE,  there  have  been  no  splashy 
annoiuicements  of  cross- 
industry  mergers.  No 
signings  of  Hollywood 
media  mavens.  No  radi- 
cal new  technologies.  In- 
stead, Lee  is  leading  a  $1.3  billion  re- 
stioictming  of  (jTE's  local  phone  unit — the 
soui'ce  of  80%  of  revenue.s — wliile  cutting 
$1  billion  in  opei'ating  costs.  "We  don't 
blow  smoke,"  he  says.  "We  haven't  chased 
a  pot  of  gold  at  the  end  of  the  rainbow." 

Think  of  it  as  a  "bird-in-the-hand" 
sti'ategy.  Wliile  high-profile  jjlans  for  ca- 
ble industry  alliances,  online  video,  and 
other  I-way  sei-vices  may  take  yeai-s  to 
beai"  liTiit,  Lee  sees  big  gi-owth  in  phone 
seiTices.  "What  amazes  me  is  how  people 
don't  appreciate  what  a  gi-eat  business 
we  are  in,"  he  says.  For  now,  there's 
plenty  to  appreciate:  For  the  first  half  of 


GO-SLOW  LEE: 

"We  haven't 
chased  a  pot 
of  gold" 


1995,  operating  income  rose  7%,  to  $2.5 
billion,  on  a  4%  rise  in  revenues,  as  cost- 
cutting  offset  jiricing  pressui'e. 
IN  FLUX.  The  question  is  whether  gte's 
go-slow  sti-ategy  will  work  long  tenn,  as 
deregulation  opens  the  mai'ket.  Like  the 
Baby  Bells,  CTE — which  provides  local 
sei-vice  to  20  million  people  in  28  states — 
will  face  new  rivals,  from  cable  companies 
such  as  Time  Warner  Inc.  to  long-dis- 
tance supplier  such  as  at&t.  And  emerg- 
ing technologies  such  the  Internet  tlii'eat- 
en  everyone.  "The  market  is  in  flux," 


says  Sanjay  Mewada,  an  analyst  ^^ 
the  Yankee  Group  Inc.,  a  Boston-ba 
technology  consultancy.  "The  race  ha; 
really  started." 

(iTE  can't  rest  on  its  laurels  in  the 
phone  business.  Lee  and  newly  appoin 
President  Kent  B.  Foster  have  pie 
to  do  to  improve  operations  and  m; 
GTE  ciuicker  on  its  feet.  It  has  long  lag 
behind  Baby  Bell  rivals  in  profitabi 
and  efficiency.  Although  gte's  marg 
ai'e  much  improved  since  Lee  was  nan 
CEO  in  1992,  employee  productivity 
runs  below  industiy  averages.  So  in  J 
Lee  shook  up  management,  making  lo 
time  phone  chief  Foster  heir  appar 
and  placing  him  in  charge  of  combin 
gte's  traditional  and  wireless  units. 

GTE  is  also  in  the  midst  of  ax 
roughly  17,000  employees,  or  20%,  fl- 
its telephone  workforce.  And  it  has  si 
more  than  200  service  centers,  us 
technology  to  do  the  work  people  oi 
did,  while  spending  close  to  $4  biUioi 
year  upgi'ading  its  networks  to  han 
more  digital  and  video  transmission. 
Still,  GTE  must  overcome  a  history 


How  Chuck  Lee  Is  Reshaping  GTE 


RESTRUCTURING 

Spending  $1.3  billion  on 
reengineering  moves 
that  will  slash  17,000 
jobs,  replace  people  with 
technology,  and  speed 
business  practices.  Lee's 
goal:  Cut  annual  operat- 
ing costs  $1  billion  by 
1997. 


TECHNOLOGY  Betting 
heavily  on  PCS,  a  cheaper 
alternative  to  cellular. 
Meanwhile,  taking  a  cau- 
tious approach  to  the 
Information  Superhigh- 
way: Building  a  video  net- 
work and  joining  a  con- 
sortium with  Disney  and 
three  Baby  Bells. 


INTERNATIONAL  Lee 

wants  to  double  GTE's 
global  presence,  which 
now  accounts  for  13%  of 
sales  and  12%  of  profits. 
Already  a  big  player  in 
Venezuela  and  Argentina, 
GTE  is  eyeing  Indonesia, 
China,  and  other  markets 
in  Latin  America. 
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The  Perfect  System  for  People  Tom 
etween  Network  and  Plain  Paper  Faxing. 


j/Tith  Canon's  LASER  CLASS®  7000 
y  Series  of  fax  machines,  you  don't  have 
invest  in  two  different  fax  systems  to  have 
e  option  of  faxing  two  different  ways. 
Alone,  they  come  with  an  array  of  cost- 
ving  features  that  can  dramatically  reduce 
ur  phone  line  charges,  like  a  six-seconds 
r  page  transmission  speed -  the  fastest 
the  business. 

But  what  makes  the  LASER  CLASS 
iOO  Series  truly  revolutionary  lies 
yond  the  machines.  Because  as     ^^  ^jJI  ' 
rt  of  the  Canon  LAN  Fax  Server  _  Canon 
stem,  they  serve  PC  users  on  your  isSMa 
Dvell*  network  as  well. 


Now  everyone  in  your  office  can  handle  any 
kind  of  faxing  task  through  one  integrated 
system.  Which  not  only  reduces  costs,  but  can 
make  your  whole  office  run  more  efficiently. 

The  system  features  award-winning  Alcom® 
software,  a  leader  in  network  software.  And 
because  it's  completely  plug  and  play,  you  can 
have  it  up  and  running  almost  immediately. 

What's  more,  you  can  buy  a  LASER 
CLASS  7000  Series  fax  to  use  today  as  a 
stand-alone  unit  and  with  the  addition  of  the 

LAN  Fax  Server,  integrate  it  into  your 

Novell  network  any  time  in  the  future. 

For  more  information  and  a  free  video 
demonstrating  the  LAN  Fax  Server  System, 


call  1-800-OK-CANON.  You'll  see  why 
Canon  remains  number  one  in  plain  paper 
faxing  for  the  past  six  years. 
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LASER  ClASS. 

LAIN      PAPEH  FACSIMILE 


Novell  is  a  registered  trademark  of  Novell,  Inc.  Alcom  is  a  trademark  of  AJcom  Corporation. 
LASER  CLASS  is  a  registered  trademark  of  Canon  Inc.  ©  199S  Canon  U.S.A.,  Inc. 
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poor  customer  service  that  dates  back 
to  the  1980s.  In  Santa  Monica,  Calif.,  ser- 
vice was  so  bad  that  officials  tried  to  re- 
move GTE  as  the  local  phone  company. 
"We  were  the  pits,"  Lee  admits.  He 
claims  big  improvements — gte  has  lai'ge- 
ly  done  away  with  its  old  system  of  tak- 
ing customer  sei-vice  requests,  which  re- 
cjuii-ed  wi-iting  up  a  problem  and  passing 
it  along  for  resolution.  Now,  using  per- 
sonal communication  services  and  spe- 
cially designed  softwai'e,  seiMce  I'eps  can 
solve  70%  of  all  problems  on  the  initial 
call — double  the  nnid-1980s  success  rate. 
Repair  workers,  meanwhile,  plan  their 
schedules  on  laptops,  cutting  down  time 
and  speeding  I'esponses. 
VULNERABLE?  But  with  rivals  on  the  way, 
more  than  good  service  is  needed.  In 
California — where  local  toll  calls  are  open- 
ing to  competition — gte  is  offeiing  steep 
discounts.  Jim  Cawthorn,  Los  Angeles- 
based  regional  telecommunications  man- 
agei-  for  Allstate  Corp.,  saw  gte's  rates 
fall  from  12.5?  a  minute  to  5.5(?  when  he 
signed  up  for  a  year's  commitment,  gte's 
Foster  says  that  in  the  highly  competi- 
tive L.  A.  subiu-bs,  it  has  lost  only  10%  of 
its  mai'ket  to  Pacific  Bell  and  others. 
Foster  counts  on  getting  that  back  once 
GTE  can  offer  long-distance  service,  pos- 
sibly by  January. 

Still,  competitors  lurk,  mfs  Communi- 
cations, a  small  but  fast-gi'owing  provid- 
er of  corporate  phone  services,  is  already 
cherTy-picking  (;te  customers  ar-ound 
Tampa  and  Dallas  subiu'bs  with  its  state- 
of-the-art  fiber-optic  networ-ks.  Time  War- 
ner is  testing  telephone  ser-vice  in  Roch- 
ester; N.  Y.  By  1997,  it's  likely  to  attack 
some  of  (jTE's  more  lucrative  phone  fi-an- 
chises,  including  Hawaii,  where  it  says 
poor  service  makes  gte  vulner'able.  "It  is 
not  um'easonable  to  expect  to  grab  15%j 
mar'ket  shar'e  within  sever-al  years,"  says 
Time  War-ner'  phone  chief  Tom  MorTow. 
But  Lee  notes  the  cable  companies'  own 
r-ep  for  lousy  service.  "We'll  hold  oui' 
own,"  he  says. 

Lee  knows  he  needs  to  counterpunch 
with  new  businesses.  So  far;  (;te  has 
bar-ely  tested  the  InlbiTnation  Super-high- 
way: Main  Str'eet,  an  early  interactive 
experiment  aimed  at  pr'oviding  home 
banking,  games,  and  other  entertainment 
ser-vices  over  phone  lines,  has  had  Little 
success.  So  now  GTE  is  spending  $250 
million  to  build  its  own  video  networ'k 
to  be  deliver-ed  over  cable;  it  expects  to 
have  500,000  homes  by  ear-ly  1996.  And 
GTE  has  joined  a  $500  million  pi'ogr-am- 
rrring  consortium  with  Walt  Disney  Co. 
and  thr-ee  Baby  Bells,  though  thf  ventiu-e 
is  still  in  its  infancy. 

Meanwhile,  the  bulk  of  gte's  invest- 
ment is  going  towarxl  expanding  its 
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telephone  franchise.  The  company  has 
spent  heavily  to  build  a  national  cellu- 
lar business;  revenues — at  $1.6  biUion — 
are  growing  at  close  to  50%  a  year. 
And  last  year-,  gte  launched  the  first 
r'esidential  pes  service,  a  cheap  alterna- 
tive to  cellular.  With  1.50,000  customer-s 
so  far,  GTE  is  now  licensing  its  service 
to  others. 

Pushing  for'ward  on  the  inter-national 
fr-ont,  <jTE  is  taking  ownership  stakes  in 
the  phone  networks  of  Venezuela,  the 
Dominican  Republic,  and  British  Colum- 
bia. It  won  the  Ar'gentine  cellular  fr-an- 
chise  in  1994  and  is  prospectmg  in  Mexi- 


co, Indonesia,  and  China.  Internatitia 
ser-vices  provide  about  12%  of  gte's  (»• 
ings  and  13%  of  sales — figures  the  com 
ny  plans  to  double  over-  five  year's.  Ek- 
over'seas  mar'kets  haven't  always  paiioi 
in  the  short  terTn:  Disputes  with  the 
ezuelan  gover-nment  have  led  to  se 
foreign  exchange  problems  and  hi 
losses  for-  (iTE's  local  imit.  But  Lee  ai; 
that  the  long-ter-m  potential  is  huge, 
sides,  vdth  the  competitive  tur-moil 
starting  to  r'oil  U.  S.  phone  markets, 
developing-world  plays  may  not  seei 
risky  after-  all. 

By  Tim  Smari  hi  Stamford,  <'< 


STRATEGIES 


DONT  STEP  ON  MY 
BLUE  SUEDE  HUSH  PUPPIES 

A  '50s  classic  revamps  in  day-glo  colors-and  it's  a  '90s  smasl 


The  trendy  Pleasur-e  Swell  boutique 
in  Los  Angeles  is  in  a  frenzy,  thaiiks 
to  the  latest  fashion  fetish  gripping 
Hollywood's  famous  feet — Hush  Pup- 
pies. If  Shar'on  Stone  comes  to  pick  up 
another  pair-,  she'll  have  to  take  a  num- 
ber. "I  can't  get  my  waiting  list  under 
100  people,"  moans  28- 
year--old  owner  Joel 
Fitzpatr'ick.  "Kitsch 
Americana  is  in." 

Hush  Puppies?  Those 
fuzzy,  fuddy-duddy 
suede  shoes  last  in 
vogTie  diuing  the  Eisen- 
hower Administration? 
Yep,  they're  back — this 
time  ar-ound,  tarted  up 
in  shades  of  gi-een,  jnrr-- 
ple,  and  pink.  And  that 
has  made  Hush  Pup- 
pies' conservative  par-- 
ent,  Wolver-ine  Wor-ld 
Wide  Inc.,  a  hot  ticket 
on  fashion  runways  and 
on  Wall  Street.  With  an- 
alysts pr-edicting  net  in- 
come will  leap  25%>  this 
year-,  to  a  r-ecorxl  .$21 
million,  on  sales  of  $415 
million,  the  stock  is 
trading  at  nearly  dou- 
ble its  52-week  low  of 
WA  in  December*.  "It's 
like  an  angel  came 
down  fr-om  heaven  and 
blessed  this  company," 
says  analyst  David  Jar- 


HOT  DOGS 

SNAZZY  HUSH  PUPPIES 
BOOST  WOLVERINE'S  SALES 


TOTAL  INTERNATIONAL 
SHOE  AND  BOOT  SALES 


'90  '91  '92 
AMILLIONS  OF  PAIRS 


..AND  GIVE  PROFITS 
SOME  FLAIR 


-10 


NET  INCOME  FROM 
CONTINUING  OPERATIONS 

■94 


'90     '91     '92  '93 
AMILLIONS  OF  DOLLARS 
DATA;  COMPANY  REPORTS.  MONTGOMERY  SECURITIES 


rett  of  Gerard  Klauer  Mattison  & 
A  combination  of  spruced-up  s 
styles,  stringent  restnrctming — and 
plain  luck — has  clearly  put  Wolverine 
cloud  nine.  The  retro  craze  has  fin 
given  Hush  Puppies  some  cachet.  ' 
fall,  for-  the  fir-st  time  ever*,  fashion; 

department  stores  s 
as  Macy's  and  Bloc 
ingdale's  will  be 
stocking  the  $70  sh( 
And  Wolverine  is 
ing  a  thir-d  shift  at 
Rockfor-d,  Mich.,  fac 
r-y  to  try  to  catch 
with  demand.  E 
Wolverine  Chief  Exe 
tive  Geof&-ey  B.  Bloo 
12-year-old  daughl 
Jessica,  is  on  a  wait 
list  for  a  pair  of  p 
puppies.  "I  promised 
get  her  a  pair  for  b; 
to  school,"  Bloom  sai 
Hush  Puppies'  si 
den  fame  comes  af 
^i.year-s  of  fruitless 
forts  to  re; 
'younger  bi! 
ers.  The  co 
pany  develof 
generic  leatl 
pumps  and  wing  ti 
with  adver-tising  ain" 
at  baby  boomers,  vd 
pushing  Gr-andpa's 
suede  lace-up  "Duk* 
and  slip-on  "Ear-Is" 


'93 


'94 


'95 
EST 


AS    RETIREMENT    NEARS,  YOU'LL 
FEEL   AN    OVERPOWERING    URGE  TO 
INVEST    MORE  CONSERVATIVELY. 
SHOULD    YOU    RESIST  IT? 


It's  a  very  normal  urge.  You've  worked  hard  to  accumulate  your  nest  egg  and  you  don't 
want  to  blow  it  now. 

But  there's  also  a  danger  in  playing  it  too  safe,  by  putting  too  much  of  your  retirement 
assets  into  fixed-income  instruments  such  as  CDs  and  money  market  funds.  Even  with  a  low  rate  of 
inflation,  you  risk  running  out  of  money  before  you  run  out  of  time. 

A  smarter  strategy'  is  to  invest  for  total  return,  including  a  mtx  of 
stocks  or  stock  mutual  funds.  Of  course,  this  poses  the  problem  of  what 
kind  of  stock  funds  to  buy.  Balanced?  Growth?  Inter- 
national? And  what  percentage  of  your  retirement 
assets  should  you  invest  in  each?  One  thing  is 
definitely  clear— you  need  a  plan  and  a  partner 
to  help  make  that  plan  work  for  you. 

You'll  find  both  at  Merrill  Lynch. 
One  of  our  Financial  Consultants  will  help 
you  design  a  plan  you  can  live  with,  emotional- 
ly as  well  as  financially.  We  also  have  more  ways  to 
make  that  plan  work  (or  you  than  anyone  else. 

Hopefully,  you  are  beginning  to  feel  an  overpow- 
ering urge  to  pick  up  the  phone  and  call  us. 
That's  one  urge  you  should  not  resist.  Our  number  is 
1-S()()-MERRILL,  ext.  9455. 

The  difference  is  planning. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


The  Corporation 


the  back  of  the  closet.  "We  spent 
$10  million  in  advertising  to  try 
to  convince  people  that  we  no 
longer  made  those  old  Hush  Pup- 
pies," Bloom  says. 

Then  Tom  Hanks  brushed  up 
those  old  Hush  Puppies  by  wear- 
ing a  pair  in  the  final,  tearjerking 
scene  in  Fonvst  Gump.  Next,  New 
York  designer  John  Bartlett  fea- 
tui'ed  wildly  colored  Hush  Puppies 
in  his  spring  i-unway  shows.  "You 
can  be  good,"  says  Bloom,  "but  it 
helps  to  be  lucky." 

The  change  of  fortune  has  left 
Bloom  feeling  lucky  right  down  to 
his  size- 13  naiTows.  Bloom  and  his 
marketing  executives  quickly  can- 
celed a  series  of  prosaic  Hush  Pup- 
pies ads  that  were  set  for  the  fall. 
Instead,  their  advertising  agency 
created  hipper  ads  in  a  Fourth  of 
July-weekend  fi-eiizy.  The  new  ads 
showcase  the  coloiized  Duke — now- 
renamed  the  "Wayne" — and  the 
Earl  on  the  feet  of  Gen  X  models 
who  seem  to  have  wandered  in 
fi"om  Calvin  Klein  ads. 

Some  of  the  ads  will  appeal-  in 
unusual  places  for  Hush  Puppies, 
such  as  Sassy,  a  teen-age-girls' 
magazine,  and  Out,  a  gay  maga- 
zine. But  they're  really  aimed  at 
dejmrtment  store  apparel  buyers: 
Now  that  the  Wayne  has  its  suede 
toe  in  the  dooi;  Bloom  wants  the 
rest  of  his  Hush  Puppies  shoes — 
which  range  from  children's  san- 
dals to  women's  moccasins — to  fol- 
low. Bloom  notes  that  the  Classics 
line,  which  includes  the  newly  gau- 
dy versions  of  the  old  clunkers,  ac- 
counts for  only  about  20%  of  Hush 
Puppies  sales.  "The  secret  is  to 
take  this  wondeiful  oppoitunity  to 
command  real  estate  we've  just 
never  been  able  to  get,"  Bloom  says. 
BIGGER  TREND.  Of  course,  holding  that 
gTound  won't  be  easy.  The  hot  shoe  tliis 
year.  Hush  Puppies  risks  being  next 
year's  fashion  victim.  "The  world  can 
very  easily  get  bored  with  them  again," 
warns  stock  analyst  Sheldon  Grodsky 
of  Grodsky  Associates  Inc.  Still,  the 
Classics  line's  success  is  already  spread- 
ing: At  the  Las  Vegas  shoe  show  in  Au- 
gust, for  example,  Nordstrom  bought 
Hush  Puppies'  new  sport  collection  fea- 
turing techno-colored  suede  sneakers. 

And  even  when  day-glo  Hush  Pup- 
pies grow  cold.  Bloom  is  counting  on 
the  bigger  trend  to  casual  attire  in  the 
workplace  to  fuel  more  long-term  sales. 
He  has  spent  yeai's  restincturing  Wolve- 
rine to  take  better  advantage  of  that 
trend.  When  he  landed  the  top  job  in 


"You  can  be  good,  but  it  helps  to  be  luc 


1992 — he  had  been  coo  since  1987 — 
Bloom  knew  something  about  reviving 
desperately  unhip  fashions.  As  ceo  of 
Jaymar-Ruby  Inc.  in  the  early  1980s, 
he's  credited  with  putting  some  snap 
back  into  Sansabelt  slacks  for  men.  So 
Bloom  quickly  began  refashioning  the 
shoemaker,  wliich  had  stumbled  thi'ough 
the  1980s  as  Nike  and  Reebok  sneakers 
became  the  leisure  footwear  of  choice. 
"Dullness  permeated  the  company  and 
they  just  missed  the  entire  1980s,"  says 
Grodsky. 

Bloom  focused  on  three  core  lines: 
Hush  Puppies,  which  account  for  4.5%  of 
Wolverine's  sales;  Wolverine  work  boots, 
which  bring  another  40%>;  and  its  Tru- 
Stitch  slippers  unit.  "We  were  bleeding 
to  death,"  he  recalls.  "I  told  the  board 
we  should  get  rid  of  everything  that  is 


not  comfort,  work,  or  slippts 
Bloom's  first  move  was  to  ^ 
Brooks  athletic  shoes,  whicli 
losing  $5.4  million  a  year.  Ne> 
shed  other  unprofitable  opera  t 
Hush  Puppies  retail  shoe  ou 
have  gone  from  176  to  60 
1990,  for  example.  He  also  sl;i 
costs  by  condensing  the  coi 
ny's  25  divisions  to  four.  An 
revenues  per  employee  incrc; 
by  24%  in  two  years,  to  $7:; 
by  1994 

Bloom  also  knew  Hush  Pup' 
needed  help  on  the  fashion  fi 
so  he  convinced  a  hot  women  - 
signer — Maggie  Mercado  of  1 
Macy  &  Co.  in  New  York 
move  to  bucolic  Rockford.  P.l 
also  hired  fashion  consultant 
frey  Miller,  former  men's  f-A~ 
editor  at  The  New  York  Timi': 
British  gq.  Mercado's  fresh  st 
began  catching  the  eye  of  intli 
tial  Nordstrom  buyers  in  1  i 
while  Miller's  connections  hi 
put  puppies  on  the  feet  of 
York's  fashion  elite  in  1994. 

The  moves  paid  off  handsnn 
From  less  than  $5  million  in  1 
Wolverine's  earnings  swelled  Id 
million  last  year.  So  when  Jh 
Bartlett  came  to  town  in  late  1 ! 
Hush  Puppies  executives  \\ 
ready  to  embrace  the  fashiun 
dustry  that  had  once  scdi 
them.  The  trendy  de.signei-  > 
vinced  them  to  dye  their  dd?.' 
match  his  fall  1995  men's  clot  I 
line.  The  crew  in  Rockford  li 
I  lie  look  so  much,  they  launchi 
whole  line  of  Hush  Puppies  in 
orator  colors.  "They're  hot 
the  fashion  customer  now,' 
Bartlett.  "But  they've  got  ah 
country  to  cover" 
That's  where  Hush  Puppies  fii"sl-(  e 
appearance  in  fashionable  depai-tn 
stores  comes  in.  Analysts  exped 
earnings  gains  as  Middle  Amerii:i 
gins  finding  Hush  Puppies  at  the  liki 
Dayton  Hudson  Corp.  To  keep  nmn 
turn  up.  Hush  Puppies  is  also  lauii.  i 
a  line  of  casual  suede  work  shoe- 
fall.  "We  have  not  seen  the  full  bi 
of  the  fashion  hype,"  says  analyst  ,\ 
Ruth  of  Montgomery  Securities. 

The  hype  is  still  in  full  strid; 
L.A.'s  Pleasure  Swell.  Fitzpatrick  i  -  > 
signing  lime-green  corduroy  truu.- 
and  "biker  wallets,"  chain  optional,  ti^> 
with  the  shoes  he  sells.  "Hush  Pup  e 
are  going  to  be  the  flavor  for  at  Ic 
the  next  year  and  a  half,"  he  says.  [) 
parently,  every  dog  does  have  his  d<. 
By  Keith  Naiu/htmi  in  Rockford,  Ark 
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CD-ROM  TO  GO 


AT  A  PRICE  YOU  CAN  TAKE. 


Built- in  poiver  supply: 

Engineiiral  for  idtunatL'  porlability, 
(here's  no  bulky  external  AC  adapter 
to  carry,  just  a  slim  power  cord. 


Multimedia  to  go:  You  can  now  perform  interactive 
muUimedia  presentations,  retrieve  information  from 
irge  databases  and  run  the  hottest  educational  and 
:ntertainment  software  —  wherever  you  go. 
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SatBllitePn  The  T2155CDS.  Multimedia  all  packed  up  and  ready  to  go. 

(TOQQQ*   The  affordable  Toshiba  Satellite  Pro"  T2155CDS  with  a  built-in  CD-ROM  drive  is 
M  M  M      the  ultimate  in  performance  and  portability.  It  has  a  super-quick  75MHz  processor 
and  an  AccuPoint "  integrated  pointing  device.  Plus  it's  loaded  with  everything  you 
need  for  dynamic  multimedia  presentations,  including  built-in  stereo  sound  and  a  brilliant  10.4"  diagonal 
color  display.  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


T2155CDS: 

•75MH:  Intel DX4'",  3.3v 
•16KB  of  cache 

•  InteHrateJ  5.25"  CD-ROM  dnve 

•  10.4"  Jia.  color  DSTN  dual-scan  Ji.splay 

•  520  Million  Bvtes  (=500MB)  HDD 

•  4MB  RAM  expandable  to  28MB 
•VLIocal■^u^  video 

•  Integrated  graphics  accelerator 


•  Sound  Blaster '  Pro  compatible. 
.WAV  and  MIDI  sound  support 

•  Audii  1  jacks:  headphone /speaker, 
micropht  inc 

•  Two  stacked  PC  Card  slots 
(uvo  Type  Ml  or  one  Type  111) 

•  Plui;  .ind  Pl.iy  connectivit\' 
•.ALCuPiiinr  integrated 

pointing  device 


•  External  V5"  floppy  drive  included 

•  NiMH  hartery  with  Toshiba 
MaxTime '  Power  Management 

•7.4  lbs. 

•  Pre-installed  software:  MS-DOS', 
Microsoft  Window  s  ,  Video  tor 
Windows"'  Run  Time,  Intleo  "  video 
and  other  bundled  s.  itnv.ire 


•  Toll-free  Technical  Support  — 
7  days  a  week,  24  hours  a  day 


WiNDOWSn, 

RlADtTORlJN 


in 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

©1995  Toshiba  America  Information  Systems.  Inc  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their 
respective  companies  *T2155CDS  Reseller  prices  may  differ.  All  prices  and  specifications  are  subject  to  change  Shipping,  handling,  and  applicable  sales  tax  not  included 


I 


GoVernmenti 


DOUBLE  EDGE: 

CEO  Heller  says 
big  subsidized- 
housing 
managers  like 
NHP  will  gain 
an  "enormous 
competitive 
advantage" 


HOUSING 


UNCLE  SAM 

MAY  RAISE  THE  RENT 

Subsidized  housing  could  succumb  to  cost-cutting  fever 


For  20  years,  North  Avenue  Tower 
in  Council  Bluffs,  Iowa,  has  been  a 
beacon  of  success  in  the  often-ma- 
ligned market  for  subsidized  hous- 
ing. Tlie  apartment  complex  foi-  the  eld- 
erly has  staff  on  call  24  hours  a  day  in 
case  of  emergencies,  and  tenants  at  the 
sLx-story  building  are  like  family:  Eveiy- 
one  hangs  a  doily  outside  their  door 
each  evening;  if  it  isn't  removed  in  the 
morning,  residents  check  in  to  see  if 
their  neighbor  has  fallen  ill. 

Unfortunately,  such  a  cozy  lifestyle 
comes  at  a  hefty  cost — to  taxpayers. 
More  than  half  of  the  average  $505 
monthly  i-ent  for  the  building's  100  res- 
idents comes  ft-om  the  U.S.  Housing  & 
Urban  Development  Dept.  But  that  sys- 
tem could  be  scuttled  next  June  when 
the  complex's  20-year  subsidy  contract 
with  HUD  expires.  Thanks  to  ('ongress' 
deficit-reduction  chive,  such  costly  agTee- 
ments  face  the  guillotine,  hut  North 
Avenue  Tower  manager  Flandy  Lenhoff 
worries  that  lowei-  subsidies  will  put 
his  facihty  out  of  reach  for  many  elder- 
ly. "There  will  be  even  less  choice  for 


low-income  people  in  the  future,"  he 
fi'ets.  "And  buildings  like  this  just  won't 
have  the  same  sense  of  community." 

The  I'epei'cussions  of  such  changes 
will  be  felt  far  beyond  Council  Bluffs. 
Beginning  next  year,  a  wave  of  subsi- 
dized housing  contracts  under  hud's 
so-called  Section  8  program  begin  to 
expire.  But  simply  slashing  subsidies 
paid  on  these  properties  could  become 

THE  DILEMMA 
FACING  HUD 


■94  '95  '96  '97  '98  '99  '00  '01  '02  '03 
ATHOUSANDS  'FEDERALLY  INSURED  UNITS 

DATA:  HOUSING  &  URBAN  DEVELOPMENT  DEPl 


a  fiscal  nightmn 
That's  because  9:0 
subsidized  apartr»r 
buildings — value 
$28  billion — are 
backed  by  Fed- 
Housing  Admini: 
tion  (FHA)  morti 
insurance.  A  di-; 
cut  in  rental  , 
tance  could  trii 
mortgage  defai 
and  massive  cl; 
on  the  insurance  fund. 

"Done  badly,"  cautions  David 
Smith,  a  low-income  housing  consul 
in  Boston,  "this  restnictuiing  could 
up  costing  the  federal  government  ii 
more  than  it  saves  and  doing  pemm 
damage  to  residents  and  properties 
Ii-onically,  the  cuiTent  dilemma  si 
fi-om  a  hugely  successful  effort  by 
federal  government  to  lure  private 
ital  into  the  affordable-housing  m;ii 
Beginning  in  the  mid-1970s,  the  fed 
fered  hefty  rental  subsidies  to  inve> 
who  rehabiUtated  oi'  constnicted  a  ft 
able  apartments  for  rental  to  ten: 
eaiTiing  less  than  80%  of  local  media  i 
come.  Many  of  the  properties  wer 
nanced  by  tax-shelter  partnerships  ;< 
relied  heavily  on  debt.  That  fedeiii 
assisted  housing  boom  yielded  ovt 
million  privately  owned  apartments 
DEFAULT  DELUGE?  To  investors'  deli 
federal  aid  on  newly  constincted  l>i 
ings  was  hiked  annually  by  HUD  b; 
on  how  local  market  rents  were  I'i-. 
But  when  market  rents  declined, 
didn't  cut  the  subsidies.  The  result: 
sidized  rents  that  in  some  cases  ai  ( 
above  market  rents,  hud  officials 
mate  simply  renewing  these  subsidy 
tracts  would  cost  taxpayers  a  staggei: 
$222  bilhon  over  the  next  25  years. 

No  way,  say  budget-slashing  law  n 
ers.  "We're  in  a  crisis,"  says  Represe 
five  Rick  A.  Lazio  (R-iSf.Y.),  wl, 
drafting   housing-reform  legislai 
"These  subsidies  will  squeeze  out  e\  ' 
thing  else  in  housing."  Even  hud  oi'li^ 
agi'ee  subsidy  contracts  will  only  In 
newed  at  market  rent  levels.  Recap 
ization  Advisors  Inc.,  which  has  stin 
the  impact  of  such  a  move,  figures 
would  send  I'oughly  4,000  proper 
housing  450,000  families  into  default 
Fearing  such  turmoil,  hud  is  cmi 
ering  a  proposal  to  foiTn  joint  vein  i 
with  private  investors  to  restri!(  i 
the  mortgage  loans  before  they  del 
The  FHA  insurance  fund  would 
losses  up  to  a  cap  based  on  the  le 
HTiD  would  take  by  working  out 
loan  itself.  HUD  figiu-es  its  restiiK 
ing  proposals  would  cost  $186  Ihi 
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American  General.  We  Provide 
IRetirement  Annuities,  Consumer  Loans, 
Life  Insurance  And  Shareholder  Value. 


(^)  American  General  Corporation, 


headquartered  in  Houston,  is  one  of  the 


nation's  largest,  most  successful  con- 


sumer financial  services  organizations. 


We're  a  leading  provider  of  retirement 


annuities,  consumer  loans,  and  life 


insurance.     Founded  in  1926,  we  help 


8  million  families  meet  their  financial 


security  needs.  Financial  security  is  also 


important  to  another  group.  Our  share- 


holders. 1^)  In  fact,  building  shareholder 


value  is  one  of  our  guiding  principles. 
^)  Our  record  speaks  for  itself: 


annualized  total  return  to  shareholders 


of  2 1  %  over  the  last  20  years . . .  increased 


dividends  each  year  during  the  same 


period... and  more  recently,  earnings 


have  doubled  over  the  last  five  years. 


0  Today,  American  General  has  assets 


of  $56  billion  and  shareholders'  equity 


of  $4.5  billion.  Financial  strength 


has  its  rewards,  as  does  our  commit- 


ment to  our  customers  and  our  share- 


holders. (^)  To  learn  more  about  American 


General  (NYSE:  AGC),  please  contact 


Investor  Relations  at  (800)  AGC-1111. 


AMERICAN 
GENERAL 


Pruvidmg  Retirement  Annuities,  C'limumer  Loans,  Life  Insurance  And  Shareholder  Value 


"Sure  you  had 
a  great  year." 


TWENTIETH  CENTURY'S  PERFORMANCE  OVER  TIME 


Averogc  Annuol  Tolol  Returns  as  ol  June  30,  I91i' 


S8,P  Performonce 


Fund 

1-Year 

5-Yeor 

lO-Yeor 

Life  of  Fund 

for  Life  of  Fund 

Ultra 

29.0% 

21.3% 

19.0% 

17.4% 

15.6% 

Vista 

Iiirrstiin 

55.4% 

12.5% 

16.1% 

13.5% 

(U/25/H3) 

14.6% 

111/25/831 

Giftrust*' 

60.4% 

25.5% 

24.3% 

22.3% 

tn/25/83) 

14.6% 

(11/25/83) 

Select 

16.5% 

7.4% 

12.3% 

16.6% 

(1,  3l)  711 

11.7% 

Ih  30  711 

Growth 

22.7% 

11.2% 

15.5% 

18.5% 

Ih  All  711 

11.7% 

(1.  311  711 

Heritage 

Iinestim 

19.7% 

11.4% 

16.0% 

ni/iu/n7i 

15.0% 

()/.  W.  87I 

S&P  500 

Index 

26.0% 

12.1% 

14.6% 

'Giftrust  IS  a  unique  fund  designed  to  be  given  os  a  long-teim  gift  to  someone  other  than  youiself  or  your  spouse. 


"But  what  about  the 
long  term?" 

As  yoii  can  see  in  the  first  column  of  the  chart  above,  our  equity  funds  had  a 
strong  year.  But  we  think  you  should  be  more  interested  in  the  other  four  columns. 

Mer  all.  our  domestic  equity  funds  beat  the  S&P  on  15  of  23  measurement 
periods  shown.  That's  the  kind  of  consistent,  long-temi  peiioniiance  that 
represents  our  real  objective:  growth  over  the  long  run. 

Of  course,  each  fund  is  different.  So  call  for  your 
free  infomiation  kit  that  contains  a  prospectus  with 
more  complete  infonnation  on  our  family  of  no-load 
mutual  funds,  including  charges,  expenses  and 
minimums.  Please  read  the  prospectus 
carefully  before  investing,  and  choose  the 
fund  that  best  fits  your  investment  goals. 

But  remember.  You  don't  have 
to  be  in  the  right  place  at  the  right 
time.  You  just  have  to  be  in  the 
right  i^lace,  over  liiw. 


1-800-345-2021 

Via  Internet:  http./'/networth. galt.com/lwencent 


■  Past  performance  is  no  guarantee  of  fui  -i  [esults.  Data  quoted  repiesents  past  performance  and  assumes  reinvestment 
of  all  distributions.  Investment  [etum  and  pm  :ipul  value  will  fluctuate,  and  ledemption  value  may  be  more  or  less  than 
original  cost  ■  Perfoiniance  for  the  penod  ie(i(iited  above  corresponds  with  Twentieth  Century's  implementahon  of  its 
current  investment  philosophy  and  practices.  ■  Ih'  S&P  500  Index  is  an  index  created  by  Standard  S  Pool's  Corporation 
thot  IS  considered  to  represent  the  perforni'.iice  of  the  stock  market  generally.  It  is  not  an  investment 

product  available  for  purchase.       PO  Box  419200  k  ^i-ui  City,  mo  64141-6200        BSW       fol 995  Twenrielti  Century  Semres,  Inc 


Government 


over  25  years,  saving  about  $36  bilji 

The  final  tab  will  depend  on  howh 
new  system  is  implemented,  but  nr 
uncertain  is  the  cost  to  tenant^ 
though  the  aid  tenants  receive,  potei! 
ly  in  the  form  of  vouchers,  will  stilb 
based  on  the  expectation  that  they  : 
pay  roughly  one-third  of  their  im  ■ 
toward  rent,  some  residents  could 
up  contributing  more  for  decent  hou-. 
And  some  critics  worry  that  peui 
subsidies  to  market  rents  will  pen; 
well-run  buildings  in  rural  or  innei 
areas.  In  such  cases,  r^nts  in  ne:; 
apaitments  are  veiy  low — ^but  often 
the  housing  quality.  That  could  sla.<l 
come  for  some  better  properties,  can 
them  to  deteriorate  over  time. 
TAX  HIT.  The  housing  overhaul  may 
hold  an  unpleasant  surprise  for  in 
tors.  Reca])italiz.ation's  Smith  figure 
many  as  60,CKX)  individuals  have  m\f 
in  subsidized-housing  partnership- 
their  buildings  go  tlu'ough  a  restriu 
ing  imder  hud's  plan,  the  result  conli 
a  mortgage  wiite-dowTi  or  foreclosure 
either  case,  the  resulting  wTite-dow  1 
forgiveness  of  any  part  of  that  delii 
the  feds  could  be  considered  a  gain  . 
vestors — creating  a  sizable  tax  hit. 

Low-income  property  owners  w  ■ 
that  a  failure  to  legislate  a  way  aiv 
that  tax  penalty  would  chill  the  t'ui 
flow  of  capital  into  affordable  hoii- 
"People  who  were  enticed  into  put 
theii-  money  into  low-income  housint:  1 
be  left  holding  the  bag,"  contends  1 
E.  Autiy,  whose  fiiTn  owns  and  mai 
subsidized  apartments  in  the  South 

Of  course,  this  market  turmoil  1 
be  a  double-edged  sword  for  some  |  > 
ers.  J.  Roderick  Heller,  CEO  of  NHi'  I 
a  big  Washington-based  affordable  !  n 
ing  manager,  says  his  company  w 
have  "an  enonnous  competitive  ad  . 
tage"  and  would  likely  gain  market  -  i 
as  smaller,  financially  troubled  phi 
were  forced  out.  But  even  nhp  w  > 
feel  the  pinch:  About  19%  of  its  mai 
ment  portfolio  is  in  buildings  that 
see  declining  rents,  or  possibly  m 
gage  defaults,  under  the  new  regime 

RegiU'dless  of  the  fallout,  policyinal' 
vow  to  act  before  losses  start  moun' 
Already,  hud  Assistant  Secretai-> 
Housing  Nicolas  P.  Retsinas  says  - 
owners  are  having  trouble  refinain 
because  of  the  uncertainty.  Othei-^ 
putting  off  necessary  maintenain 
vestments.  "This  is  one  case  where 
tia  cannot  prevail,"  he  argues.  Fi 
vestors,    property  managers, 
residents,  the  only  certainty  now 
their  insulated  and  comfortable  wurl  . 
about  to  change — big  time. 

By  Amy  Barrett  in  Washn 


The  {if  information  doesn't  get  to  the  right  person 
at  the  right  place  at  the  right  time,  things  go  wrong)  Company 


^^^^  Smart  businesses  are  beginning  to  realize 
that  equally  important  to  the  work  they  do,  is 
t  the  way  they  do  it.  Which  is  why  XSoft,  the 

^  software  division  of  Xerox,  has  created  a  workflow 
oianagement  software  program  called  "InConcert." 

By  orchestrating  and  tracking  the  document- 
oased  activities  which  drive  business,  InConcert 
inhances  every  worker's  potential  and  maximizes 

(EHOXf  The  Document  Companyfand  the  stylized  X  are  trademarks  of  XEROX  CORPORATION. 
CSoft*  and  InConcert*  are  registered  trademarks  of  XEROX  CORPORATION. 


the  value  they  add  to  information  intensive  processes. 

It's  a  more  efficient  way  to  get  good  results.  It's  a 
simpler  way  to  do  good  work.  For  more  information, 
visit  our  Internet  home  site  at  www.xerox.com/icl.html. 
Or  call  1-800-428-2995,  ext.  388. 

THE  DOCUMENT  COMPANY 
XEROX 


Information  Processing 


COMMENTARY 

By  Geoff  Lewis 


THE  NEWTNIKS  HAVE  SEEN  THE  FUTURE.  OR  SO  THEY  THIN 


The  name  of  the  conference  was  Cy- 
berspace and  the  American  Dream, 
and  the  setting  was  ideal.  Aspen, 
Colo.,  long  the  winter  headquarters  for 
Hollywood  glitterati,  is  an  increasingly 
popular  haven  for  digerati,  too.  Here 
amid  the  Rockies,  a  gi-owing  cadre  of 
high-end  knowledge  workers  lives  full- 
time — zipping  manuscripts,  contracts, 
and  business  plans  across  the  Internet 
from  million-dollar  chalets. 

Maybe  it  was  inevitable  that  from 
this  vantage  point  the  24-member  panel 
corralled  by  the  Newt  Gingrich-affiliat- 
ed Progi'ess  &  Freedom  Foundation 
would  veer  off  the  track.  Or  perhaps  it 
was  the  composition  of  the  gi-oup:  a  few 
computer-industiy  executives,  some 
techno-pundits,  several  outspoken  right- 
wing  think-tankers,  and  one  lonely  gov- 
ernment official.  Whatever  the  reason, 
the  view  of  America  in  the  21st  centwy 
put  forth  by  these  (mainly)  Friends  of 
Newt  had  about  as  much  to  do  with  the 
American  Dream  of  most  ordinary  citi- 
zens as  Aspen  has  to  do  with  Peoria. 
SECOND  WAVE.  The  most  fi'equently  in- 
voked vision  of  the  future  was  a  society 
composed  of  yeoman  information  work- 
ers, trading  skills  and  intellectual  prop- 
erty across  the  Net,  forming  electronic 
communities,  educating  their  kids  on- 
line, and  presumably  getting  as  far 
as  possible  fi'om  the  sights  and  smells 
of  the  decaying  industrial  world — 
what  Newt  and  other  fans  of  fiitiuist 
Alvin  Toffler  call  the  "second-wave" 
society. 

Tliis  simplistic  view  of  cybereociety 
wouldn't  matter  much  if  not  for  the 
Gingrich  connection.  Although  the 
Speaker  wasn't  there,  he  was  the 
unseen  star  of  the  show.  Gingi'ich 
helped  host  the  pff's  first  Cyber- 
space and  the  American  Dream  con- 
ference in  Atlanta  in  August,  1994. 
And  working  with  a  smaller  gi-oup 
of  cyberthinkers,  he  helped  draw  up 
A  Magna  Carta,  for  the  Knowledge 
Age.  This  libertarian  manifesto  for 
postindustrial  America  was  published 
with  great  fanfare  as  Gingiich  took  over 
the  Speakei''s  office — and  the  cyber-agen- 
da.  Given  half  a  chance,  these  are  the 
folks  who  might  wind  up  writing  a  Con- 
stitution for  the  Knowledge  Age. 

Before  they  do,  the  rest  of  America — 
business  in  particular — should  wake  up 


and  speak  up.  There  was  a  central  fal- 
lacy running  through  the  two  days  of 
discussion:  that  the  Information  Revo- 
lution and  the  political  revolution  Gin- 
grich leads  in  Washington  are  indistin- 
guishable and  inevitable.  Just  as  the 
mainframe  seems  anachronistic  in  an 
era  when  networks  of  amazingly  pow- 
erful desktop  computers  dominate,  so, 
too,  all  sorts  of  large,  centralized  or- 
ganizations— up  to  and  including  the 
federal  government — are  doomed  to 
extinction.  Or  so  the  theory  goes. 

The  father  of  this  line  of  thinking  is 
Toffler,  an  Aspen  panelist  and  an  in- 
fluential Friend  of  Newt  for  20  years. 
In  the  1970s  he  put  forth  the  notion  of 
"demassification,"  which  basically  pre- 


Political  revolution 
and  the  Information 
Revolution  are  not  one 
and  the  same 


dieted  that  second-wave,  Indus 
Age  institutions  that  mirrored 
tralized  control  structures  of  a 
century  factory  would  collapse 
Third  Wave — then  heralded  as 
formation  Age. 

CONSPIRACY  THEORISTS.  The  i 

computer  revolution  and  the  w 
growth  of  the  Internet  have  c 
made  Toffler  look  more  presci( 
he  has  in  years.  And  his  many 
pies  at  Aspen  were  quick  to  d 
fresh  corollaries.  Panelist  Johr 
Barlow,  vice-chairman  of  the 
ic  Frontier  Foundation,  a  cybe 
interest  group,  extrapolated  tl 
federal  government  ("a  second 
institution")  must  die  off  as  th 
ond-wave  industrial  society  do 
stranger  to  conspiracy  theorie 
low  went  on  to  predict  that,  ft 
its  imminent  demise,  the  fedei 
reaucracy  (in  collaboration  wit 
second-wave  institutions  such 
mass  media)  would  try  to  supf 
the  cyberspace  revolution.  The 
thing  that  drew  a  bigger  respc 
from  the  libertarian-leaning  au 
were  repeated  attacks  on  the 
Education  Assn.  (a  corrupt  sec 
wave  monopoly  that  has  single 
edly  ruined  America's  educatio 
system)  and  calls  to  abo 
the  Federal  Communica 
Commission. 

Whether  Toffler's  basic 
is  right  is  open  to  debate 
clearly  wrong  is  the  assei 
that  the  decentralization 
I'uling  high  technology  sh 
the  guiding  principle  for  e 
human  endeavor.  Thankful 
panelist  Amo  A.  Penzias, 
mer  head  of  at&t  Bell  Lab 
the  only  Nobel  laureate  in 
bunch,  periodically  yanked 
gathering  back  to  earth.  Cor 
to  one  audience  member's  as; 
that  "we  have  overthrown  th' 
nomic  value  of  matter,"  Penzia 
minded  everyone  that  the  cybt 
realm  is  and  will  I'emain  a  subsf 
physical  world.  "Let's  understan 
there's  a  real  world  out  there," 
Penzias.  "I  know  we  don't  like  t 
talk  about  it.  But  the  industrial 
my  will  last  as  long  as  people  gt 
hungi'y  when  they  come  back  fn 


92  BUSINESS  WEEK  /  SEPTEMBER  11.  1995 


PERIPHERALS 


and  look  for  something  to  eat." 
3  more,  there's  a  very  real  risk 
olicies  for  cyberspace  are  made 
arrow,  doctrinaire  perspective, 

and  society  in  general  may  lose 

opportunity.  If  vast  swaths  of 
ilace  find  the  Net  remains  as  be- 
ar reach  as  a  trip  to  Aspen,  the 

could  make  the  Luddites  look 
)naries.  And  if  government  does 

a  substantial  role  to  ensure  the 
■  cyberspace  and  mediate  among 
ig  interests  (balancing  the  de- 
isseminate  information  freely 
jllectual-property  rights,  for  ex- 
,hen  the  new  frontier  vdll  re- 
dlderness.  John  Gage,  Director 
3ience  Office  at  Sun  Micro- 
and  an  Aspen  panelist,  pointed 

government — and  a  powerful 
government  at  that — will  still  be 
Only  a  federal  government 
atect  national  security  in  the  In- 
Age.  In  the  Information  Age, 

assault  on  the  Internet  could 
;onomic  havoc,  the  same  will 
3.  "When  the  devastating  attack 
hen  we'll  want  every  resource 
)vernment  brought  to  bear," 

THE  CORNER.  The  profound  im- 

of  the  technology  that  cyber- 
lebrate  is  not  in  question.  Nor 
much  doubt  that  the  absence  of 
ry  interference  has  left  hackers 
epreneurs  free  to  experiment — 
order  converting  the  Internet 
E-mail  system  for  academics 
ch  stew  of  news,  electronic  com- 
,  cyberzines,  and  Web  sites, 
ext  phase,  however,  will  involve 
ng  the  Net  from  a  voluntary 
conomy  into  a  true  commercial 
lere  millions  of  ordinary  Ameri- 
1  head  for  entertainment  and 
^ — and  where  businesses  may 

a  productivity  explosion  by 

friction-free  electronic  markets, 
tions  are  eager  to  make  the 
it  many  vdll  hesitate  until  they 
ure  that  their  assets  will  be  safe 

there's  a  cop  on  the  corner  to 
n  electronic  counterfeiters,  scam 
md  thieves.  And  if  it  turns  out 

market  isn't  delivering  the 
3  of  the  Net  to  all  its  citizens, 

people  may  want  the  govern- 
step  in  to  help.  In  short,  to  suc- 
the  cyber  era,  the  U.  S.  needs  to 
afting  wise  public  policy — 

vigorous  public  dialogue  among 
.,  government,  and  citizens. 

r  Editor  Lewis  oversees  BUSINESS 
nformation-technology  coverage. 


AND  NOW.  FOR  CREATIVE'S 
NEH  TRICK... 

After  Sound  Blaster,  will  lightning  strike  twice? 


In  the  West,  Sim  Wong  Hoo's  name 
may  not  be  up  there  in  the  pantheon 
of  high-tech  luminaries.  But  in  his 
native  Singapore,  the  chief  executive  of 
Creative  Technology  Ltd.  is  a  celebrity. 
Sim  has  staiTed  in  a  "do  you  know  me" 
American  Express  Co.  ad,  became  the 
basis  of  a  soap  opera  character,  and  is 
lauded  as  a  role  model  by  the  govern- 
ment. No  wonder:  In  14  years,  Sim  has 
turned  a  $6,000  investment  into  a  $1.2 
billion  powerhouse,  mainly  with  Sound 
Blaster,  an  add-in  card  fea- 
tui'ed  in  70%  of  all  multimedia 
PCS  used  in  the  U.  S. 

But  the  latest  chapter  in 
the  Creative  story  is  less  ti"i- 
umphant.  Sales  of  Sound 
Blaster  are  still  growing,  but 
margins  are  shrinking.  Forays 
into  new  areas  have  proved 
disappointing:  Sim  has  writ- 
ten off  millions  on  stakes  in 
voice-processing,  modem,  and 
CD-ROM  companies.  Co-founder 
Ng  Kai  Wa,  Sim's  friend  since 
second  gi"ade,  recently  quit.  In 
the  quarter  ended  Aug.  4,  the 
company  reported  a  $24  mil- 
lion loss  as  a  result  of  write- 
offs on  inventory  and  bad  in- 
vestments. Creative's  stock 
has  dropped  more  than  40% 
since  last  September,  to 
$10.50.  "The  sound-card  busi- 
ness is  slipping  away,"  says 
John  T.  Rossi  of  Robertson 
Stephens  &  Co.  "They  need 
to  find  their  next  big  story." 

Sim  says  he  has  it:  On  Aug.  16,  Crea- 
tive unveiled  the  3D  Blaster,  an  add-in 
board  that  uses  a  special  processor  to 
give  PCS  near-TV-quality  graphics.  The 
kits,  priced  at  around  $300,  include  six 
games  to  show  off  the  technology.  Sim 
says  he'll  sell  1  million  units  the  fii'st 
year:  "It  feels  like  Sound  Blaster  all 
over  again." 

OPEN  FIELD.  Repeating  that  success  will 
not  be  easy.  When  he  launched  his 
sound  cards  in  the  late  1980s,  Sim  set 
the  standard  for  PC  audio.  But  with  3-D 
gi'aphics,  the  standards  are  being  set 
by  Microsoft  Corp.'s  Windows  95.  That 
opens  the  field  to  just  about  anybody. 
Already,  creators  of  games  are  writing 
for  PC  cards  being  developed  by  such  ri- 
vals as  San  Jose  (Calif.)-based  Diamond 
Multimedia,  for  example.  "Everyone  and 


his  brother  will  be  getting  into  this  busi- 
ness in  the  coming  months,"  says  Jay  M. 
Wilbur,  chief  executive  of  id  Software 
Inc.,  developer  of  the  megabit  Doom. 

Keeping  ahead  of  the  rapidly  evolving 
chip  technology  is  also  getting  harder. 
Competitors  are  partnering  with  such 
hot  Silicon  Valley  chipmakers  as  3Dfx 
Interactive  Inc.  and  Nvidia  Corp.  With 
Nvidia's  chip.  Diamond  plans  to  market 
a  single  card  with  3-D  gi'aphics,  sound, 
and  video  this  fall.  Creative  says  it  will 


SIM  AIMS  TO  SELL 
A  MILLION  NEW  3D 
BLASTER  BOARDS 


have  an  all-in-one  board 
ready  next  year;  for  now, 
users  of  3D  Blaster  will 
also  need  Sound  Blasters. 
What  the  company  has  in  spades  is 
market  momentum:  12  million  Sound 
Blaster  customers  and  30,000  retail  out- 
lets. "They've  got  a  lock  on  the  shelf 
space,"  says  analyst  Rossi,  who  expects 
the  stock  to  rebound  to  $12  by  yearend. 

What  it  lacks  is  fat  profits.  Creative 
still  sells  some  1  million  Sound  Blasters 
a  month,  but  many  are  simply  chips 
sold  directly  to  PC  makers.  Sim  is  brac- 
ing for  slower  growth  by  revamping 
product  development  and  trimming 
costs.  "We  need  to  work  thi'ough  these 
difficult  times  and  build  on  the  next 
generation  of  technology,"  says  Sim. 
"What's  important  is  to  siu-vive."  How 
3D  Blaster  fares  in  the  market  could 
determine  whether  that  happens. 

By  Peter  Burrows  in  San  Francisco, 
with  Helen  Chang  in  Singapore 
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HOW  DEEP 

IS  PLATINUM'S  SHINE? 

Integrating  the  software  highflier's  acquisitions  won't  be  easy 


F! 


Hip  doesn't  begin  to  describe  Plati- 
num Technology  Inc.  Chief  Execu- 
tive Andrew  J.  "Flip"  Filipowski, 
an  entrepreneur  whose  holdings  also  in- 
clude a  recording  studio,  a  film-produc- 
tion company,  and  200  Boston  Market 
restaurants.  During  one  interview  at 
the  software  company's  Oakbrook  Ter- 
race (111.)  headquarters,  where  he  ar- 
rives clad  in  shorts  and  a  loud  T-shiit, 
Fihpowski  threatens  to  fii"e  employees 
who  doubt  the  company's  strategy,  jok- 
ingly propositions  Executive  Vice-Pres- 
ident Paul  L.  Humenansky,  and  dismiss- 
es a  question  about  Platinum's  ability 
to  integi-ate  17  recent  acquisitions  as 
"stupid." 

No  question,  audacity  has  sei^ved  Fil- 
ipowski well  so  far.  By  snapping  up  a 
bunch  of  small  companies  in  his  mar- 
ket— software  that  helps  corporations 
wi-ing  better  performance  out  of  main- 
frames and  other  computers — the  44- 
year-old  entrepreneur  is  on  his  way  to 
triphng  revenues,  to  $300  million.  Wall 
Street,  which  has  been  mainly  enthu- 
siastic about  Platinum  since  its  1991  in- 
itial public  offeiing,  has  bid  up  the  com- 
pany's shares  from  the  teens  a  year  ago 
to  around  25. 

But  buying  companies  and  running 
them  are  two  different  things.  Plat- 
inum's payi-oll  has  doubled,  to  1,200,  and 
Filipowski's  team  is  scrambling  to  make 
its  operations  work  as  a  single  unit.  A 
newly  hired  sales  force  must  leam  to 
sell  unfamiliar  products.  More  than  50 
progi-ams  must  be  made  to  look  and  act 
as  if  they  were  developed  by  one  com- 
pany. And  Filipowski  suddenly  finds 
himself  in  the  big  leagues,  selling 
against  such  giants  as  ibm  and  Com- 
puter Associates  International  Inc. 
SMOOTH  SEGUE.  Ti'ue  to  form,  Filipow- 
ski shrugs  off  the  challenges  and  of- 
fers one  of  his  own:  to  surpass  $2.5 
billion  Computer  Associates  "by  the 
end  of  the  decade."  That's  a  bold  boast, 
to  say  the  least.  Tkree  years  ago.  Plat- 
inum was  a  a  niche  company  whose 
progi-ams  made  it  easier  to  use  IBM's 
DB2  mainframe  database  program.  But 
the  outlook  for  mainframe  sales  began 
to  darken  in  1993,  and  Filipowski  decid- 


JUST  CALL  ME  "FLIP": 

Audacity  has  served 
CEO  Filipowski  well 
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ed  to  move  on  to  other 
markets. 

Softwai'e  for  so-called 
client-server  networks 
was  the  obvious  choice. 
In  early  1994,  he  began 
a  buying  spree,  snatch- 
ing up  companies 
whose  products  manage 
these  networks  of  desk- 
top clients  and  the 
server  computers  that  feed  them  data 
and  software.  Fihpowski  acknowledges 
that  the  spree,  which  cost  $300  million 
in  cash  and  stock,  mirrors  the  strategy 
Computer  Associates  used  in  becoming 
the  leading  independent  supplier  of 
mainframe  progi'ams. 

If  Filipowski  aims  big,  he  certainly 
picks  the  right  targets.  The  market  for 
programs  to  manage  client-server  nets 
is  growing  at  a  25%  annual  clip  and 
could  top  $10  bilhon  in  five  years,  says 
Gaitner  Group.  Companies  want  soft- 
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ware  to  manage,  troubleshoot,  and  it 
tangle  of  divei'se  computer  systems  |d 
software.  Answer  Systems,  acqiui-ecic 
$38  million,  handed  the  compani; 
client-server  "help  desk"  system  ^ 
automates  tech  support.  And  Platinip 
$33  million  purchase  of  Locus  Coma 
ing  gives  it  expertise  in  the  intricaft 
of  the  Unix  operating  system.  y 

Filipowski's  biggest  bet  is  the 
million  deal  for  Tr-inzic  Corp.,  w^ 
closed  on  Aug.  24.  Trinzic  is  a  top  p 
er  in  the  fast-grov 
market  for  data  w 
housing — a  techni 
for  collecting  infer 
tion  from  multiple  d 
bases  and  cross-in( 
ing  it.  By  correla 
data  from  the  mar 
ing  department's  s 
er  with  data  from 
gineering,  for  exam 
companies  can  gain 
uable  new  insights 
their  businesses. 
MELDING  POT.  Get 
a  handle  on  the 
Platinum  isn't  as  e 
Despite  a  $1.3  mil 
loss  in  the  second  q 
ter — because  of  a 
million  charge  for 
quisition  costs — ajial; 
at  Furman  Selz 
Robertson  Stephen; 
Co.  rate  Platinun 
buy.  But  Fihpowski 
es  technology  and  n 
keting  hurdles.  A 
time  programmer 
Motorola  Inc.,  he  n' 
now  supervise  the 
of  making  dozens  of 
ferent  programs  w 
intimately  togetl 
"That's  not  an 
task,"  says  Max  P.  V 
son  Jr.,  CEO  of  rival  i 
Software  Inc. 

In  marketing,  PI 
num  is  no  longer 
ply  trying  to  persu 
midlevel  managers  to  buy  softw 
worth  $100,000  to  help  nm  their  m; 
frames.  Now,  the  company  must 
technology  and  finance  chiefs  to  sp^ 
$500,000  on  softwai-e  that  will  help  tl 
organize  entu-e  computer  systems.  P 
inum's  current  customers  are  watch 
this  v/ith  concern.  "It's  a  big  risk,  ol 
ously,"  says  one.  The  question  is  whe 
er  the  audacity  that  got  Platinum  wh 
it  is  can  take  it  where  it's  going. 

By  Kevin  K^ 
in  Oakbrook  Terrace, 


1 
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n  P.  Hald  (left), 
•chairman  and 
Dunder  of  the  IT 
iuct  and  service 
.nization  MicroAge, 
with  Raymond 
adock  (right), 
president  Americas 
;  and  marketing, 
3usiness  Unit, 
tal  Equipment 
poration. 


The  1 995  Business  Week  Conference 

The  Virtual  Office: 

Impact  and  Implementation 


The  virtual  office  -  a  technology- 
enabled  workplace.  No  walls.  No  boundaries. 
Work  anytime,  anyplace,  linked  to  the  people 
and  information  you  need,  wherever  they  are. 
Wliy?  Because  business  needs  it  and  people 
want  it.  But  virtual  reality  is  just  wishhil 
thinking  unless  its  impact  and  implementation 
are  understood.  Recently  more  than  200  top 
executives  and  information  technology  (it) 
specialists  gathered  at  The  1995  Business 
Week  Conference  on  the  Virtual  Office  in 
New  York  City  to  talk  about  how  to  create 
the  virtual  office  in  their  companies  —  and 


what  to  expect  when  they  do. 

"h's  surprising  to  discover  how  fast  this 
phenomenon  is  actually  taking  place,"  says 
Dr.  Richard  Nolan,  professor  of  business  admin- 
istration, Harvard  Business  School.  "More 
people  have  virtual  offices  than  you  think." 

The  reasons  are  clear.  Information  —  in  locating 
customers,  communicating  with  the  sales  force, 
creating  innovative  products  and  services  —  has 
become  the  most  valuable  corporate  resource. 
Technology  —  paging,  e-mail,  voice  mail  and 
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messaging,  and  groupware  and  collabt)rative 
software  —  delivers  it  cheaply,  instantly,  and  glob- 
ally. Companies  are  taking  out  costs.  Customers 
are  better  served.  Employees  feel  empowered. 
And  profits?  "It's  too  early  to  be  ultimately  con- 
clusive," says  Nolan,  "but  it  is  generally  positive  in 
real  cost  savings,  longer  customer  retention,  and 
building  market  share." 

It's  changing  business.  Like  a  cyberspace 
Trojan  horse,  the  virtual  office  is  conquering  the 
Rmctional  hierarchy  fi-om  within.  By  enabling  an 
intimate,  immediate  connection  with  customers, 
the  organization  can  sense  their  needs  and  respond 
as  never  before.  As  a  result,  coiporate  stnicture 
and  strategy  liave  shifted  fi^mdamentally.  "The 
virtual  office  and  virtual  work,"  says  Nolan,  "are 
transforming  the  old  make-and-sell  Rmctional 
hierarchies  into  something  entirely  dilferent, 
sense-and-respond  IT-enabled  networks." 

Digital  Equipment  Coqjoration  Vice-President 
Americas  Sales  and  Marketing,  PC  Business 
Unit,  Raymond  Weadock  says  the  virtual  office 
began  with  distributed  computing  35  years  ago, 
which  first  gave  people  access  to  the  information 
they  needed  to  do  their  jobs.  "In  the  virtual 


MicroAge  Infosystems  Services:  Cutting  the  Cost  and 
Complexity  of  Connectivity 


Connectivity,  efficiency,  and  productivity  are  hailed  as  hallmarks  of  virtuality. 
But  they  come  at  a  cost  —  five  times  the  initial  computer  purchase  costs 
over  a  five-year  lifetime,  to  be  exact.  And,  though  the  cost  of  computer 
power  has  dropped  dramatically,  the  costs  of  actually  deploying  technology 
for  productivity  gains  more  than  offset  the  reductions. 

That  prompted  Alan  R  Hald,  vice-chairman  and  co-founder  of  the  IT 
service  organization  MicroAge,  Inc.,  to  alter  the  company's  strategy.  "We 
will  remain  a  highly  efficient  multi-vendor  product  provider  and  integrator, 
but  our  focus  is  on  growing  our  capacity  to  offer  services  that  enhance  the 
process  improvement  efforts  of  our  clients.  And  since  product  is  only 
1 5%  of  the  total  cost  of  computing,  we  better  serve  our  customers  by 
spending  more  time  on  reducing  the  other  85%  of  their  costs  —  enhancing 
process  improvements." 

Still,  strategic  or  tactically  critical  activities  are  the  corporate  jewels 
managers  are  loathe  to  outsource.  So  MicroAge  Infosystems  Services, 
MicroAge's  corporate  account  business  unit,  developed  an  alternative  to  the 
"service  bundling"  all-or-nothing  approach  to  IT  outsourcing — selective  out- 
sourcing. "With  selective  outsourcing,  companies  can  focus  on  core  compe- 
tencies and  reduce  complexity,  shortening  cycle  times,  improving  quality,  and 
lowering  costs,"  says  Hald.  The  strategy  breaks  down  outsourcing  services 
into  planning,  implementation,  and  support,  so  companies  can  retain 
strategic  or  tactically  critical  activities  and  outsource  non-core  functions. 

"I  recommend  that  clients  place  IT  implementation  activities  in  a  box, 
outsource  them,  manage  the  input,  and  measure  the  output.  They'll  see  a 
big  difference  in  their  business." 


rt^roppop.ATF  MAPKFTING  STRATFGIE 


A  window  from  Apple's  sales  force  automation  solution 
for  Whirlpool  Corporation 

office,"  says  Weadock,  "the  corporate  stnictun 
no  longer  walls  and  space;  it  is  the  network,  ar 
shared  infonnation  is  the  resource.  It  is  the  criti 
step  in  adapting  technology  to  enhance  corpor 
performance,  improve  efficiency,  raise  productiv 
and  lower  costs." 

And  that's  just  the  beginning.  In  companies 
that  have  implemented  the  virtual  office,  virtualj 
is  credited  with  accelerating  a  broader  rethinkir 
of  traditional  business  fiinctions.  Companies  Uk 
GE,  Ford,  and  Boeing  have  successfiiUy  appUec 
virtual  techniques  in  design,  engineering,  and 
manufacturing.  But  the  most  striking  and  wide- 
spread examples  are  in  sales. 

Sales  in  Cyberspace 

When  mega-appliance  maker  Whirlpool 
Corporation  shifted  its  corporate  strategy  to 
eliminate  distributors  antl  cultivate  relationshi] 
with  trade  partners,  success  hinged  on  the  sale 
force.  But  with  no  technological  links  to  the  ce 
tral  office  and  a  lack  of  coordination  of  resourc 
and  sales  support,  Whirlpool  recognized  that  i 
make  the  strategy  work,  big  changes  were  need 
in  the  field.  "We  needed  to  emj^ower  the  sales 
force  with  information  and  presentation  tools  i 
integrate  them  with  corporate  strategy,"  says 
Emn  Barnes,  Jr.,  Whirlpool  director,  IT  logisti< 
North  America.  Apjjle  Computer  provided  tht 
answer  with  a  sales  force  automation  system. 

"In  general  sales  reps  need  hyper  ease-of-uf 
They're  working  wacky  hours  in  all  kinds  of 
locations,"  says  Greg  Storey,  account  executive 
Apple  Computer,  Inc.  "If  the  system  doesn't 
|)rovide  immediate  results,  salespeople  will  ust 
lajjtops  as  doorstops." 

The  digital  sales  communication  solution 
A|iple  adapted  for  Whirlpool  was  designed  no 
only  to  drive  efficiency,  but  effectiveness.  The 
Apple  system  equij)s  la]5tops  with  video  and 


timedia  capabilities  so  sales  reps  can  deniori- 
I  te  coniinercials  and  print  ads,  tap  into  an  online 
log  for  jjroduct  dimensions  and  availability, 
ikout  promotional  offers  and  discounts,  and 
1  make  tailored  staff-training  presentations  at 
e  locations. 

'Our  Sides  force  cheered,"  attests  Barnes.  "Now 
re  introducing  the  system  to  Latin  America 
Europe,  developing  multimedia  initiatives, 
using  the  system  for  process  re-engineering." 
The  story  is  similar  at  Hewlett-Packard.  "Our 
pie  were  spending  too  much  time  developing 
rmation  sources  and  not  enough  time  under- 
iding  the  customers'  needs  and  selling  HP 
ducts,"  says  Robert  Langerman,  worldwide 
ket  development  manager,  Mobile  Computing 
ision,  Hewlett-Packard, 
iut  HP  wanted  to  design  and  implement  its 
s-automation  solution  in  tandem  with  business 
cess  re-engineering.  For  the  system,  it  relied 
ts  own  newly  created  laptop  division.  For 
)  with  the  re-engineering,  it  turned  to  KPMG 
t  Marwick  LLP,  for  its  worldwide  presence 
knowledge  of  HP  systems.  Together,  they  set 
I  sales  rep  focus  group,  which  set  specifications 
the  system's  development  and  created  and 
ed  a  system  prototyjje.  Sales  Information 
lagement  System  (SIMS).  Nine  months  later 
automation  system  was  rolled  out,  and  after  a 
'  of  success  in  the  field,  SIMS  is  being  imple- 
ited  mternationally. 


e  Hardest  Sale  of  Ail 

ipite  successes  in  corporations  as  prominent 
IP  and  Whirlpool,  the  virtual  office  can  be  a 
^h  sell  internally. 

Fake  British  Airways.  There,  the  internal  sale 
olded  against  the  backdrop  of  a  major  sales 
rganization  and  cost-cutting  initiative.  A  new 
;-president  for  sales  was  named,  support  Rinc- 
is  were  centralized,  and  some  sales  offices 
e  closed.  The  reorganization  put  pressure  on 
sales  force  to  spend  more  face  time  with  the 
tomer  and  strike  big  coqjorate  deals  in  short 
le  times.  But  the  existing  IS  infrastructure 
wasn't  up  to  it.  So  Henry  Hoffman,  Jr.,  who 
;ie  time  was  senior  vice-president,  information 
lagement,  decided  to  try  something  new  — 
Jes  force  automation  system. 
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The  growing  sense  of  urgency  made  the  Scdes 
force  easy  alfies;  selling  the  concept  to  management 
was  the  hard  part.  For  that  Hoffman  developed  a 
mini-system  that  would  dramatize  cost-and-time- 
saving  efficiencies.  To  dramatize  ease-of-use,  he 
enlisted  the  sales  VP  himself,  a  notorious  techno- 
phobe,  to  demo  the  system  to  senior  management 
in  London.  It  worked.  Within  five  months,  the 
pilot  was  generating  the  anecdotal  and  statistical 
evidence  to  suggest  payback  within  two  years. 
Worldwide  implementation  is  ongoing. 

"The  keys  to  the  internal  sale  were  the  buy-in 
of  the  sales  department.  We  involved  them  heavily 
in  the  system's  development  because  if  it  wasn't 
easy  to  use  or  it  didn't  meet  their  needs,  they 
weren't  going  to  use  it." 

So  What's  a  Manager  For? 

Meanwhile,  the  shift  from  workplaces  to  work- 
spaces calls  the  very  concept  of  "the  organization" 
into  question.  Robert  Johansen,  director,  emerging 
technologies  program.  Institute  for  the  Future, 
likens  the  post-re-engineered  organization  to  a 
fishnet:  edge-oriented  and  amorphous,  flexible, 
fast,  and  vast. 

Managers,  left  at  the  center,  are  slow  to  embrace 
the  virtual  organization  and  reticent  to  yield 
control  to  the  edges.  Beyond  yielding  control, 
Johansen  says  the  real  virtual  management 
challenges  are  maintaining  continuity,  building 
cooperation,  and  safeguarding  organizational 
memory  —  in  essence  building  a  "telecommunity." 

Adelaide  Horton,  managing  director,  Chiat/Day, 
who  marshaled  that  advertising  agency's  cyber- 
shift,  says  virtuality  requires  a  wholesale  reorien- 
tation of  management.  "Management  tends  to 
hang  on  to  supervision.  It's  a  difficult  leap  of 
faith  to  move  from  management  as  supervision  to 
management  as  access."  Horton  says  the  impact 
on  human  and  group  dynamics  is  significant. 
"People  still  need  to  be  together.  So  in  the  virtual 
office,  the  underlying  motivation  behind  manage- 
ment, whatever  its  structure,  should  be  to 
champion  that,  and,  in  so  doing,  enhance  a 
community  of  knowledge." 

But  that's  the  best  scenario.  Arlene  Johnson, 
vice-president.  Families  and  Work  Institute,  cau- 
tions that  culture  changes  could  lead  to  weaker 
interpersonal  relationships,  more  formality,  and 
"forced  flexibility." 

"How  the  'flexplace'  affects  corporate  culture 
depends  to  a  great  extent  on  whether  human  fac- 
tors are  a  conscious  part  of  planning  for  a  virtual 
office  environment,"  says  Johnson. 

"People  are  the  killer  appfication,"  Jerry 
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Michalski,  managing  editor,  Release  1.0,  reminds 
executives.  "Technology  is  only  valuable  it  it 
enables  people  to  communicate  and  perform  better." 

So  Johansen  stresses  the  importance  of  setting 
serious  human  resources  policies  to  regulate 
overwork.  "While  the  promise  of  the  virtual 


It's  Remotely  Possible 


organization  is  work  happening  anytime,  anypla 
the  danger  is  that  it  will  happen  every  time,  ev 
place."  Making  it  clear  that,  in  its  implementa- 
tion, virtuality  is  a  human  drama  still  unfoldin; 

By  Martin  Keohan  in  New  York. 


Virtuality  is  spreading  us  wire  thin.  And  until  now,  remote  users  have  been  shortchanged.  Whether 
away  from  their  desks  or  out  of  the  country,  they  were  out  of  the  loop.  Not  anymore. 

"The  critical  component  supporting  virtual  offices  is  the  network,"  says  Richard  Lush,  vice-president 
Digital  Equipment  Corporation.  "Now,  responding  to  a  growing  need  in  business  for  cross-departmentc 
teams,  technology  is  enabling  virtual  networks."  Since  virtual  teams  are  usually  temporary  and 
geographically  dispersed,  wiring  them  is  expensive  and  ineffective.  But  technological  innovations  like 
Digital's  RoamAbout  Access  Point  enable  wireless  connectivity  for  roaming  workers  who  need 
constant  access  to  the  network — from  anywhere  within  800  feet. 

For  the  even  more  remote,  NetRider,  another  Digital  innovation,  offers  remote  users  a  complete 
(hardware  and  software)  access  solution.  Using  dial-up  technology,  users  enjoy  full  access  to  file 
servers,  databases,  printers,  e-mail,  and  other  network  resources.  NetRider  also  provides  unprece- 
dented ability  to  either  drag  a  file  remotely  from  the  network  or  to  tap  into  the  network  capabilities 
directly.  "This  kind  of  total  access  allows  remote  users  to  be  full  members  of  a  virtual  team," 
says  Lush. 

And  just  as  networks  evolve  to  meet  the  demands  of  the  remote  user,  the  notebook  itself  is 
evolving,  adding  speed  and  flexibility  to  the  road  warrior's  arsenal.  Innovations  like  NEC's  Versa  4000 
Series  combine  the  power  of  the  Pentium  processor  with  the  flexibility  of  modularity  to  catapult  the 
laptop  into  a  new  era  of  functionality.  "What  we're  offering  remote  users  is  true  flexibility  —  high-enc 

power  to  handle  demanding  jobs,  plus  modular  desigr 
so  end-users  can  upgrade,  reconfigure,  and  expand 
the  notebook  to  fit  their  daily  agenda,"  says  Bob 
Levin,  director  of  product  marketing  for  NEC's 
Portable  Systems  Group. 

Of  course,  keeping  track  of  all  these  innovations 
means  managing  multivendor,  multiprotocal  enterprise 
networks  —  a  daunting  task.  But  it  doesn't  have  to  be, 
To  find,  share,  and  manage  information,  John  M.  Paul, 
senior  vice-president,  product  and  business  develop- 
ment. Banyan  Systems  Incorporated,  outlines  Banyan'; 
threefold  REDWOOD  strategy:  "Enable  users  to  find, 
access,  and  share  the  information  they  need,  wherevei 
it  is  in  the  extended  network;  use  electronic  mail  and 
the  Internet  to  extend  the  reach  of  corporate  data- 
base applications  to  remote  users,  partners,  and  con- 
sumers; and  automate  routine,  labor-intensive  admin- 
istrative tasks  so  you  can  be  more  proactive  in  net- 
work and  systems  management." 


NEC  displays  Its  Versa  Series 
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TED  BY  LARS  HANSEN 


S  WHEAT 
NGUS  MET 
;  MATCH? 


CAT  FARMERS  MAY  SOON 

biotechnology  to  take  on 
;e-all,"  a  fungus  that  at- 
ts  the  roots  of  wheat 
its,  turning  them  black  as 
ats  them  ahve.  Take-all 

wheat  yields  by  an  aver- 
of  15%  in  the  Northwest- 

U.  S.,  where  moist  soil 
iitions  favor  fungal 
vth. 

he  biotech  battle  against 
i-all  began  in  1988,  when 
iculture  Dept.  researchers 
itified  a  natural  antibiotic 
Juced  by  soil- dwelling 
idomanas  ftuorescens  bac- 
i.  The  researchers  isolated 
genetic  coding  for  the 


biotic  in  1992.  Since  then, 
f  have  placed  the  genes 
ther  strains  of  Pseudomo- 
that  are  better  suited  for 
icular  wheat-growing  con- 
ons.  They  have  also 
ned  to  mass-produce  the 
;eria  and  coat  them  onto 
wheat  seeds  in  batches  as 
:e  as  1,000  poimds.  "It  is 
coming  together,"  says 
fames  Cook,  reseai'ch  lead- 
for  the  usda's  Root 
sase  &  Biological  Control 
;earch  Unit  in  Pullman, 
5h. 

Tie  USDA  is  about  to  settle 
choosing  a  commercial 
;ner  to  aid  in  its  quest  for 
needed  Environmental 
tection  Agency  approval, 
ik  expects  commerciahza- 
1  of  the  process  within 
ie  years. 


A  BEHER  WAY  TO  SPOT  BRIHIE  BONES 

ANDREW  D.  DIMAROGONAS  FIRST  USED  VIBRATION  ANALYSIS 

in  the  1960s  while  at  General  Electric  Co.  to  detect  flaws 
in  turbines  and  rotors.  Now,  he  is  using  it  as  an  easy  and 
cheap  way  of  diagnosing  osteoporosis. 

The  brittle-bone  disease  that  affects  more  than  20 
million  Americans,  mainly  middle-aged  and  older  wom- 
en, has  until  now  been  checked  primarily  with  X-rays. 
Dimarogonas  uses  ordinary  sound  waves  in  the  audible 
range  that  rise  in  pitch.  If  the  signal  that  bounces  off 
the  bone  is  damped,  or  softened,  it  indicates  brittle 
bone.  Since  the  device  is  easy  to  handle — the  final  ver- 
sion is  expected  to  be  the  size  of  a  fountain  pen  hooked 
up  to  a  notebook  computer — "we  can  measure  almost 
every  bone  in  the  body,"  says  Dimarogonas,  who  is  now 
a  mechanical-design  professor  at  Washington  University 
in  St.  Louis. 

The  patented  technology  has  been  licensed  to  Eko 
Medics  Inc.  of  St.  Louis,  which  is  ovined  by  a  partner- 
ship between  Washington  University  and  venture-capi- 
tal firm  Alafi  Capital  Co.,  based  in  Berkeley,  Calif.  Clini- 
cal trials  aiming  at  Food  &  Drug  Administration 
approval  should  start  within  18  months.  Dimarogonas 
hopes  the  device  will  hit  the  market  in  three  to  five 
years,  at  a  price  of  $10,000  to  $20,000,  in  contrast  to 
$100,000  to  $300,000  for  an  X-ray  machine. 


INTEL  MAY  HAVE 
GIVEN  ITS  RIVALS 
A  BREAK  

EACH   NEW  GENERATION  OF 

microprocessors  from  Intel 
Corp.  usually  doubles  the 
speed  with  which  personal 
computers  can  run  programs. 
Not  this  time,  though.  Intel's 
own  tests  show  that  many 
existing  Microsoft  Windows 
progi"ams  vdll  operate  some 
16%  slower  on  the  P6 — the 
code  name  for  Intel's  next- 
generation  microprocessor 
due  out  this  fall — than  on 
high-end  Pentiums. 

The  reason:  Intel  tuned  the 
P6  for  programs  written  for 
such  advanced  operating  sys- 
tems as  Unix  and  Microsoft 
Corp.'s  Windows  NT,  which 
process  32  bits  of  data  at  a 
time.  To  save  valuable  space 
on  the  new  chip,  Intel  left  out 
transistors  that  would  have 
speeded  up  older  16-bit  pro- 
grams. Even  with  the  initial 
vereion  of  Microsoft's  Windows 
95,  the  P6  outruns  a  high-end 
Pentium  by  only  25%. 

That  could  give  rivals  such 
as  Advanced  Micro  Devices 
Inc.  and  Cyiix  Corp.  a  win- 
dow of  opportunity,  since 
their  next-generation  chips 
are  designed  to  speed  up  16- 
bit  code  as  well  as  32-bit 
code.  But  by  1997,  when  the 
P6  will  be  in  high-volume 
production,  32-bit  programs 
may  dominate. 


RECYCLING  CHLORINE:  A  RECYCLED  IDEA 


SWIMMERS  PLUNGING  INTO 

public  pools  often  feel  reas- 
sured by  a  whiff  of  chlorine. 
But  the  chemical  is  an  envi- 
ronmental nightmare. 
American  makers  of  plas- 
tics, paints,  and  other  mate- 
rials consume  12  million 
tons  of  it  each  year.  During 
production,  as  much  as  half 
of  that  may  combine  vdth 
hydrogen  to  form  a  corro- 
sive waste,  hydrogen  chlo- 
ride, which  turns  into  hy- 


drochloric acid  when  dis- 
solved in  water. 

Soon,  companies  may  be 
able  to  recover  the  chlorine 
from  waste  hydi'ogen  chlo- 
ride and  reuse  it,  thanks  to 
a  refinement  of  a  130-yeai- 
old  catalytic  technique  for 
cleaving  chloiine  and  hydro- 
gen bonds.  The  original  ap- 
proach converted  only  70% 
of  the  hydrogen  chloride. 
And  the  high  costs  of  han- 
dling the  hot,  corrosive  mix- 


tures prevented  commercial- 
ization. But  University  of 
Southern  California  re- 
seaiX'hers  have  broken  the 
catalytic  process  into  two 
steps  that  nan  cooler.  Based 
on  18  months  of  tests  with 
Carbui'os  Metahcos  in  Bar- 
celona, use  chemical  engi- 
neer Ronald  G.  Minet  says 
they  can  recover  chloiine  for 
just  $80  per  ton.  The  chemi- 
cal costs  as  much  as  $250 
per  ton  on  the  open  market. 
Chemical  giant  ici  and  oth- 
ers have  expressed  interest. 
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WEIRD  FLUIDS, 
BIG  BUSINESS 

Supercriticals  may  be  reaching  critical  mass 


NutraSweet  Co.  puts  eggs  through 
the  winger  to  make  Eggcellent, 
its  new  egg-yolk  powder  with 
74%  of  the  fat  and  90%  of  the 
cholesterol  removed.  It  dehydrates 
them,  tiu'ning  the  golden  spheres  into  a 
powdery  glob.  Then,  it  shoots  in  car- 
bon dioxide  that  has  been  transfoiTned 
under  high  pressure  into  a  so-called 
supercritical  fluid.  This  liquid-like  gas 
becomes  a  dieter's  best  friend,  extract- 
ing fatty  triglycerides  and  cholesterol 
but  leaving  phospholipids — the  fats  that 
help  foods  stick  together.  Introduced 
late  last  year,  Eggcellent  is  showing  up 
in  gToceiy  items  ranging  fi'om  waffles  to 
mayonnaise. 

As  NutraSweet's  success  shows, 
supercritical  fluids  are  finally  delivering 
on  some  of  the  high  hopes  of  the  1980s, 
when  supercritical  decaffeination  stirred 
excitement.  These  mysterious  fluids — 
actually  gases  or  liquids  that  turn  into  a 
new  state  of  matter  above  a  "critical" 
temperature  and  pressure — are  being 
used  or  tested  for  such  varied  applica- 
tions as  distilling  petroleum  and  de- 
stroying U.  S.  Amny  tear-gas  stockpiles. 

Why  are  supercritical  fluids  finally 
reaching  critical  mass?  For  starters, 


tougher  standards  for  air 
and  water  quality  and  food 
and  drugs  have  pushed 
industries  toward  the 
ultraclean  technolo- 
gy. Engineers  have 
also  learned  from 
years  of  high-pres- 
sure experimentation 
how  to  coax  desired  proper- 
ties from  supercritical  fluids  by 
tweaking  their  temperature  and  pres- 
sure. Getting  Eggcellent  out  of  egg 
yolks  "took  more  hours  than  I  care  to 
remember,"  says  Kenn  Vest,  the  prod- 
uct's marketing  development  dii-ector. 

Scientists  have  known  since  the  late 
19th  centiu-y  that  certain  materials  took 
on  strange  properties  when  sufiiciently 
heated  and  squeezed.  Carbon  dioxide, 
for  instance,  goes  supercritical  at  88F 
and  73  times  noiTnal  atmospheric  pres- 
sure. Above  that  point,  it  has  the  den- 
sity of  a  liquid  but  behaves  like  a  gas  in 
the  way  it  diffuses  into  cracks  and  cre- 
vices. It's  a  gentle  but  effective  solvent. 
Supercritical  water  is  something  else 
entirely:  Mix  it  with  oxygen,  and  the 
combination  oxidizes  nearly  anything  it 
touches — the  same  as  fire. 


O  Carbon 
dioxide  gas 
enters  a  fluid- 
like supercritica 
state  when  it's 
raised  to  88F 
and  73  times 
normal  pressure 

0  The  super- 
critical CO2 
mixes  with 
coffee  beans 
in  a  chamber, 
dissolving  out 
the  caffeine. 


DECAFFEINATED  COFFEE 


The  petrochemical  industry  was  tj^ 
fii"st  to  exploit  supercritical  fluids.  Beg 
ning  in  the  1950s,  it  used  a  supercritil 
version  of  the  hydrocarbon  gas  pentg| 
to  distill  heavy  cmde  oils  and  tar. 
the  late  1970s,  Gennan  coffee  compa| 
HAG  mastered  the  use  of  supercriti 
carbon  dioxide  to  decaffeinate  coffi 
General  Foods  Corp.  bought  hag 
1979,  and  in  1988,  its  Maxwell  Hoii 
Coffee  Co.  unit  refitted  a  pi; 
in  Houston  for  supercriti 
extraction  (diagram), 
caffeination  used  to 
pend  on  methylene  cli 
ride,  which  is  nowi 
suspected  carcinogen.  1 
other  big  decaf  mak( 
simply  svritched  to  anotl 
chemical;  Maxwell  Hoi 
says  it  picked  supercriti 
extraction  for  Sanka  a 
other  brands  because  it  b 
ter  preserved  the  coffee's  ; 
vor — and  adds  that  its  custo 
ers  are  pleased. 

TEFLON  AND  SPRAYS.  The  1990  amei 
ments  to  the  Clean  Air  Act  are  giv: 
supercritical  fluids  a  boost  by  requir 
the  phaseout  of  chlorofluorocarbo 
Supercritical  carbon  dioxide  could  subi 
tute  for  C'FCs  in  the  making  of  fluo 
polymer  plastics  such  as  DuPont  C 
Teflon.  In  production  of  emulsion  po 
mers  such  as  polyvinyl  chloride,  1 
building  blocks  called  monomei-s  don't 
ways  mix  well  in  supercritical  fluids. 
Joseph  M.  DeSimone,  a  University 
North  Carolina  chemist,  is  leading 
search  on  a  kind  of  chemical  "soap" 
improve  the  mixing.  Aside  from  polyn 
production,  supercritical  fluids  can 
used  to  create  evenly  sized,  microsco 
particles  fi-om  substances  dissolved 
them.  Phasex  Corp. 
Lawrence,  Mass 
Dura  Pharmaceutic 
Inc.  of  San  Diego 
exploiting  that  prop 
ty  to  create  better 
halable  dnig  sprays 
In  environmen 
cleanup,  water  is 
most  promising  of  t 
supercritical  fluii 
Last  year,  Eco  Wai 
Technologies  of  Aust 
Tex.,  completed  t 
world's  first  comm^ 
cial  system  to  tr< 
wastes  by  supercriti 
water  oxidation.  Ri 
ning  at  l.OOOF  and  2 
times  atmosphe: 
pressure,  it  trei 
about  five  gallons 


a 


OThe  CO2  is 

repressurized 
and  the  cycle 
repeats. 


©  When  the 
pressure 
drops,  the 
CO2  returns 
to  gaseous 
form  and  the 
caffeine  drops 
into  a  second 
chamber. 


The  Clean 
Way  to 
Make  Decaf 
Coffee 

Coffee  decaffeina- 
tion used  to  employ 
harmful  methylene 
chloride.  Now, 
Maxwell  House 
Coffee  Co.  uses  a 
"supercritical"  form 
of  carbon  dioxide,  a 
harmless  gas  i 
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our  next  assignment  couia 
ake  you  from  just  about 
nywhere  in  the  U.S.  to  just 
bout  anywhere  in  the  world. 


teiy,  so  can 


Anyone  can  promise  you  the 
world.  We  can  actually  deliver  it. 
And  now  we  can  deliver  it  from 
almost  anywhere  in  the  U.S. 
A  single  call  to  Lufthansa  can  get 
you  from  Denver,  Des  Moines, 
Wichita,  or  dozens  of  other  U.S. 
cities,  to  just  about  any  major 
world  city,  thanks  to  our  alliance 
with  United  Airlines.  Cooperative 
ground  service  and  coordinated 
schedules  simplify  planning, 
check-in  and  transfers.  Cooper- 
ative frequent  flyer  programs  let 
you  earn  miles,  literally  all  over 
the  world.  In  other  words,  we 
make  it  easy  to  get  from  just 
about  anywhere  here  to  just  about 
anywhere  there. 


Lufthansa 


Accrue  or  redeem  miles  in  either  Lufthansa  Miles  &  More  ' 
or  United  Mileage  Plus'  when  you  fly  on  Lufthansa  flights 
or  flights  operated  by  our  global  partner,  United  Airlines. 


chances  are, 
your  first  Rolodex® 
phone  directory 
was  nothing  like  this. 


^89 


99 


Think  yoLi  d  be  lost  witliOLit  your  old 
desktop  flip  File?  We  think  you'll  like 
this  new  Rolodex  pocket  difectoiy. 

•  Organizes  up  to  1(X)()  detailed 
business-contact  files 

•  Stores  up  to  (lO  lines  per  hie, 
displays  up  to  six  lines  at  once 

•  Allows  convenient  scrolling  plus 
instant  access  to  data  witli  its 
powerful  electronic  search  mode 

•  Shares  data  with  compatible 
directories  via  IR  beam  and  links 
t( )  a  PC  with  available  interface 

To  order,  or  for  the  locaticjn 
c:>f  a  store  near  you,  call: 

1-800-THE-SHACK" 


Radio  /haeK 

You've  got  questions.  'We've  got  answers.'' 


Prices  apply  at  participating  Radio  Shack  sloies  and  dealers  Items  not  available 
lised  pfice  A  participaling  store  will  oiler  a  comparable  value  il  tfie  product  is  sol 
this  ad  or  slock  or  special-oider  every  item  advertised  Copies  ot  applicable  warr 
Customer  Relations,  1400  One  Tandy  Centei,  Fort  Wortti,  TX  76102    '"  Rolodex 


a  participating  siore  can  be  special-ordered  (5ub)ecl  lo  availabiiny)  al  Ihe  adver- 
3ul  Independent  Radio  Shack  dealers  and  Iranchisees  may  not  be  participating  ir 
ties  are  available  upon  request  ai  stores  lor  inspection  before  sale,  or  by  wnling 
a  registered  trademark  ol  The  Rolodex  Corporation 


T  PLANNERS 

from  BusinessWeek  for 

"116.95 

Plus  $2.25  handling 
&  packing 


Gold  blocking  of 
your  full  name 
add  .$4.75 

Planner  size: 
67.'"x3'/.."x'/." 


Lad  e  by  British  craftsmen 
and  available  in  your  choice  of  color- 
classic  black  or  rich  burgundy  this 
slimline  pocket  planner  offers  real  value 
for  money.  Boasting  a  13-month  calendar, 
week-to-view  appointments'  pages,  and  a  useful 
business/travel  information  section  it's  the  planner 
you  should  already  be  using. 


dil  card  holders  mav  call 

TOLL-FREE 
800-247-2570 

In  Iowa  800-362-2860 
.Ask  Operator  W  for  Dept  BN.54PP6 
We  hiiniir  .\mEx  Diners  Visa.  MasterCard 


TO  ORDER:  Make  check  payable  to  BUSINESSWEEK 

PLANNER  and  mail  to  DEPT.  BN,54PP6,  P.O.  Box  1597,  ^  ' 

Fort  Lee,  NJ  07024  U.S.A.  Enclose  separate  sheet  with  color  choice,  personalization 
requirements  and  delivery  details.  N.J.  residents  add  6%  Sales  Tax.  U.K.  residents 
please  add  V..'\.T.  Full  refund  if  not  completely  satisfied  with  materials  and 
workmanship.  For  customization  options  and  special  discounts  on  larger  quantities 
call  Amanda  Kane  on  201-461-0040. 


liquid  waste  per  minute  at  a  laboraji 
and  pilot  plant  in  Austin  ownec 
Huntsman  Corp.  Such  harmful  org 
materials  as  benzene,  hexane,  and 
line  are  tiuned  into  cai'bon  dioxide, 
gen,  nitrogen,  and  pure  water, 
small  traces  of  cai'bon  monoxide.  Hi| 
man  says  the  process  costs  about  l|| 
the  $L25  per  gallon  that  it  pays  fo| 
cinerating  the  hquid  waste.  So  far,! 
system  won't  work  on  any  chlorin| 
or  fluorinated  compounds,  such  as  ($ 
MULTIPURPOSE?  For  the  U.  S.  Def| 
and  Energy  departments,  an  enviji 
mentally  friendly  way  to  wipe  ^ 
harmful  wastes  could  be  a  big  hf 
One  U.  S.  Navy  officer  estimates  k 
the  Defense  Dept.  alone  could  us(,b 
to   25  supercritical-water-oxidaf 
plants,  each  one  handling  6,000  gal^ 
a  day.  Indeed,  Defense  and  Energy? 
spending  $15  million  to  $20  mijc 
every  year  just  to  develop  the  tfl 

WHERE  SUPERCRITICAL 
FLUIDS  ARE  USED 


PROCESS 

s 

DECAFFEINATION  OF  COFFEE 

U\TE  15 

REMOVAL  OF  FAT  AHO  CHOLESTEROL 
FROM  EGGS 

1 

TREATMENT  OF  LIQUID  INDUSTRIAL  WASTE  1 

CREATION  OF  MICROPARTICLES  FOR 
DRUG  INHALERS 

RESEA 

POLYMER  PRODUCTION 

RESEA 

DATA:  BUSINESS  WEEK 

nology.  They  are  cooperating  with 
companies  as  Foster  Wheeler  De 
opment,  Martin  Marietta  Energy 
tems,  and  Modell  Development  bas( 
Framingham,  Mass. 

Enthusiasm  for  supercritical  fli 
may  overreach  at  times.  For  insta 
Los  Alamos  National  Laboratory 
Hughes  Environmental  Systems 
are  spending  $3  million  to  study 
use  of  supercritical  carbon  dioxidl 
dry  cleaning  as  a  substitute  for  harj 
perchloroethylene.  But  comer  dry  c 
ers  might  be  better  off  simply  pidd, 
less-harmful  chemical  solvent.  Ph 
founder  and  President  Val  KrukoniJ 
gues  that  supercritical  fluids  aren't  j 
ed  for  most  kinds  of  cleaning.  E$ 
Charles  A.  Eckert,  a  chemica)  engiic) 
ing  professor  at  Georgia  Institut  ' 
Technology  and  vice-president  (  ! 
International  Society  for  the  Ad\ . 
ment  of  Supercritical  Fluids,  says  si 
critical  fluids  should  be  "a  tool,  ii 
goal."  Still,  in  several  fields,  this  l,'l 
pressure  state  of  matter  could  take  k 
of  pressure  off  the  environment. 

By  Lars  Hansen  in  Nev 


Introducing  a  new  direction 
in  healtli  care  coverage. 


for  companies  with  more  than  50  employees.^ 

UniCARE  Integrated  streamhnes 
the  claims  process,  offering  one  doctor 
network  instead  of  two.  Which 
saves  your  company  time  and  money. 
And  that's  always  a  good  direction 
for  any  business  to  pursue.  To  find  out 
more,  call  your  insurance 
broker  or  Blue  Cross  sales  office. 

'^^^  Blue  Cross  of  California. 

fnpanies  wrth  less  than  50  employees  call  your  Blue  Cross  agent  or  1-800-999-2273,  ®  A  tegsieied  Kade  mart*  ot  (he  Blue  Cross  AssociaiKDn  SM  is  a  service  mark  of  WellPoini  Health  Nerwcxks  inc  Meaicai  coverage  wnnen  by  Blue  Cross  ol  California.  CalrfomiaCare  Healih  Plans 

-ind  WellPomr  Lile  Insur^-nce  Company  W'.'t-pr-,  r rirT,nen'-.-:-iiinn  ,-nveraqe  wtv.,-,  i:,y  ijnfARE  Insuranro'  rnrr,pdnv  "Blue  Cro^r.  ot  Cal^'or'Hd  anrf  Cali'd'ur-iCafp  Hp-ilth  Pl.^rr;.  are  IndepenOeni  Li^en^ees  ol  trie  Blue  Cro'^'i  Association  (^1995  Blue  C'QSSOf  Calilorma 
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Recognize  a  sign  of  opportunity  when 
you  see  it?  Then  new  UniCARE 
Integrated"  from  Blue  Cross  of  California 
should  stop  you  in  your  tracks. 
UniCARE  Integrated  is  a  unique  combina- 
tion of  group  medical  and  workers' 
comp  coverage  in  one  economical  package. 

Blue  Cross  has  joined  forces 


with  UniCARE,  one  of  the  state's  lai'gest  and 
most  respected  workers'  comp 
companies,  to  create  this  breaktlu'ough  plan 


WHAT  QUAINT  HOTEL 

From  now  until  10/31/95, 

IN  WAIKIKI 

corporate  travelers  who  stay  a  minimum  of 

GIVES  YOU  THE 

three  nights  get  a  special  corporate  rate 

FIRST  NIGHT  FREE 

of  just  $135*  per  room,  and  the  first  night  is  free. 

AND  A 

Plus,  all  the  amenities  you 'd  expect  from 

CORPORATE  RATE 

a  luxurious,  four-diamond  hotel 

OF  JUST  $135?' 

We're  Waikiki's  best  kept  secret. 


WAIKIKI  ^iSam  HOTEL 


2233  Helumoa  Road,  Honolulu.  Hawaii  96815 
Managed  by  Halekulani  Corporation 
Call  your  /ravel planner,  or  toll-free  800-422-0450  Continental  USA 
Phone:  808-921-7272  Facsimile:  808-923-1336 

"/9'J'y  corponile  rule 


YOU  KNOW  ALL  ABOUT  THE 
LAST  DAY  IN  JOHN  KENNEDY'S 
LIFE.  BUT  WHAT  ABOUT 
THE  16,979  DAYS  BEFORE  IT? 


May  29th,  1917.  Rose  Kennedy  of  Brookline,  Massachusetts 
gives  birth  to  her  second  son,  John  Fitzgerald  Kennedy.  July  23, 
1935,  JFK's  acceptance  letter  from  Harvard  arrives  in  the  mail 
August  2, 1943,  PT-109,  with  JFK  on  board  as  commander,  is 
sunk  by  a  Japanese  destroyer.  May  6,  1957,  "Profiles  in  Courage", 
written  by  JFK,  is  awarded  the  Pulitzer  Prize  for  biography. 
January  20, 1961,  he  becomes  the  youngest 
elected  President  of  the  United  States. 
At  The  New  Museum  at  the  John  F.  ^ 
Kennedy  Library,  these  are  just  a  few  of  the  many  important  days  you'll  learn 
about  in  the  life  of  our  35th  President.  As  you  watch  rare  footage  of  a  football 

game  at  Hyannis  Port,  stand  in  the  middle  of  a  mock  TV  studio,  listen  to  real  speeches 
and  interviews,  and  study  old  photos,  you'll  hear  yourself  repeat  over  and  over,  "I  didn't 
i  know  that.  "  The  fact  is,  you'll  come  away  just  as  many  Americans  did  after  meeting 
JFK  for  the  first  time:  with  a  renewed  passion  and  vigor  for  American  politics.  Why  not 
call  us  at  617-929-4523  to  learn  more.  Then  plan  to  visit  us.  It  will  be  a  day  you  won't  soon  forget. 


THE  NEW  MUSEUM  AT  THE  JFKUBRARY 
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jO  Ai30ve  and  beyond  Your  bottom  Line 


lie  1995  Business  Week  Forum  of  Financial  Directors 

rhe  Financial  Director:  Sentinel  of  Value 

here's  a  new  breed  of  Financial  Director.  One  who's  looking  beyond  corporate  finance 
nd  taking  charge  of  overall  corporate  strategy.  Join  Business  Week  and  the  Financial  Directors 
f  Europe's  business  community  for  face-to-face  interaction  and  discussion  on  how  today's 
inancial  Director  is  doing  more  than  ever  to  improve  the  bottom  line. 


7-18  October  1995 
he  Landmark  London 
.ondon,  U.K. 


In  association  with: 


eunetcom 

Ohio  Department  oi  Development 
Thomas  Group,  Inc. 
Union  Bank  of  Switzerland 
Unisys  Corporation 
Wharton  Executive  Education 


matured  Speakers:   Peter  D.  Sutherland,  former  Director  General,  GATT/WTO 
S.  B.  Birkenhead,  group  finance  director.  National  Power  Pic. 
Ray  Stewart,  Chief  Financial  Officer,  Matav 
Sir  David  Frost  OBE,  Broadcaster/Interviewer 


)  register  for  the  Europe  Forum  of  Financial 
irectors,  call  +1(212)  512-2184,  fax  your  response  to 
(212)  512-6281,  or  mail  this  registration  form  to: 

m  McKenna 

tsiness  Week  Executive  Programs 

121  Avenue  ol  the  Americas,  36th  floor 

ew  York,  NY,  U.S.A.  10020-1095 


lE:  US  $950 
Check  enclosed 
Bill  me 


Bill  my:  □  American  Express 

□  MasterCard 

□  Visa 


COUNT  NUMBER 


EXPIRATION  DATE 


NATURE 


NAME 


TITLE 


COMPANY 


ADDRESS 


CITY 


STATE/COUNTRY  ZIP/POSTAL  CODE 


TELEPHONE 


FAX 


PRIMARY  BUSINESS 


ANNUAL  REVENUE  (US$) 


E  X  E  CUTIVE    PROG  R  A  M  S 


Beyond  news.  Intelligence. 


TNEnnninii 


Around  Poughkeepsie, 
Big  Blue's  fading  seemed 
fatal.  Here's  why  it  wasn't 


IBM  was .  ..it  was  great.  You  should  have  been  here  to  see 
it.  They  could  spend  money,  they  were  like  the  govern- 
ment. We'd  get  a  multimillion-dollaf  job  done,  and  before 
ymi  knew  it.  they'd  rip  it  out  and  start  something  new.  We 
thought  it  would  never  end. 

— Ronald  J.  Weiss,  C.  B.  Strain  &  Son, 
mechanical  contractors 

On  the  morning  of  Mar.  30,  1993,  the  world's  biggest  com- 
puter company  announced  what  many  in  New  York's  Hudson 
Valley  had  feared  in  their  guts,  but  few  had  really  thought 
possible:  "2,700  Fired,"  the  Poughkeepsie  Journal  mourned. 
IBM  ah-eady  had  drained  thousands  of  jobs  from  the  region  in 
the  previous  five  yeai-s.  But  this  was  a  cinshing  blow:  For  the 
fu'st  time  in  its  history,  Big  Blue  was  laying  people  off. 

"It  was  really  devastating  to  everyone,"  recalls  Yvette 
Wild,  a  line  worker  who  lost  her  job  that  day.  Wliat  had  been 

the  valley's 
dominant  em- 
ployer ulti- 
mately would 
reduce  the 

payi'oll  at  thi'ee  local  plants  by  two-thirds  from  its  1984  peak 
of  31,300  jobs,  abandoning  a  mammoth  chunk  of  its  East 
Fishkill  factoiy  and  shuttering  anothei'  in  Kingston,  20  miles 
upriver  The  reason  was  no  mystery:  IBM  had  lost  $16  billion 
ovei'  three  years.  Its  products  in  many  markets  were  uncom- 
petitive; its  rivals  simply 
were  better. 

More  than  two  years  lat- 
er, Poughkeepsie  and  the  vil- 
lages that  dot  Dutchess 
County's  surrounding  hills 
still  suffer  fi'om  the  resulting 
dislocation.  Howard  Aronoff, 
once  a  senior  planner  for 
IBM's  mainframe  software,  is 
retired  at  age  55.  Although 
a  generous  severance  pack- 
age keeps  him  above  water, 
he  hasn't  found  the  sort  of 
work  he  spent  a  career  do- 
ing— and  "I  refuse  to  pack 
cans  in  a  grocery  store." 
Doug  Bradley,  who  used  to 


Special  Report 


HANGING  IN 

Li  Some  people 
are  paying, 
some  aren't. 
Money  is  tight- 
let's  face  it  M 

—  MIKE  ZDRODOWSKI 
Owner,  Mike's  Lawn  Mower, 
in  LaGrange,  N.  Y. 


clean  ibm's  floors,  does  odd  jobs  and  gets  lunch  at  ;i 
kitchen.  At  Mike's  Lawn  Mower  in  LaGrange, 
Zdrodowski's  business  is  off  40%.  "Some  people  are  pa^ 
some  aren't,"  he  says.  "Money  is  tight — let's  face  it." 

IBM's  downsizing,  in  fact,  has  cut  deep  into  this  commi 
75  miles  north  of  New  York  City.  Yet  the  shock  also  ha; 
to  sometMng  fairly  remarkable:  The  liigh-tech  company  t 
now  lacking  its  company,  is  finding  a  new  energy  of  its 
A  wave  of  industrial  migrants  is  filling  some  of  the  ei 
properties  that  form  a  necklace  of  "For  Rent"  signs  an 


104  BUSINESS  WEEK  /  SEPTEMBER  11,  1995 


state  plans  to  fill  IBM's 
empty  plant  with  data- 
processing  workers 


euiun,  won  over  in  part  by  an  activist  government  that 
had  the  luxury  of  thumbing  its  nose  at  development, 
"tech  startups  are  retooling  the  clean  rooms  IBM  once 
to  manufacture  microprocessoi-s;  mom-and-pop  operations 
found  happiness  in  old  IBM  research  space, 
itrepreneurship  is  blossoming  where  once,  "everyone, 
^  here  had  the  same  big-company  mentality,"  says  Rob- 
.  Ritter,  35,  a  frenetic  young  executive  who,  in  a  year, 
)uilt  a  thriving  small-business  incubator  nurturing  35 
liips.  Fayiz  Hilal's  Cetek  Inc.,  a  22-employee  machine 


Kingston  i 


HUD 
VA  L 


D UTCHESS 
COUNTY 


SON 
LEY 

%M  New  Wal-Mart 
^       is  on  the  way 


I        IBM's  remaining 
mainframe  factory  is 
booming  again 


ULS TEE 
COUNTY 


Poughkeepsie 


Small-business 
incubator  set  to 
double  in  size 

Medical  products 
maker  relocates  here 


East 
Fishkill 


P  UTNAM 
CO UNTY 


ORANGE 
C  0  U  N  T  Y 


Folks  were  in 
denial-sure 
that  another 
big  computer 
outfit  would 
move  in  soon 


shop,  lost  more  than  lialf  its  revenue  in  1994;  now,  Hilal  is  de- 
veloping a  new  ceramics  process  technology.  "Once  we're 
set  up  to  get  sufficient  production  out  the  door,  we'll  be  sold 
out,"  he  pledges.  "Sold  out." 

The  Hudson  Valley  has  embarked  on  a  quest  to  regenerate 
itself — to  survive  and  retain  viability  in  this  era  of  global  com- 
petition. It  is  a  struggle  that  resonates  in  cities  and  towns 
throughout  the  nation.  Can  communities  save  themselves 
fi'om  economic  and  social  irrelevance?  How  do  they  sustain 
competitive  advantage?  "International  capital  can  go  any- 
where it  wants,"  says  Hai-vey  K.  Flad,  a  geogi'apher  at  Vas- 
sar  College  in  Poughkeepsie.  What  will  bring  it  here? 

The  answer,  the  valley  is  discovering,  is  complex.  Gov- 
ernment, certainly,  must  buy  in:  Its  actions  can  nurtiu'e  devel- 
opment or  choke  it.  Regional  linkages,  too,  are  cmcial.  The  In- 
formation Age  notwithstanding,  ^^^""•••'^^^'•'•''''''''''•'•••^ 
companies  locate  or  expand  in 
places  where  there  are  suppliers 
and  buyers.  Most  important  of 
all  is  himian  capital — an  educated 
workforce  that  can  keep  up  with 
unyielding  market  change. 
NO  PRISONERS.  What's  at  stake, 
in  essence,  is  quaHty  of  life.  The 
global  economy  is  acting  relent- 


Lessons  from 
Dutchess  County 


The  alternative  is  a  region  little  more  than  another  spot  on 
map,  an  also-ran  with  low-skill  service  jobs,  a  McDona 
and  a  Wal-Mart.  An  also-ran  that  used  to  have  it  really  gc 

• 

The  company  town  is  a  fundamentally  flawed  econo 
organism.  We  have  known  this  for  decades,  with  grim  tes 
ment  in  the  collapse  of  Rust  Belt  industrial  centers.  Thinl 
U.  S.  Steel  and  Homestead,  Pa.,  or  General  Motors  and  Fl 
Mich,  (page  112).  Dominant  employers  foster  dependenc^ 
their  communities,  dulling  the  incentive  to  take  risks.  Gi' 
captive  labor  and  suppliers,  moreover,  companies  themsel 
typically  lose  their  edge.  "The  model  is  not  conducive 
growth,"  says  Edwai-d  L.  Glaeser,  an  economist  at  the  Hoc 
Institution  on  War,  Revolution  &  Peace.  "Diversity  and 
petition  are  the  linchpins  to  long-teiTn  profitability." 

But  the  tioith  is,  company  towns  are  irresistible.  Big 
ployers  create  complacency,  but  also  jobs.  They  build  scb 
and  pay  doctors'  bills.  "People  always  say,  'Don't  put  y 
eggs  in  one  basket,'"  says  Emerson  L.  Burger,  a  pro, 
manager  laid  off  when  his  employer,  a  Poughkeepsie  engine 
ing  fiiTn,  went  under  vrith  IBM's  cutbacks.  "But  when  the 
a  major  employer  in  the  area,  it's  awfully  hard  not  to." 
WAR  MARRIAGE.  IBM  aiiived  in  the  Hudson  Valley  in  1941, 
ting  up  shop  to  make  aii*craft  cannons  diu^ng  the  war  and 
tei-ward,  office  equipment.  The  place  appealed  as  it  ha( 
earlier  industrial  migi-ants:  Land  was  cheap,  labor  was  sM 
the  mountains  looked  nice,  and  a  solid  transportation  in 
stincture  linked  the  area  to  major  Eastem  markets.  By 
mid-1960s,  Poughkeepsie  and  Kingston  were  at  the  heart 
spectacularly  successful  mainfi'ame-computer  business. 
For  four  decades,  ibm  thrived — and  the  Hudson  Va 
— boomed.  Kids  got  high-paj 
manufacturing  work  out  of 
school.  Developers  devoui-ed 
dairy  farms  around  Poughki 
sie,  building  offices  for  IBM 
housing  for  the  engineers 
managers  flooding  in.  Home 
es  soared,  as  did  wages.  "Be 
ers,"  as  the  locals  called  tl 
populated  local  zoning  boards 


DIVERSITY  EQUALS  VITALITY  A  region  domi 
nated  by  a  single  company  or  industry  is  ripe  for 
disaster.  Think  of  it  as  sound  portfolio  manage- 
ment: Witli  a  broad  base  of  industry,  one  failure 

lessly  and  decisively  on  American  yjl  PIl      l°^_^J.^_^°Jl°S9h   ran  charities;  theii-  money  fu 

PEOPLE  POWER  It's  impossible  to  compete 
globally  without  a  skilled  workforce.  Companies 
won't  move  in,  and  entrepreneurs  will  go 
elsewhere. 


communities,  forcing  them  to  do 
battle  with  Singapore,  Mexico, 
and  one  another  for  jobs  and 
wealth.  Yet  how  cities  and  towns 
respond  to  that  challenge  pro- 
duces quintessentially  local,  hu- 
man effects.  Strategies  for  de- 
velopment, or  lack  thereof, 
determine  whether  homes  will 
gain  value;  whether  the  play- 
ground will  be  maintained; 
whether  people  will  plant  roots 
or  flee  to  a  place  with  better 
prospects. 

Dutchess  County  has  begun  to 
create  a  new  competitive  ma- 
chine. The  cooperative  effort  of 
business  and  government  has 
yielded  impressive  early  results, 
producing  a  substantial  founda- 
tion for  recovery.  The  region 
won't  ever  bring  back  the  heyday 
of  IBM.  Indeed,  few  here  want 
that.  What  most  envision  is 
something  far  more  potent:  a  di- 
versified economy  yielding  sus- 
tainable, high-wage  employment. 


LOCATION,  LOCATION,  LOCATION  Yes,  every 
one  can  do  business  by  fax,  phone,  and  Internet, 
and  companies  can  sell  to  anyone,  anywhere. 
But  most  still  depend  on  a  regional  network  of 
suppliers  and  customers  to  keep  them  going. 

TRANSPLANTS  ARE  OVERRATED  Luring  new 
companies  to  the  region  is  a  quick  way  to  bring 
in  new  jobs,  but  it's  an  expensive  fix.  Better 
to  retain  existing  businesses  and  to  nurture 
entrepreneurs. 

GOVERNMENT  HAS  A  ROLE  An  aggressive 
development  strategy  can  trigger  growth.  Longer 
term,  though,  human  capital,  infrastructure,  and 


a  vibrant  retail  sector.  And 
companies  that  supplied  IBM 
parts,  engineering  sei*vices,  f 
and  landscaping  slipped  into  ( 
fortably  monogamous  relat 
ships  with  their  big  benefaci 
All  of  which  made  the  cr 
when  it  anived,  that  much  n 
cataclysmic.  "There  was  di; 
lief,"  says  Louis  W.  Quares 
president  of  Local  201  of 
Plumbers  &  Steamfitters  Ui 
"People  thought  some  other 
computer  giant  was  goinj 
come  in,  and  eveiything  w 
be  back  to  normal.  It  took 
months  to  I'ealize  what  was 
pening."  By  then,  in  late  1 
unemployment    in  Dute 


market  forces  are  more  important.  '^""ft 
  3%  m  1990,  and  busmess 

GROWTH  TAKES  TIME  Economic  recovery 
doesn't  happen  overnight.  The  challenge:  Keep- 
ing critical  resources  in  place  and  motivation 
high  until  development  efforts  create  broad,  sus- 
tainable gains. 


closiu'es  were  soaiing.  Some 
of  Quaresimo's  members 
out  of  work,  even  after  accejjni 
a  25%  wage  cut.  The  houn; 
market  collapsed;  the  Porijh 
dealer  shut  dovm. 
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Hope 
}n  the 
Hudson 


150 


FEWER  JOBS... 

DUTCHESS  COUNTY'S  TOTAL 
NONAGRICULTURAL  EMPLOYMENT 


...BUT  PAY  IS  RISING. 


...AND  SPENDING  IS  UP 


m.  MflRISI  COLLEGE  BUREAU 
F  ECONOMIC  RESEARCH,  NEW 
DRK  LABOR  DEPT.,  NEW  YORK 
UMIION  &  FINANCE  DEFT 


AVERAGE  WEEKLY  EARNINGS  OF 
400  PRODUCTION  WORKERS 


02%  'Ql'92 

▲  DOLLARS 


Q2  '95 


Ql  '92 

▲  MILLIONS  OF  DOLWRS 


02 '95 


The  company  town  didn't  fold.  In  fact,  the  sense  of  crisis 
idually  ebbed,  and  the  support  groups  in  church  base- 
ints  for  unemployed  engineers  quietly  disbanded.  New- 
Tiers  rushed  to  fill  the  newly  cheap  homes,  cushioning 
th  the  real  estate  market  and  retail  sales.  For  the  county, 
Ing  two  hours  from  New  York  City  and  its  job  engine  be- 
ne a  fortuitous  geographical  blessing. 
But  there  was  a  perilous  downward  spiral  in  the  making, 
e  new  residents,  who  mainly  commuted  to  work  south  of 
'  county,  did  nothing  to  expand  local  employment.  Instead, 
)s  kept  seeping  out,  as  successive  waves  of  suppliers  shut 
iir  doors.  The  risk  grew  that  the  shinnkage  of  the  region's 
lustrial  base  would  perpetuate  itself,  placing  increasing 
issure  on  residents  and  remaining  businesses  to  support 
■ained  government  services.  "There's  a  ripple  effect,"  says 


Special  Repo 


Paul  J.  Ganci,  president  of  Central  Hudson  Gas  &  Electric 
Corp.  "You  risk  losing  everything  that's  a  fabric  of  the  com- 
munity. That  was  scaiy." 

BIG  PHONE  BILL.  As  IBM  mapped  out  its  resti-uctuiing  early  in 
1993,  a  few  local  leaders  began  making  their  own  plans.  Gan- 
ci and  T.  Jefferson 
Cunningham,  a  bank- 
er, buttonholed  other 
business  executives — 

senior  iBMers  among  them — for  donations  to  revitalize  the 
county's  marketing  efforts.  They  raised  $450,000,  got  the 
county  and  state  to  add  .$.500,000,  and  commissioned  a  study 
of  the  region's  resources.  The  primaiy  recommendation:  mar- 
ket the  dozens  of  empty  IBM  sites  scattered  around  the  coun- 
ty as  low-cost  alternatives  for  New  York  area  companies. 

With  that,  Kathleen  Sullivan  Norat 
went  into  action.  SulHvan  Norat,  now  38, 
was  regional  director  for  the  state's  Eco- 
nomic Development  Dept. — the  area's 
chief  marketing  officer,  in  effect.  In  doz- 
ens of  calls  each  day  to  prospective  ten- 
ants all  over  the  country,  she  pitched 
the  valley's  human  resources,  the  net- 
work of  suppliers,  and  the  extensive  com- 
munications infi-astructure.  She  talked  of 
a  "global  company  town"  from  which 
companies  could  do  business  anywhere. 

Her  strategy:  prime  the  pump.  Bring 
in  state  and  local  monies  to  start  busi- 
nesses and  bolster  existing  companies. 
Pursue  high-wage,  high-skill  jobs,  "be- 
cause low- wage  jobs  are  probably  going 
to  go  elsewhere  anyway,  and  they're  not 
going  to  build  back  the  economy,"  she 
says.  And  target  smaller  employers,  leav- 
ing to  deeper  pockets  the  giants  that  de- 
manded huge  public  incentives.  A  few 
successes  would  encourage  others,  set- 
ting the  stage  for  broader  recovery. 
In  some  ways,  the  region  was  an  easy 


PURSUE  SKILLED  WORK 

ii  Low-wage  jobs  are 
probably  going  to  go 
elsewhere  anyway 

—  KATHLEEN  SULLIVAN  NORAT 
Dutchess  County  development  official 
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'£1995  Sprint  Communications  Company  L  P  All  trademarks  are  properly  ol  ttieir  respective  owners. 


1  hanks  to  Sprint  Business,  we're 
filling  offices  across  the  country.' 


Keeping  track  of 

over  600,000  temporary 
employees  wasn't  easy." 

Kelly  Services  has  to  fill  positions 

quickly.  But  because  each  Kelly"  office 

maintained  separate  files,  finding  the 

right  candidate  was  time-consuming. 

"With  Sprint  technology,  we 
can  access  everyone 
at  the  push  of  a  button." 

With  the  SprintNet®Data  Network, 

information  on  every  employee  goes 

into  a  database.  That  lets  Kelly  staff  check 

availability  instantly  —  and  quickly  find  the 

right  person  for  the  right  job.  They  can 

even  access  personnel  files  at  over 

1, ()()()  Kelly  locations  nationwide. 

"Our  business  has  grown  30%." 

Sprint  has  helped  Kelly  Services  assign 

more  people  to  more  jobs  in  half  the  time. 

Wliich  has  given  Kelly  the  competitive  edge. 

And  that's  a  nice  position  to  be  in. 

Call  now.  We'll  help  your  business 

do  more  business,  too. 


Sprint 

Business 


REAL  BUSINESS 

Kelly  Services, 
staffing  specialists 


REAL  PROBLEM 

No  centralized 
employee  database 


1-800-816-REAL 


REAL  SOLUTION 

SprintNet* 
Data  Network 


REAL  RESULTS 

Placement  time 
reduced  30% 
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sell.  For  staiters,  almost  everything  ibm  had  built  and  bought 
over  50  years  was  still  there.  The  company  brass  took  20,000 
jobs  out  of  the  valley,  but  they  left  the  custom  desks  and 
bookcases  behind  rather  than  pay  to  move  them.  They  left 

the  raised  floors,  with 
miles  of  fiber-optic  ca- 
ble underneath,  and 
the  world-class  clean 
rooms,  power  plants,  and  chemical-disposal  facilities. 

For  Richard  Borstelmann,  it  was  "like  living  in  the  Plaza 
after  staying  at  the  Y  your  whole  life."  His  10-person  compa- 
ny, UCE  Inc.,  moved  to  the  East  Fishkill  plant  in  March  from 
cramped  quarters  in  Norwalk,  Conn.,  to  make  custom  liquid- 
crystal  displays  in  IBM's  clean  rooms.  Down  the  hall,  Gary  and 
Susan  Jones  are  reveling  in  the  ibm  evaporators — $5  mil- 
lion, two-stoiy-high  pieces  of  equipment — that  they  got  cheap 
and  fast.  Their  three-year-old  fed  Corp.  makes  advanced 
flat-panel  displays;  moving  from  North  Carolina  to  the  ibm 
space,  with  its  elaborate  trappings  already  in  place,  saved  at 
least  a  year  in  getting  then-  displays  to  customers. 
HUGE  LOAN.  There's  a  catch,  though.  While  it  was  ibm  that  in- 
itially atti-acted  the  new  talent,  taxpayers  will  end  up  helping 
to  banki'oll  the  resulting  jobs.  The  East  Fishkill  site  is  one  of 
three  state  economic-development  zones  in  the  county.  By  re- 
locating there,  fed  and  ucE  qualify  for  a  seven-year  proper- 
ty-tax abatement,  not  to  mention  investment-tax  credits, 
sales-tax  refunds,  and  wage-tax  credits.  Other  state  and  local 
progi'ams  tie  gi'ants  and  low-interest  loans  to  concrete  job- 
creation  targets. 

In  all,  $60  million  in  state  aid  flowed  into  the  Hudson  Val- 
ley in  1994 — more  than  the  region  had  received,  cumulative- 
ly, in  all  its  history.  (Sullivan  Nor-at,  say  admirer's,  is  expert  at 
beating  the  biu*eaucrat- 
ic  money-bushes.)  Some 
$40  million  of  the  total 
was   lent   to  Micr'us 
Corp.,  a  new  chipmak- 


In  1994,  the 
reeling 

received  mo 
state  aid  thar 
it  had  in  its 
entire  history 


The  Valley's  New  Face 


NATIVE  SONS 


and  Cir-rus  Logic  Inc. 
that  pr-omised  to  keep 
400  jobs  in  East  Fish- 
kill and  add  300  mor-e 
over  two  years.  An  ad- 
ditional $8  million  went 
to  retrain  former  ibm 
employees. 

Such  incentives, 
widely  used  in  regional 
development,  create  an 
attr-active  hook  for  out- 
of-towner"s  looking  to 
site  a  plant.  Yet  the 
payback,  in  terms  of  in- 
cremental tax  r-evenue 
or  consumer  spending, 
is  difficult  to  pinpoint; 
indeed,  it's  not  clear 
whether,  ultimately, 
they  create  much  eco- 
nomic value  at  all.  "I 
always  think  those  ac- 
tions might  affect 
things  at  the  margin, 
but  they  don't  create 
recovery  or  decline," 
says  Matthew  Drennan, 
an  economist  at  New 
York  University. 

Mor-e  to  the  point. 


COMPANIES  ESTABLISHED  IN  DUTCHESS 
COUNTY  BEFORE  IBM'S  1993  LAYOFFS 

PRODUCT 

JOBS 

MICRUS 

Chipmaking  joint  venture 

700 

TEXACO 

Research  &  development 

550 

WELLCARE 

Health-maintenance  organization 

370 

FARGO  MANUFACTURING 

Power  line  equipment 

220 

CONKLIN  INSTRUMENT 

Telecommunications  equipment 
MIGRANTS 

175 

EMPLOYERS  LURED  TO  THE  AREA 
SINCE  1993 

PRODUCT 

JOBS 

LAERDAL  MEDICAL 

Medical  products 

165 

H.O.  PENN  MACHINERY 

Construction-machinery  distribution 

75 

DATACOMM  MGMT.  SERVICES 

Telemarketing 

71 

FED  CORP. 

Flat-panel  displays 

55 

COLOR  COMMUNICATIONS 

Color-sampling  products 

15 

AND  STARTUPS 

TENANTS  AT  THE  COUNTY'S  BUSINESS 
DEVELOPMENT  CENTER  INCUBATOR 

PRODUCT 

JOBS 

SOLID  STATE  COOLING 

Thermoelectric  cooling  systems 

6 

HAM  CENTRAL 

Amateur  radio  sales 

3 

GLOCAL-VANTAGE 

Management  consulting 

1 

DOVER  MEDICAL  COMM. 

Health-care  education  programs 

1 

HITPOINT  AUDIO 

Sound  for  video  and  multimedia 

1 

DATA;  DUTCHESS  COUNTY  ECONOMIC  DEVELOPMENT  CORP. 


the  money  won't  last  forever.  Now  past  its  crisis,  the  va 
likely  will  see  a  small  fraction  of  its  1994  windfall  this  y 
The  state  likely  will  turn  down  Cirrus  Logic's  request  fc 
$10  million  grant  to  enlarge  Micnis,  which  wiH  expand  anyv 
This  is  entir'ely  appropriate.  "Do  we  need  special  attem 
now?  No,"  says  Sullivan  Nor'at,  who  in  January  became  p: 
ident  of  Dutchess  County's  Economic  Development  C( 
(edc).  Far  more  important,  in  any  case,  are  the  resources  t 
will  remain  after  the  tax  abatements  run  out.  Highws 
Airports.  And,  more  than  anything,  suppliers.  Fax  machi 
and  the  Internet  may  foster  global  business  ties,  but  hav 
a  cmicial  vendor  just  across  town  is  still  what  counts  m 
"Here,  we  can  get  custom  parts  machined  at  2  a.m.  if 
need  it,"  says  fed's  Gary  Jones.  "Anywhere  else,  we'd  hav( 
fly  someone  to  San  Jose." 

Indeed,  a  big  part  of  Sulhvan  Norat's  successful  pitcl 
■"^■ii^^^^^^^^^^^^^^^^"  Laerdal  Medical  C( 

was  her  pr'omise  to 
cate  a  medical-prodi 
supplier  network.  St( 
oscopes  in  IBM-Ia: 
The  EDC  worked  w 
the  Hudson  Val 
Technology  Devel 
ment  Center,  a  st£ 
fimded  nonprofit  grc 
to  identify  mach 
shops  and  other  vend 
that  could  supply  Li 
dal  parts  and  servi( 
With  a  $135,000  st 
grant,  the  edc  also 
begun  an  initiative  t 
links  large  compar 
with  ar-ea  suppliers  t 
can  take  on  outsour 
operations. 

The  point  is  twof( 
Fii"st,  diversity  feeds 
itself.  Second,  while 
ported  talent  is  nice, 
at  least  as  importan 


take  car'e  of  the 
sources  a  community 
r-eady  has.  That  me; 
cr-eating  an  environm 
that  will  induce  rems 
ing  employers  to  s' 
put — a  concept 
high-tax  New  York 
still  struggling  wi 
The  private  sector 
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We've  been  in  Asia  for  decades,  building  a  vast  network  of  close  personal  contacts  and 
developing  deep  expertise.  We  now  have  41  offices  in  10  different  countries  of  the  fast-growing 
Asian  market,  and  the  status  of  a  local  partner.  We  can  introduce  you  to  all  the  right  people, 
and  smooth  your  way  in  any  kind  of  project  or  transaction.  We  can  provide  you  with  the  finest 
in  commercial,  investment,  nearbanking  services  —  and  more.  Our  Asian  network  is  an  integral 
part  of  our  global  network  of  almost  one  hundred  bases  in  thirty  countries,  plus  369  branches 
in  Japan.  With  a  worldwide  presence  on  this  scale,  and  with  our  enormous  resources,  who  could 
connect  you  to  Asia  better  than  us? 

("SANWA  BANK  AHMiffl  3E*«ik»  «a-ft  "  is  Chincse  for,  "Of  course  1  know  Sanwa.  They  have  been  a  key  part  of  our  business  in  Asia  for  years.") 

A  Sanwa  Bank 

Bringing  the  world  to  Asia 

TOKYO  HEADQUARTERS:  03-5252-1111,  OSAKA  HEAD  OFFICE:  06-206-8111 

The  Sanwa  Bank  Asia/Oceania  Network 


Hong  Kong  Hong  Kong  Branch.  Kowloon  Sub-  Guangzhou  Reprssentative  Office,  China  Thailand    Bangkok  International  Banking  facility.    The  Philippines 

branch,  Causeway  Bay  Sub-branch,  Universal  Leasing  Co  ,  Ltd  ,  Shanghai  Provincial  International  Banking 

China  Resources  Building  Sub-  International  Finance  Company  Limited  Facility  Chon  Bun  Branch,  Provincial      Viet  Nam 

branch.  Central  Sub-branch,  Kwun  Korea:       Seoul  Branch,  Korea  Development  Intemational  Banking  Facility  Chiang 

Tong  Sub-branch,  Kwai  Chung  Sub-  Leasing  Corporation  l^ai  Branch,  The  Siam  Sanwa  Industnal  India: 

branch.  Sanwa  International  Finance  Singapore  Singapore  Branch.  Sanwa  Singapore  Credit  Public  Co .  Ltd  .  The  Siam  Australia: 

Limited,  Sanwa-DSP  Credit  Limited.  Limited.  Sanwa  Futures  (Singapore)  Sanwa  Trilease  Co.,  Ltd  ,  The  Siam 

Sanwa  Financial  Products  Co  ,  L  P  .  PTE  Limited  Sanwa  International  Co  ,  Ltd 

Hong  Kong  Branch  Malaysia:    Labuan  Branch.  Kuala  Lumpur  Indonesia  Jakarta  Representative  Office,  P  T 

^hina        Shenzhen  Branch,  Shanghai  Branch,  Representative  Office,  Commerce  Sanwa  Indonesia  Bank,  P  T  Sanwa-  Japan: 

Dalian  Branch,  Beipng  Representative  International  Merchant  Bankers  BRI  Finance,  P  T  Inter-Pacific  Bank, 

Office,  Tianiin  Representative  Office,  Berhad,  Bank  of  Commerce  (M)  Berhad  PT  Inter-Pacific  Securities 


Rizal  Commercial  Banking 
Corporation 
Ho  Chi  Minh  City 
Representative  Office 
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Sydney  Representative  Office, 
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quarters, Nationwide  Network  369 


TRY  AS  THEY  MIBHT.  THE  DEAD  SELDOM  RISE 


I 


t  was  the  prototypical  steel  mill,  a 
400-acre,  3,000-employee  testa- 
ment to  American  heavy  industry. 
But  U.  S.  Steel  Corp.  shut  down  the 
Homestead  Works  in  1986.  Repeat- 


Special  Report 


ed  efforts  since  to  attract  new  em- 
ployers to  Homestead,  Pa.,  including 
Sony,  Mercedes-Benz,  and  United 
Parcel  Service,  have  failed.  Today, 
half  of  Homestead's  households  earn 
no  money.  Its  middle  class  has  fled, 
and  the  struggling  town  of  6,000 
along  the  Monongahela  River  is 
overrun  with  poverty  and  drug 
gangs. 

It's  an  all-too-familiar  picture: 
The  American  landscape  is  littered 
with  hardscrabble  towns  that  with- 
ered away  when  the  big  employer 
went  bust,  relocated,  or  laid  off 
thousands  of  workers.  Gary,  Ind.; 
Brockton,  Mass.;  Darlington,  S.C. — 
the  names  might  as  well  be  en- 
graved on  tombstones. 
RUSTY  SKILLS.  As  Homestead  has 
found,  a  host  of  obstacles  can  frus- 
trate recovery.  Competition  among 
cities  to  land  large  employers  is 
fierce.  Too  often,  old  company  towns, 
encumbered  by  high  wages,  unioniza- 
tion, and  creeping  urban 
decay — not  to  mention  lit- 
tle wherewithal  to  offer  fi- 
nancial inducements — can't 
win.  Just  as  important,  the 


HOME  IN  INDIANA: 
TOYOTA  WAS  ONE 
OF  12  JAPANESE 
COMPANIES  LURED 
TO  COLUMBUS 


skills  of  local  workers,  coddled  by 
yeai's  of  job  security,  may  be  out  of 
touch  with  the  times.  "We  are  sadly 
unprepared,"  says  Mary  Flagg, 
Homestead's  borough  manager. 

Flint,  Mich.,  for  example,  tried  lur- 
ing new  business  to  town  when  local 
Idngpin  General  Motors  Corp.  start- 
ed shutting  plants  in  the  late  1980s 
and  unemployment  soared  to  22%. 
Its  problem:  a  dearth  of  workers 
trained  to  do  anything  but  mi^^m 
assemble  cars.  The  redevel- 
opment effort  stumbled,  as 
did  an  attempt  to  diversify 
by  opening  a  combined  mu- 
seum/theme park  called  Auto 
World.  And  Flint,  with  its 
crime  and  boarded-up  shops, 
isn't  exactly  a  magnet  for 
corporations.  Unemployment 
has  dropped — to  12% — only 
because  GM  is  hiring  again. 

Lack  of  infrastructure  and 
regional  linkages  can  kill  off  develop- 
ment efforts,  too.  The  once-bustling 
timber  town  of  Klamath  Falls,  Ore., 
has  had  little  success  bringing  in  new 
business  to  replace  2,500  well-paying 
jobs  lost  since  1979,  when  mill  own- 
ers such  as  Weyerhaeuser  Co.  began 
closing  shop.  Its  problem:  location. 
Situated  about  17  miles  from  the 
California  border,  it  isn't  near  any 
big  cities.  It  isn't  near  a 
big  au-port.  It  isn't  near 
anything. 

Those  towns  that  do 
win  fresh  employers  are 


finding  the  new  jobs  don't  pay  what 
the  old  jobs  did.  Eau  Claire,  Wis., 
has  struggled  mightily  to  replace 
1,500  jobs  lost  when  Uniroyal  Chemi- 
cal Corp.  closed  its  plant  in  1992. 
The  town  has  attracted  dozens  of 
small  startups  and  recently  landed 
Hutchinson  Technology  Inc.,  a  maker 
of  computer  disk-drive  parts,  which 
plans  to  open  a  i56,000-square-foot 
factoiy  employing  1,400.  But  few  of 


Company  Towns 


Minus  Companies 

TOWNS                    DEPARTING  COMPANIES 

LACKAWANNA.  N.Y. 

Bethlehem  Steel  Corp. 

RIPLEY.  OHIO 

U.S.  Shoe  Corp. 

EAU  CLAIRE.  WIS. 

Uniroyal  Chemical  Corp. 

SOUTH  BAY.  FLA. 

U.S.  Sugar  Corp. 

KLAMATH  FALLS.  ORE. 

Weyerhaeuser  Co. 

the  new  jobs  will  pay  more  than  $8 
an  hour,  a  far  ciy  from  the  average 
of  $14  an  hour  at  Uniroyal. 

The  single  factor  driving  success- 
ful redevelopment:  almost  fanatical 
local  leadership.  Columbus,  Ind., 
some  60  miles  south  of  Indianapolis, 
watched  6,600  jobs  disappear  during 
the  early  1980s  when  recession  and 
foreign  competition  hit  the  town's 
biggest  employers,  Cummins  Engine 
Co.  and  auto-parts  maker  Ai'vin  In- 
dustries Inc.  Columbus  didn't  die  be- 
cause Cummins'  chief  executive  at 
the  time,  Henry  B.  Schacht,  and 
Ai'vin's  James  K.  Baker  aggressively 
helped  to  market  the  town — which  is 
nestled  between  two  interstates — to 
companies  looking  for  a  location  from 
which  to  supply  the  industrial  heart- 
land. Schacht  even  appointed  a  Cum- 
mins executive,  Brooke  Tuttle,  to 
spearhead  the  effort. 

Ten  years  later,  Tuttle  has  man- 
aged to  lure  28  companies,  among 
them  Toyota  Industrial  Equipment's 
forkUft  operation  and  11  other  busi- 
nesses from  Japan,  and  has  created 
6,580  jobs.  Unemployment  is  under 
4%,  compared  with  12.3%  in  1983, 
and  now  Schacht  is  wonied  about  a 
labor  shortage.  Even  in  Columbus, 
however,  the  new  jobs  pay  just  $8  or 
$9  an  horn-.  Most  Cummins  workers 
get  $15.  For  old  company  towns,  it 
seems,  even  the  best  news  is  a 
mixed  blessing. 

By  Kevin  Kelly  in  Columbus, 
Ind.,  with  bureau  reports 
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ped  address  this  shortcoming:  A  consortium  of  21  area 
iks,  for  example,  operates  a  loan  pool  for  lisky  small  busi- 
ses  that  don't  meet  tyjMcal  lending  standards. 
Meanwhile,  the  region  has  fostered  entrepreneurship.  Bob 
ter's  incubator,  one  of  several  seeded  by  county  and  state 
ley,  provides  its  tenants  low-rent  space — old  ibm  space — 
;  low  rates  on  office  sei'vices.  Ritter  hopes  that,  given 
I  or  three  years,  his  fledgling  entrepreneurs  will  fill  some 
the  region's  empty  real  estate.  Already,  though,  small 
iness  is  sprouting  throughout  the  area.  Silicon  Valley  it's 
.  But  absent  IBM's  security  blanket,  some  people  have  be- 
■  le  risk-takers.  "I  used  to  think  my  career  was  going  to  be 
BM,  and  I'd  retii-e  there  someday  having  made  all  the  mon- 
I  needed,"  says  Henry  Duquette,  40.  No  more.  Duquette 
1  works  at  ibm,  building  and  repairing  test  equipment. 
;  on  the  side,  he  has  started  Duquette  Limousine,  hiring 
his  two  cars  for  $40  an  hour. 

ames  Capralos  has  turned  entrepreneur,  too.  After  29 
rs  with  IBM  in  Poughkeepsie,  Capralos  took  early  retire- 
it,  at  52,  ft'om  his  $70,000-plus  systems  analyst  job.  He 
nd  part-time  maintenance  work,  then  quit  to  open  the 
rtheast  sales  and  distribution  office  for  his  brother-in- 
's  small  prescription-diiig-packaging  company, 
laday,  Capralos'  office  is  his  living  room.  He  is  his  only  em- 
zee.  He  makes  a  fraction  of  his  IBM  salary — and  he  loves  it. 
lever  thought  I  would  end  up  being  a  salesman,"  he  says. 
3ver.  I  don't  kr.ow  what 
s  I  would  have  given  two 
rs  ago  that  I'd  be  doing 
i."  The  words  of  a  born- 
in  Beemer. 

Vill  the  Valley  make  it? 
!  numbers  look  remarkably 
ust.  Dutchess  Coimt/s  un- 
ployment  rate  has  slipped 
4.5%,  the  lowest  since 
0.  Sales-tax  collections,  a 
asure  of  retail  activity, 
iped  8.2%  last  year  fi-om 
3.  Wages,  a  key  barometer 
job  quality,  are  coming 
k  up. 

Certainly,  there  is  a  trou- 
ig  undercurrent.  The  re- 
ti's  labor  force  has  shrank 
6%  in  two  years,  reflecting 

exodus  of  thousands  of 
led  engineers  and  assem- 

workers — "a  competitive 
et  that  may  already  have 
dpated,"  says  Marist  Col- 
e  economist  Ann  E.  Da- 

While  officials  say  they 

close  to  attracting  as 
ay  as  three  new  high-skill  empluyei's,  the  comity's 
gest  single  recruit  is  the  U.  S.  Postal  Service, 
ich  will  hire  at  least  800  semiskilled  workers — 
3t  of  them  part-timers — to  operate  electi'onic  im- 
^  scanners.  The  state  plans  to  fill  half  of  IBM's  empty  King- 
ri  plant  with  similarly  low-paid  data  pi-ocessing  employees. 
Lail  sales  are  strongest  for  the  big  discounters  that  now 
wd  a  10-mile  section  of  Route  9,  the  county's  commercial 
ip,  and  office  space  goes  begging  at  $4  to  $8  a  square 
t,  roughly  half  what  it  was  two  years  ago. 
n  the  face  of  such  challenges,  however,  signs  of  the  Val- 
's  rebirth  are  unmistakable,  ibm  is  healthier  than  it  has 
:n  in  years,  largely  because  of  the  strength  of  the  Pough- 
spsie-based  mainfr-ame  unit.  Local  developers  are  building 


FED  CORP. 
RUSHED  NORTH 
TO  GRAB  PRIME 
EX-IBM  SPACE 


One  of  the  new 
assets:  A  fresh 
cadre  of  civic 
waders  who 
remember  the 
sins  of  the  past 


small  office  buildings  and  upscale  homes  again,  and  a  Manhat- 
tan businessman  has  tentatively  agreed  to  buy  the  other 
half  of  the  Kingston  plant.  At  the  Poughkeepsie  Chamber  of 
Commerce,  membership  has  doubled  in  four  years,  to  1,400. 
For  every  ex-Beemer  still  without  work,  it  seems,  there  is  a 
James  Capralos. 

The  community  is  changing,  subtly.  Its  dependable  IBM 
audience  gone,  Poughkeepsie's  Bardavon  Opera  House  has 
broadened  its  repertoiy  to  appeal  to  new  markets;  a  gay/les- 
bian opera  came  to  town  last  spring.  The  shopping  malls 

along  Route  9  have  extend- 
ed their  evening  shopping 
hours  to  accommodate  the 
sweUing  commuter  population. 
At  inner-city  Poughkeepsie 
High  School,  100%  of  this 
year's  graduates  will  go  on  to 
college.  Says  Principal  Theo- 
dore Peterson:  "There's  just 
not  a  hell  of  a  lot  of  work 
here  for  these  kids.  Not  any- 
more. They're  better  off  get- 
ting into  college  as  soon  as 
possible." 

SLEEPY  HOLLOW?  Those  are 
good  signs.  The  Hudson  Val- 
ley is  adapting,  adjusting, 
preparing  for  a  new  way  of 
life.  It  has  woken  up: 
Wrenching  change  will  do 
that.  Across  the  region,  peo- 
ple are  learning  to  take 
greater  responsibility  for 
their  careers  and  lives,  and 
to  think  of  their  communities 
in  terms  of  collective  self- 
determination. 

The  risk  is  that  they'll  fall 
asleep  again,  lulled  back  into 
cuinplaeeney  by  the  cushion  created  by  commuter 
and  retiree  dollars.  That  isn't  likely,  however.  If 
nothing  else,  there  exists  a  cadre  of  civic  leaders 
committed  to  remembering  the  many  sins  of  the 
past.  "The  mistake  is  in  believing  this  place  is  superior  to  oth- 
er places,"  says  Charles  E.  Conklin,  whose  Conkhn  Instru- 
ment Corp.  has  operated  in  the  Hudson  Valley  for  38  years. 
"It's  not." 

Not  yet,  anyway.  But  it  soon  could  be.  Fayiz  Hilal,  Richard 
Borstelmann,  Kathleen  Sullivan  Norat,  and  many  others  are 
working  on  it.  Their  valley,  now  out  fi-om  under  Big  Blue's 
shadow,  is  coming  back. 

Bij  Keith  H.  Hammonds  in  Dutchess  County,  with  Ira 
Sager  in  New  Ibr/c 
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Sports  Business 


BASEBALL 


HiniNG  A  GRAND  SLAM 
IN  A  STRIKEOUT  YEAR 

Why  the  Colorado  Rockies  are  keeping  their  stands  full 


In  this  summer  of  discontent  for  Major 
League  Baseball,  8-yeai-old  Aai'on  Bell 
seems  an  anomaly.  Even  as  many  for- 
mer fans  boycott  the  sport,  Bell  is  doing 
everything  he  can  to  root  his  team,  the 
Colorado  Rockies,  to  a  pennant.  His  bed- 
room in  the  Denver  suburb 
of  Engiewood  sports  a  Rock- 
ies bedspread,  Rockies  cur- 
tains, and  walls  plastered 
with  photos  of  his  favorite 
players  and  other  memora- 
bilia. And  more  often  than 
not.  Bell,  a  member  of  the 
Rockies'  Rookies  Kids  Fan 
Club,  is  decked  out  in  a 
team  cap  or  T-shirt. 

Baseball  is  in  big  trouble 
in  most  Major  League  cit- 
ies. But  not  in  Denver, 
where  thousands  of  fans 
such  as  Aaron  Bell  are  al- 
most ecstatically  embracing 
the  game.  As  of  Aug.  28, 
the  Rockies  have  sold  out 
38  consecutive  home  games 
and  should  easily  lead  the 
majors  in  attendance  this 
year,  with  a  projected  total 
of  more  than  3.4  million.  De- 
mand is  so  strong  that 
"we're  getting  5  to  10  times 
the  face  value  for  some  tick- 
ets," says  Patrick  M.  Cho- 

myn,  sales  manager  at  Tick-  With  lOlkS  IW  packed 
etman  Inc  one  of  Denver's  Q^^^^S  Field,  Where  the 
leadmg  ticket  brokers.  •    r.      ,    t  i 

LONG  WAIT.  It's  a  Hall  of  Dcer  IS  ircsh:  It  s  made 

Fame  perfor-mance  in  a  year  j.jgh|;  jj^  j-^g  stadlum 
when  many  clubs  can  t  get  " 
to  iir'st  base.  Among  all  28  teams,  aver- 
age attendance  is  nanning  some  18%  be- 
low last  year's  pace.  It's  also  off  17%  in 
Denver  but  only  because  the  Rockies 
moved  from  76,0()0-seat  Mile  High  Stadi- 
um into  their  new  home,  Coors  Field, 
which  at  50,200  seats  is  34%(  smaller. 
With  TV  I'atings  also  in  a  slump,  abc  and 
NBC  recently  announced  they  were  pull- 
ing out  of  the  Baseball  Network,  their 
deal  to  broadcast  the  sport.  And  with 
baseball's  total  revenues  expected  to 
plunge  30%  to  40%/  this  year — or  up  to 
$800  million — "a  record  number  of  teams. 


as  many  as  18,  are  losing  money,"  says 
Andi'ew  Zimbahst  of  Smith  College,  one 
of  the  nation's  top  baseball  economists. 

Things  are  so  giim  that  only  a  hand- 
ful of  teams  are  bucking  the  trend — 
notably  the  Boston  Red  Sox  and  the 


FAN41i£liDLY  BALLPARK 

Lany  Walker  hobnobs 


Cleveland  Indians,  a  red-hot  club  that 
will  draw  at  least  2.8  million  fans,  the 
most  in  its  history.  But  no  team  can  li- 
val  the  Rockies,  who  are  playing  in  one 
of  baseball's  smaller  markets  yet  in  just 
three  seasons  have  shattered  virtually 
every  Major  League  attendance  record. 

Cynics  are  quick  to  note  that  the 
Rockies  are  benefiting  from  several  spe- 
cial factors.  Because  this  is  just  their 
third  season,  they're  still  in  the  honey- 
moon stage  with  fans  in  the  Rocky 
Mountain  states  "who  waited  over  30 
years  for  baseball  to  come  to  Denver," 


says  Rockies  ceo  Jerry  D.  McMon 
Moreover,  this  is  the  Rockies'  first  y( 
in  Coors  Field,  a  $215  million  gem  tl 
evokes  the  feel  of  an  old-time  ballpa. 
At  the  same  time,  it  offers  state-of-tl 
art  concessions,  including  the  &"st 
stadium  microbrewery:  the  SandL 
which  makes  brews  such  as  Squef 
Play  Wheat  and  Slugger's  Sandl 
Stout.  On  the  field — thanks  to  the  mi 
high  altitude — more  home  runs  are 
than  in  any  other  stadium.  And  t 
Rockies  are  in  1995's  only  real  pennj 
race,  vvith  the  Los  Angeles  Dodgers, 
But  such  special  edges  hardly  guar; 
tee  success.  The  Florida  Marlins  £ 
also  just  three  years  old,  the  Tex 
Rangers  are  playing  in  a  sparkling  s 
dium  that  opened  just  1; 
year,  and  the  Atlai 
Braves  are  the  Natio 
League's  best  team, 
attendance  is  way  dovwi 
those  mai'kets. 
BIG  SPENDER.  So  wl 
made  the  difference 
Denver?  Much  of  the  cn 
it  goes  to  ovvmer  McMi 
ris.  He  made  a  fortune 
building  NW  Transport  Si 
vice  Inc.  into  the  natio 
largest  privately  own 
trucking  company,  w: 
revenues  topping  $500  n 
lion.  Now,  McMorris 
channeling  his  drive  iifl 
the  Rockies,  where  he  i 
horts  his  staff  to  put  I 
fans  fu"st.  It  sho' 
While  other  o\a 
ers  bemoan  hi 
payrolls,  McMor 
regularly  than 
Rockies  fans 
"inaking  it  possil 
for  us"  to  acqu 
such  high-pric 
talent  as  outfielc 
Larry  Walker  a 
pitching  ace  Bi 
Saberhagen. 
even  as  the  payr 
to  .$35  million  from  just 
iniUion  in  1993,  McMonis  insists  on  p; 
of  the  park  offering  the  cheapest  se; 
in  baseball.  In  "the  Rockpile,"  a  2,3( 
seat  section  behind  center  field,  a  far 
ly  of  four  can  watch  for  as  little  as  $ 
McMorris  is  now  vovnng  to  win  t 
World  Series  "faster  than  the  Mira 
Mets"  of  1969,  who  clinched  it  in 
team's  eighth  season.  Whether  or 
he  meets  that  goal,  his  Rockies  ha 
already  given  the  rest  of  baseball  pL 
ty  to  think  about. 

By  William  C.  Symonds  in  Dem 
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SPECIAL   ADVERTISING  SECTION 


BALTIMORE 


MID-ATLANTIC'S  TECHNOLOGY  AND  FINANCIAL  HEADQUARTERS  FOR  THE  2 1  ST  CENTUR 


Hell  Al  lant  ic  w  as  ucarin^  u|)  to 
(lc\  ('l(i|)  the  next  uciici  al  ii in  of 
tclccoimtiiiiiicat  ions  ti'chiiolojiy — 
an  interact system  (itTei'inu  eus- 
toinei's  nuilti-niedia  serv  ices  from 


SURVEYS  CONSISTENTLY  RANK  THE  JOHNS  HOPKINS 
HOSPITAL  AS  THE  NATION'S  BEST. 

\  i(le()-()n-(lcinan<l  to  home  shop- 
ping. A  hall'  (hi/.en  cities  were  con- 
siih'ieil  as  the  site  loi'  the  700  eii^i- 
necMs  w  ho  would  collahorate  in  the 
nel  work  s  creal  ion.  Hall  imore 
(|nickly  rose  to  the  to|i  ol'  the  list 
liecause  of  its  cent  I'a I  location, 
atlordahle  ollice  ^|)ace.  and  pro- 
hiisiness  att  it  iide. 

W  hen  I  )r.  Koliei  t  <  iailo  decided 
1  o  lea\  !■  t  he  \at  iona  I  1  nst  it  utes  of 
Healtli  to  start  his  own  lah  last 
\('ar.  cities  across  1  he  conntrx  lined 
lip  to  court  t  he  w  I  ii  ld-rcnow  ncd 
A  1 1  )S  researchei'.  Hut  in  the  end 
the  t'acililies  at  the  I 'ni\ crsity  of 

COVER:  THE  COLUMBUS  CENTER  -  BALTIMORE'S 
WORLD  CLASS  INSTITUTION  FOR  MARINE 
BIOTECHNOLOGY  RESEARCH  AND  EDUCATION. 


Maryland's  .Me(Hcal  liiotet'linology 
(V'liter  in  Baltimore,  the  close  con- 
nection w  itli  the  University  of 
Maryland  Medical  Center,  and  the 
strony  support  ot  city  and  state 
ix  erinnent  won. 

Sylvan  Leai  ning  Systems. 
Inc.  has  e.xperienced  world-w  ide 
uiow  th  since  moving  it's  head- 
(|uai  teis  to  the  Baltimore  area  in 
U)!)l.  Sylvan  has  grow  n  from  an 
atfer-school  tutoring  husiness 
into  one  of  the  world  s  leading 
prox  iders  of  educational  services 
to  families,  schools  and  industry. 
'Idle  com|)any  could  have  taken 
its  appro.ximately  SlOO 
million  in  rexcnues  elsew  heie. 
Iiut  chose  to  locale 
in  the  iMiipowci'- 
ment  Zone  near 
Baltimore  s  famous 
watertroiit.  ■'We 
really  see  i^altimoi-e 
as  hecoming  1  he 
Silicon  N'alli'y  tor 
the  education  indus- 
tiy.  '  says  Sylvan's 
president  Douglas 
l>ecl<er.    And  the 
I'hupow ernient  Zone  is  a  |)owci'tul 
econounc  catalyst  foi-  husinesses 
to  UK i\'e  into  the  city. 

I  )uring  t  he  past  few  yeai's. 
Italt  imoi'c  has  emerged  as  the  loca 
t  ion  of  choice  tor  cut  reprenein  s 
and  hhie-clnp  coi  porations  in  a 
w  ide  range  ol  lnL;!i-technology 
industi  ies.  including  counnunica - 
tions.  computer  processing,  hio- 
technolou\'.  anil  plia  ruiaceut  icals. 


BALTIMORE'S 
ENTREPRENEURIAL  SPIRI 
Haltimoi-e's  ascendenee  ai 
a  technology  center  come 
as  no  surpi  ise.  Over  the  centuries 
the  ar'ea  has  been  a  hotbed  of 
entrepreneurial  firsts,  including 
the  discovery  of  \  itamin  D  and 
the  synthetic  sweetener  saccharin 
by  .lohns  Ho|)kins  lesearchei-s. 
and  the  devel()})nient  ot  bufferin 
by  University  of  Maryland 
Baltimoie  doctoi  s. 

Now  Baltimore  intends  to  be 
the  first  to  catch  the  ne.xt  wave  of 
the  teclniology  I'evolution.  The 
Colnndius  Center  is  the  onh'  organ 


BRIGHTEN  BALTIMORE,  A  CITY  PARTNERSHIP  V/ITH 
THE  BALTIMORE  GAS  AND  ELECTRIC  COMPANY  (BGE) 
TO  PROMOTE  DOV>^NTOWN  VITALITY. 

zation  in  the  U.S.  aimi'd  specificall 

at  marine  biotechnology  research. 

M  the  i'r)7.000-s(|uare  foot  ('enter 

."toO  Wdrld-class  researchers  w  ill 

focus  on  an  entirely  new  niche  of 

science  whose  applications  for  en\'ii 

ronmental  engineering,  lor  new 

pharmaceuticals,  and  for  acpiacul- 

lure  are  pi'actically  limitless. 
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BLrb  nas  powered  Baltimore  s 
success  for  179  years.  That's  a  lot 
of  experience  to  plug  into." 


Chris  Poindexter,  Chairman  and  CEO 


When  Baltimore  Gas  and  Electric  installed 


e  first  indoor  commercial  gas  lamp  back  in 
^7,  some  people  scoffed. 

But  when  the  skeptics  saw  their  well-lit 
)mpetition  adding  night  shifts,  keeping  their 
ores  open  in  the  evenings  and  boosting 
'oductivity,  they  saw  the  light. 


As  America's  first  public 
utility,  BGE  helped 
companies  understand 
the  benefits  of 
lighting.  Even 
though  the  first, 
flickering  gas  lamps 
were  hardly  models  of 
efficiency,  they  made 
longer  store  hours  and 
night  shifts  possible. 

Today,  we  show 
companies  how  high- 
efficiency  bulbs  put 
out  more  light  than 
fluorescents,  but  , 
use  just  a  fraction 
of  the  electricity.  ^ 


Today,  BGE  still 
devotes  a  lot  of  energy 
to  helping  businesses 


boom.  We  have  the 


power  and  expertise  to  deliver  turnkey  relocation  services, 
site  selection,  design  and  building  consultation,  plus  ongoing 
energy  efficiency  management.  All  in  ways  that  can  illuminate 
your  company's  bottom  line. 

For  more  information  about  tapping  into  the  energy  of 
Maryland,  call  BGE  at  1-800-786-0600. 


Only  in  Baltimore,  only  at 
JOHNS  HOPKINS,  can  you  find: 

■  The  hospital  ranked  #1  in  the  nation 
by  U.S.  News  &  World  Report \o\  five 
consecutive  years. 

■  More  physicians  listed  in  Best 
Doctors  in  America  than  from  any 
other  medical  center. 

■  A  medical  school  that  wins  more 
federal  research  funds  than  any 
other  and  has  reported  inventions 
tripling  annually. 

■  The  only  major  medical  center 
between  Albany  and  Atlanta  ranked 
by  HCIA/Mercer  among  America's  top 
100  hospitals  for  quality  and  value. 

■  A  strong  relationship  with  managed 
care  organizations. 

■  Health  care  services  for  employers. 

■  A  research  campus  shared  by 
Hopkins  scientists,  government 
research  facilities  and  private 
corporations. 

For  appointments  and  referrals, 

call:  (410)  955-5464 

For  information  on  our  managed 

care  contracts,  call:  (410)  614-3227 

For  health  care  services  for 

employers,  call:  (410)  685-7382 

For  information  on  technology 

transfer  and  research  collaboration, 

call:  (410)  955-1610 

For  information  on  campus  research 

space,  call:  (410)  550-2280 
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Asserts  lialtimoic  Mayor  Kurt 
L.  Sclundkc:  '  I'altimtMc  will  Ik-  to 
marine  l)i(ilei-lin(ili)ny  what  ('ape 
( 'aiiavei  al  is  to  the  space  industry." 

UNMATCHED 
INTELLECTUAL  TALENT 
'V\\v  ( 'ity  ol'  I)al1  imoic 
otters  a  iiuinlicr  ol  jiowei  - 
lul  attraetious  to  coinpaiiies  in 
the  hiuh-tech.  liio-leeh  lields:  an 
unusual  eoneent  ral  ion  ol  top  ni^ht 
I'eseareh  sricnlisls  and  institutions: 
proxiunty  to  Washington.  !).('..  the 
s(anceot  lederal  (undine  and  the 
seat  oi  rcLiulatorx  powei':  strong; 
hacking  hy  financial  institutions 
and  Ncnture  capitahsts:  and  a  city 
and  state  yo\'erinnent  committed 
to  makint;  tlu'  iSaltimore  region  a 
leadei'  in  teclmoloLzy  researcli  and 
commerciali/.at  ion. 

Some  ol  t  he  most  t:d(^nted 
scientists  in  the  world  are  hai'd  at 
W()ii<  in  l>altimorc.  unlockinu  the 
secrets  of  the  AIMS  \  irus.  ci-eatin^ 
new  \  accines  for  di'eaded  diseases, 
and  openinsi:  the  door  to  the  ne.xt 
generation  of  intcraclixc  couuiui- 
nications  technoloi;\'.  b'eedim;  this 
lich  pool  ol  mtellectual  capital  are 
the  area  s  reseaich  u  n  i  sci'sit  ies. 

'ITie  .lohns  Hopkins  riiixersity 
w  ins  more  lederal  research  dollars 
annualK'  than  any  other  American 
i-olleL;c       nni\ci'sit\'     S,S()4  mil- 
lion in  i!lll4  alone.  'I'he  I  nixci  sit  \' 
ol  .Maryland  at  l!altimoi-e  (f.MAM) 
is  the  fourth  tastest-Lirowinu 
research  uni\'ersity  in  the  coiuitry 
and  is  the  >ite  ol  t  he  nat  ion  s 
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oldest  teacliin^  hospital.  The 
I'nix'ersity  of  Ahiryland  Medical 
Center  is  known  tor  cutting  ed,ti;e 
reseaich  and  the  latest  |)atient 
care  technoloiix'.  includiny  a 
(ianniia  i\infe  and  stem  eel! 
transplants  lor  cancer  patients. 


ALEX.  BROWN  &  SONS  IS  THE  OLDEST  INVESTMEN 
BANKING  FIRM  IN  THE  COUNTRY  AND  THE  NUMBE 
ONE  FINANCIER  OF  HIGH-TECHNOLOGY  AND  BIO- 
TECH VENTURES  V/ORLD-WIDE. 

.\nd  at  the  youn<i  and  t-ntiepi'e- 
neurial  I  niveisity  of  Maryland 
Maltimore  ("ounty  (I'M  ISC), 
luiidini:  for  research  yraiits  lias 
skyrocketed  from  S.'!..")  million  in 
l!IS(l  to  oxer  .S.'JO  million  today. 

'riirouuh  ai;>!;ressi\'e  technolo- 
uy  tianster  init iat ixcs.  the  unix'er- 
sities  make  sine  the  relationship 
Ix'twccn  scieiit ists  and  l)usiness 
people  works. 

Ill  I!I!I4.  discox'cries  and  inven 
tions  made  at  Johns  Hopkins  wer 
awarded  '.V.\  patents  and  (it)  license 
and  options.  l'.MAI>  has  reecMX'ed 
'.\7){)  inxcntion  disclosures  since  its 
inceotion  in  lilS!).  a  thirteen-foid 


KNOWLEDGE 
IS  POWER. 


In  the  world  of  investment  banking,  there  are  many  definitions  of  power. 
Some  firms  assert  themselves  with  capital.  Some  see  strength  in  numbers. 
Still  others  strive  to  be  all  things  to  all  people. 

At  Alex.  Brown,  knowledge  is  our  source  of  power. 

By  focusing  all  our  resources  on  a  limited  number  of  industries  — 
consumer,  financial  services,  health  care,  industrial  growth,  media  and 
communications  services,  and  technology  —  we  strive  to  maintain  the 
deep  industiy  knowledge  that  gives  us  an  edge. 

In  our  relationships  with  clients  —  whether  individual,  institutional, 
corporate  or  municipal  —  our  top  priority  is  understanding  their 
needs  and  using  superior  knowledge  to  provide  creative  ideas  and 
effective  solutions. 


Alex.  Brown  &  Sons 

INCORPORATED 
Knowledge-Driven  •  Client-Focused 


135  EAST  BALTIMORE  STREET  •  BALTIMORE,  MARYLAND  21202  •  (800)  638-2596 

BALTIMORE     •     BOSTON    •     DALLAS    .     GFNFVA     «     LONDON    •     NEW  YORK    •    SAN  FRANCISCO    •  TOKYO 
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NUMEROUS  HIGH-TECH  AND  BIO-TECH  FIRMS  HAVE 
CLUSTERED  AROUND  BALTIMORE  TO  TAKE  ADVANTAGE 
OF  THE  AREA'S  INTELLECTUAL  TALENT  AND  GROWING 
SUPPLY  OF  VENTURE  CAPITAL. 

increase  (i\'er  the  |)re\'i(>iis  the 
vears."  W'e  see  Diirselves  as 
inan-ia,L;c  hrokei's.  "  says.loanii 
liouuhmaii  with  I'M  A  IVs  ( )tTice 
of  'l'e(-hiiu|(iu\-  I  )c\-el()|)inent  . 


"W'e  want  to  uet  the  faculty  pei- 
soii  w  ith  the  i(h'a  tciyether  w  ith 
the  money  jieison.  lUit  they  have 
to  trust  each  other  heiore  the  rela- 
t  ionship  w  ill  work.  " 


F 


ROM  THE  BENCH  TO  THE 
MARKETPLACE  I^.altinioie  s 
rich  re])ository  of  research 
alent  has  alreaily  yielded 
i^old  ill  the  way  of  husiness  success 
stories.  Dr.  Solomon  Snyder  s  dis- 
coveries in  neuroscience  at  .Johns 
Hopkins  enaliled  him  to  spin  off 
Xo\a  I'harmaceut icals  in  the  SOs 
and  (iuiltord  I'harmacentieals  in 
the  !l(ls.  .\t  (  onltord.  a  treatment 


toi'  brain  cancer  nears  the  end  of 
its  clinical  trials.  .Johns  Hopkins' 
scientists  have  started  seven  com- 
panies: UMAB  researchers,  five. 

The  ne.xt  wave  of  entrepre- 
neurial success  stories  may  indue 
(■omnanies  Hke  ( Jardioljogic. 
lM)unded  hy  physicians  from 
.Johns  Ho]ikins.  the  com]jany  is 
test  marketing  a  '"vest  "  that 
w  ra])s  aiound  a  heart  attack  vic- 
tim's chest  and  automatically  pe 
torms  ('PR.  At  UMAB.  scientists 
have  developed  a  new  vaccine  for 
t  holera  wiiich  will  soon  lie  used 
across  tiie  world  to  prevent  the 
deadlv  disease.  .\n  oxvsien  sensor 


LEADERS   IN  BIOTECHNOLOGY 


Maryland's  leading  educator  of 
professionals,  the  University  of 
Maryland  at  Baltimore  (UMAB)  is 
home  to  schools  of  medicine,  den- 
tistry, pharmacy,  nursing,  law,  social 
work  and  graduate  studies. 

The  university  is  one  of  Americas 
fastest  growing  biomedical  research 
centers,  with  special  strengths  in 
vaccine  development,  neuroscience, 
pharmaceutics,  geriatrics,  health 
policy  and  toxicology.  UMAB  facul- 
ty collaborate  interprofessionally  to 
design  and  evaluate  new  practice 
models  for  delivering  health  care, 
social  welfare  and  legal  services. 

New  facilities  for  health  sciences 
research  and  medical  biotechnology 
come  on  line  this  year.  Annual  grant 
and  contract  funding  exceeds  $110 
million.  Energetic,  entrepreneurial 
leaders  support  UMAB's  spirit  of 
academic  innovation  and  its  goal  of 
bringing  new  technologies  to  the 


marketplace.  For  more  information 
call  Technology  Development, 
(410)706-1874. 

In  the  heart  of  the  UMAB  campus 
stands  America's  oldest  teaching 
hospital  —  the  University  of 
Maryland  Medical  Center.  It  is 
known  for  excellence  in  cancer  care, 
neurocare,  transplant  surgery,  car- 
diac care,  women's  and  children's 
health,  trauma  care  and  rehabilita- 


tion services.  Equipped  with  the 
latest  technology  and  an  outstand- 
ing staff,  the  Medical  Center: 

>  Trains  almost  half  of  Maryland's 
practicing  physicians  and  health 
care  professionals 

>  Has  one  of  the  largest  organ 
transplant  surgery  programs  on 
the  East  Coast 

>  Has  the  only  Gamma  Knife  in 
Maryland,  used  to  destroy  brain 
tumors  without  surgery 

>  Is  home  to  the  R.  Adams  Cowley 
Shock  Trauma  Center,  the  nation's 
first  and  largest  trauma  facility 

The  Medical  Center,  Baltimore's 
sixth  largest  employer,  is  located 
just  three  blocks  from  the  new 
Oriole  Park  at  Camden  Yards  in 
downtown  Baltimore. 

|H  UNIVERSITY  OF  MARYLAND 
MEDICAL  CENTER  & 
UNIVERSITY  OF  MARYLAND 
AT  BALTIMORE 


AN  ALTERNATIVE.  117///  TCG,  you  II  never  have  to  ai'orry  (///out  your  local  phone  lines  " 
"^^^^  going  do\c:n.  Because  we're  not  just  an  alternative  local  phone  company,  we're  a  better  local 
phone  company.  Our  all-fiber  network,  now  serving  37  major  markets  and  over  200  communities,  gives 


YOUR  LOCAL  PHONE  SERVICE, 
CALL   1 -800~88^-4XCG. 


or 


W7VIX  FOR  YOUR  LINES 
TO  GO  DOVS/N  AND  WRIXE  XO 
XME  ADDRESS  BELOW^ 


you  99.99+%  uptime  and  is  monitored  24  hours  a  day,  365  days  a  yean  So  we  can  identify  and  eliminate 
problems  before  you  re  even  aware  of  them.  Plus,  we  give  you  unparalleled  access  to  the  latest  in  voice,  data 
and  image  communications,  as  well  as  significant  savings  over  your  current  local  phone  company.  WYve 
been  finding  innovative  and  responsive  solutio>is  for  major  FORTUNE  500  companies  for  over  10  years 
and  we  can  do  the  same  lor  you.  Give  us  a  call  today  and  we  II  tell  you  more.  Or,  wait  a  little  longer, 
and  well  look  for  your  letter  in  the  mail:  TCG,  One  Telepoit  Drive,  Staten  Island,  NY  10311- 101 1. 


What  do  Computer 
Sciences  Corporation, 
Apple  Computer, 
and  AT&T 

have  in  common 


UMBC 

AN  HONORS 
UNIVERSITY 
IN  MARYLAND 


f\  high-tech  university  in  the  Baltimore- 
Washington  corridor,  UMBC  goes  beyond  the 
boundaries  to  create  innovative  partnerships 
with  private  and  pubhc  enterprise. 

Training 

Computer  Sciences  Corporation  turns  to  us  for 
custom,  on-site  continuing  education  courses  for 
its  systems  engineers. 

Interns 

Apple  Computer  is  hiring  increasing  numbers  of 
summer  interns  from  UMBC's  computer 
science/electrical  engineering  program  to  work 
in  product  research  &  development. 

Employees 

UMBC  is  among  AT&T's  top  three  national 
producers  of  new  telecommunications  systems 
employees. 

UMBC  knows  how  to  talk  business.  Put  our 
talented  students  and  first-rate  faculty  to  work 
for  your  organization. 

Contact: 

Dr.  Antonio  Moreira,  Associate  Provost 
410-455-2746 

email:  connect@umbc.edu 


SPECIAL   ADVERTISING  SECTION 


EAT.TTMOT^ 


MID-ATLANTIC'S  TECHNOLOGY  AND  FINA! 
HEADQUARTERS  FOR  THE  2IST  CENTU 


■I 


instrimiciit  crcatcil  by  cnninccis  in  a  UMBC  "incu 
tor  is  hound  tor  liic  iiliarniaceutiral  niarkctplace 
hacking  I'loin  the  hio-tccli  uiant.  (Jcncntfcli. 

FLEXING  ITS  FINANCIAL  MUSCLES  Tethnolog 
start-u|)s  as  well  as  mature  eoinpanies  i-ecjuin 
earetul  t'inancia!  niana<ieinent  to  make  it  thrc 
tlie  often  years-lonsf  research  and  testing  phase 
l)aitimore  ottei  s  l)usinesses  a  v  igorous  mi.\  of"  finan 
o|)tions  from  comcntional  hanking,  to  venture  eapi 
to  imiovati\'e  pul)h(7])i'i\ate  coliahorations. 

IJahimoic  is  home  to  some  of  tiie  most  pi-estigi 
names  in  American  finance     Alex.  Hrow  n  &  Sons 
'l\  \xi)\\v  I'lice.  Leug  Mason.  Fidelity  and  l)e])osit. 
and  rSI*\V(i.  Tlie  numher  one  underwriter  of  vend 
hacked  II'Os  for  eight  years  running.  Alex.  Brown  i 
the  past  two  years  has  managed  50  technology-i'f la[ 
Ihiancings  that  raised  oxer         liillion.  The  com|)ai 
creilenlials  inchide  taking  Microsotf  piihlic  10  year 
'It's  highly  unusual  that  the  leading  tirm  in  hi< 
tech  and  l)io-tech  tlnancing  is  right  iiere  in  Baltimoi 
at  a  time  when  tlie  city  and  business  community  ar 
focusing  their  energies  in  that  direction.  "  says  Mayo 
Shall  nek.  III.  president  and  ('()()  of  .\lex.  IJiown. 

The  numher  of  xcnt  in-e-l)acked  1 1*(  )  s  has  jui 
dramatically  during  the  past  four  \-ears  as  the  v 
ture  community  has  increasingly  Ihm ome  awai'c  o 
inx'cstmenl  opporl  unit  ies  within  the  region.  Accoi 
to  a  Price  W'ateiiiouse  research  gi'ou|).  the  region  le 
the  nation  in  \cnt  ure  capital  inxcstments  during  th 
tu  st  t  hree  months  of  I •)!).■)  w  it  h  lit.  I  percent  of  the 
total.  Itetwcen  l!)!»J  and  I!)1I4.  venture  tlrms  laised 
more  than  .S.'iOO  million  lor  ill'  companies  in  the 
IJaltimoic-W'ashington  region,  including  the  JJistric 
of  ('ohnnhia  and  Xorlliern  \'irginia. 

Says  ( 'hai  les  Xew  liall.  president  of  the  I'altii 
vent  ure  capital  fii  in.  .New  f]nter|)rise  Associates: 
■  Baltimore  has  gone  from  now  liere  to  heing  a  maj 
factor  in  key  new  technologies.  There  aie  ahout  ilOC 
\'ent  ure-liacked  high-tech  firms  in  the  region  now. 
( 'ommercial  iianks  are  finding  new  wa\  s  to  inve 


Before  Ever 
Taking  The  Field. 
Baltimore  Had  Its 
Bases  Covered. 


When  Baltimore  decided  to  build  a 
new  stadium,  the  city  had  to  hit  a  home- 
run  with  only  18  months  to  complete  the 
project.  That's  the  main  reason  it  called 
on  big  league  veteran  Square  D  to  supply 
electrical  distribution,  control  products 
and  consultation  for  their  $105  million 
stadium  at  Camden  Yards. 

Square  D  immediately  developed  a 
strategy  for  timely  delivery  and  techni- 
cal support  of  electrical  equipment, 
both  standard  and  custom  designed. 
Beyond  quality  products.  Square  D  pro- 
vided comprehensive  systems  design 
and  engineering  solutions,  as  well,  meet- 
ing daily  design  changes  and  escalating 
system  demands  with  flexibility  and 
cost-efficiency. 

At  Square  D,  we  don't  just  provide 
you  with  great  products,  we  take  owner- 
ship in  your  project  and  an  interest  in 
your  bottom  line.  So  when  you're  look- 
ing for  an  experienced  partner  to  step  up 
to  the  plate  on  your  nexi  commercial 
construction  job,  call  800-888-2448,  ext. 
0521 1.  For  increased  confidence  on  any 
critical  project,  no  one's  a  greater  asset 
to  your  team  than  Square  D. 

SQUARE  D 

CROUPE  SCHNEIDER 


iD/.'A'W  Square  D  All  /7g/i(s  reserved 
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liijili-i'isk  IcchnoldLiy  coiniianies — 
w  ith  a  liti  ic  help  lioiii  I \\r  state. 
Last  yeai'.  Signet  Hank  a^^ee(l  In 
i)iiy  SS  million  in  hunds  for  ( iinllnid 
I'liaiiiiaeeiit  icals  allei'  tlie  stale  |ir(i 
\  i(le(l  a  s;!.4  million  ^iiiarantee. 
\ationsl5ank  jiot  a  sinn'lar  tznaran- 
tee    .S;5  million     I'or  its  S.")  million 
loa n  to  (  Jenet ie  'i'liei  a| ly.  Inc. 

"'riie  city  has  a  lon^  histoi'y 
of  heinn  an  aeti\c  player  in  stimii- 
latiiiti  hllsiliess  (le\ clopment  .  says 
•  lohn  Weiss,  manauinji  partner  of 
.\nt  hem  (  'apital.  a  new  \-ent  ure 
eajiital  firm  with  a  ieL;ional  loeiis. 
P>altimore  (  'it  \  has  invested  S] 
million  in  1  he  firm,  w  hich  as  a 
small  husmess  investment  corpora- 


THE  HIG  riES  AND  STRATEGIC 

INLAND  LOCATION  OF  THE  PORT  OF  BALTIMORE 
HAVE  ATTRACTED  FIRMS  INTERESTED  IN  MAKING 
A  SPLASH  IN  THE  INTERNATIONAL  MARKETPLACE. 

t  ion  Liet  s  .Si'  of  ('(piit  y  iinesi  ment 

t  lironuh  t  he  Small  l>nsiness 

Administ  lat  ion  lor  every  .S  I  raised. 

r.a  1 1  i  more  has  toeiise(  I  pol  i  t  i 

ca I  will  a  lid  [  i I la  iieia  I  resoii rees 

into  heeomiiiL:  a  liiLih  tech.  hio- 

tecli  powerhouse  on  the  l']ast 

( 'oast  .lit  he  past  is  predicl  ive. 

I  he  cil  \'  will  siicceeil. 


More  than  tiiiity  years  ago. 
Baltimore  hegaii  one  of  the  most 
anihitious  ])ro<fiams  of  iirl)an  renew- 
al ever  devised.  The  city  s  Inner 
Harlior     l'40  acies  of  scenic  water- 
front—  won  over  three  dozen  inter- 
national awards  tor  e.xcelieiU'e  in 
urhan  design  and  architecture.  More 
recently,  city  and  state  government 
officials  and  local  liusiness  leaders 
pulled  togetliei'  to  huild  the  celebrat- 
ed ( )riole  Park  at  ('amden  ^'ards. 

"'riie  husiness  community  is 
really  joined  at  I  he  hip  w  hen  it 
coiiu's  to  getting  single  ]iidjects 
done.    sa\s  Shattuck  of  .VIe.x. 
ISidvvn.  "I  can  t  think  of  another 
citv  where  people  rallv  together  in 
sucli  a  unified  way. 

Sinulaily.  the 
( '( ilumhus  ( 'enter  w  as 
( le\el(  )pe(  I  with  -SI  <)•• 
million  in  ledei'al. 
state,  city,  and  pri- 
vate funds  and  is  one 
part  ol  a  signitu'ant 
l)iiild-iip  of  high- 
tech lacilit  ies  in 
I  )a  It  i  more.  In  t  he 
next  lew  V  ears  hun(lre<ls  of  thou- 
sands of  s(|uare  feet  of  state-of- 
the-art  research  facilities  w  ill  have 
come  on  line  in  ISalt  imore.  includ- 
ini;  a  proposed  ito-acie  research 
park  at  T.M  !!( '.  the  .\lai  v  land 
r»io( 'enter,  a  manufacturing  facility 
for  hio-tech  companies,  and  t  he 
Alpha  ('enter,  an  incubator  lab  for 
start-up  companies,  both  part  of 
the  development  at  Johns  Hopkins 
Itayview  i>esearch  ('ampiis. 


BALTIMORE:  A  LAUNCHING! 
PAD  TO  INTERNATIONAL 
MARKETS  From  its  colo- 
nial heritage.  Baltimore 
has  been  a  ma  jor  center  toi'  inter- 
national comnieice.  World  Ti  ade 
magazine  ranked  Ixdtimore  ainoi 
.Vmei'ica  s  1(1  best  cities  for  intei  - 
national  companies. 

One  strong  draw  is  tiie  Poi't 
of  Baltimori'.  the  second  liusiest 
|M)rt  on  the  I'^astern  seaboard.  Its 
location  20(1  miles  inland  i)uts  it 
just  an  overnight  truck  ride  away 
from  '.V2  |)ercent  of  ihe  T.S.  ])o])uli 
tion  and  .'U  peicent  of  its  maiuifac 
turing  base.  The  l>altimore-based 
Terminal  ( 'orporation  has  joined 
w  ith  a  ('anadian  stevedoring  com- 
pany to  create  a  system  foi'  elec- 
tronic data  transfer  w  ith  interna- 
t  ional  customers  and  bai-  code  dat 
collection  for  <-argdes  moving 
t  hidULih  the  terminal. 

The  Port  connects  w  ith  a 
sophist  i cat! ■(]  t  ransportation 
netwdik  linked  by  i.'2.(KI0  miles 
of  jiiiblic  roads  and  a  burgeoning 
intei  nat ional  airport  within  minute 
of  downtown  Baltimore.  During  th 
first  four  months  of  li)!).").  interna- 
tional traffic  through  Baltimore- 
Washington  International  (BWI) 
.\iipoit  had  risen  IS..'!  percent  over 


HE  WORKFORCE:  TRAINED  FC 
HIGH-TECH  JOBS  I  sing  the 
slogan  ■' l^altimore.  The  City 
That  Beads."  .Mavor  Schmoke 
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onioting  a  city-wide  c'ainj)aigii 
insure  that  tomon  ow  s  workers 
e  not  only  literate  hut  have  the 
ills  needed  in  a  high-tech  work- 
ace.  Toward  that  end.  Baltimore 
fers  free  access  to  the  Internet 
rough  its  public  libiary  system. 
3cently  the  city  joined  with  Bell 
;lantic  to  connect  area  high 
hools  to  Distance  Learning  — 
tull-motion  intei'active  video 
:twork.  Bell  Atlantic  is  donating 
e  classroom  equipment  for  every 
irticipating  school — a  contrihu- 
)n  of  up  to  $13  million. 
"We're  committed  to  aettino 


MAYOR  KURT  L.  SCHMOKE 

young  people  involved  at  the  earliest 
possihlt>  age  with  interactive  com- 
|)utei-  technology"  says  Mayor 
Schmoke.  "Distance  Learning  allows 


us  to  move  information  to  where  the 
learnei's  are.  It  could  change  the 
way  we  view  jnihlic  educatioti.  " 

The  city's  commitment  to  the 
w oi  kforcc  (it  the  tuture  can  be  seen 
at  the  Columbus  Center  where  a 
science  and  technology  education 
centei'  brings  aiea  school  children 
in  (liifct  contact  with  real  scientists 
and  theii-  discoveries.  "We  ai'e 
bringing  science  right  into  the  city.  " 
says  Dr.  Rita  Colwell.  president  of 
the  University  of  .Maryland's 
Biotechnology  Institute  ot  which 
the  ('oluml)us  Center  is  a  |)art. 
'The  Center  makes  science  and 


A  completely  objective  guide 
to  relocating  your  business. 

[  Compliments  of  Maryland  -  the  absolute,  without  a  doubt,  by  far,  best  state  for  your  business] 


1.  Make  sure  it's  convenient  to  transportation. 

The  state  you  choose  should  be  located  near  major 
transportation  like,  for  example,  Maryland  which  is 
located  right  in  the  middle  of  the  Eastern  Seaboard 
with  1-95,  the  Port  of  Baltimore,  BWl  Airport,  and  the 
CSX  Rail  System. 


2.  Check  out  the  work  force. 

Make  sure  the  state  offers  a  well  educated,  stable  work 
force  like,  for  example,  Maryland  where  workers  with 
bachelors  degrees  exceed  the  national  average  by  19.2% 


like  Westinghouse,  Black  &  Decker,  USF&G,  Legg 
Mason,  Locklieed  Martin  and  Procter  &  Gamble  are 
doing  very  well. 

4.  Make  sure  you'd  want  to  live  there. 

Check  to  see  that  the  state  has  good  educational  and 
health  care  facilities  like,  for  example,  Maryland  which 
has  Johns  Hopkins  and  the  University  of  Maryland, 
each  with  its  own  renowned  medical  facility. 


3.  See  what  other  businesses  are  located  there. 

Make  sure  different  types  of  businesses 
have  had  success  in  the  state  like,  for 
example,  Maryland  where  companies 


Parris  N.  Glendeiiiiig 
Governor 


To  find  out  more  about  what  a  great  place  Maryland 
could  be  for  your  business,  contact  Victor  Hoskins  at 
(410)333-6989,  or  fax  your  request  to  the  Division  of 
Marketing,  Maryland  Department  of 
Business  and  Economic  Developtnent, 
(410)333-6608. 

Department  of  BiLsiness& 
Economic  Development  f"'"''^  ^  ^'^'"^>' 

Secretary 


altimore:  What's  In  It  For  You? 

•  A  powerhouse  of  life  science  research 

•  A  port  city  experienced  in  international  business 

•  A  tradition  of  financial  and  professional  expertise 
•  An  anchor  city  in  the  country's  fourth  largest  market 

•  A  popular  venue  for  conventions  and  visitors  from  around  the  world! 
But  it  doesn't  stop  there.  For  more  information,  contact  the 
Baltimore  Development  Corporation  (BDC)  at  (410)  837-9305. 


BDC 

C  I  I  Y  OF  !i  A  ;  n  M  O  »  I 
;)!V!lOPMfNi  CORPORAllON 


SPECIAL   ADVERTISING  SECTION 


^AT.TTMORE 


D^ATLANTIC'S  TECHNOLOGY  AND  FINANCIAL  HEADQUARTERS  FOR  THE  2IST  CENTURY 


search  part  of  oui-  daily  li\-cs  in 
neaiiinjif  ul  way. 

At  rMI>('  innovative  ])artiiei  - 
i|).s  w  it!i  hitih-tecli  hiisinesses 
p  helpinif  uslier  talented  stu- 
nts into  challeniiin<i.  higli- 
illed  jobs.  Says  VMliC 
esident  Freeman  Hrahowski. 
'oni|)anies  eoniinu  to  the  ai'ea 
ten  ask  whether  they'll  Ix" 
le  to  find  a  ready  supply  of 
shnieians.  We  have  hundreds 
students  and  want  to  give 
ung  ]ieople  the  opjiortunity  to 
)rk  in  the  I'eal  world  of  business 
i  lv  in  their  careei  s. 


BIG  CITY,  SMALL  TOWN 
SENSIBILITIES  Baltimore 
boasts  a  lower  eost  ot  living 
than  othei'  comparable 
ic>.  l<]mploy(/es  who  work  long 
airs  enjoy  tlie  fact  that  they  can 
ive  the  office  and  get  home  or  to 
e  airport  in  fifteen  minutes. 

After  hours,  residents  enjoy 
e  u])towii  so])histication  of  Ihc 
)rld-class  Baltimoi'e  Syin|)hony 
chestra.  the  famous  Waiters  Art 
illeiy.  the  l^altimoie  .Museum  of 
"t,  and  the  Lyric  ( )pera  House, 
'om  active  ])ai-ticipants  to  arm- 
aii-  enthusiasts,  the  sports-mind- 
ha\'e  it  all.  in  |)articular  the 
dtimorc  ( )rioles.  Haltimoic  ('V\. 
allions.  and  an  array  ot  water 
'tivities  on  and  ai'ound  the  mag- 
ficent  Chesapeake  Bay. 

Further  enhancing  the  city's 
iab!ty  of  life  lanks  higii  on  the 
ia^'or's  aiicnda:  l']mi)owerment 


Zones  ai'e  nurturing  small  business- 
es and  revitalizing  neighborhoods. 
T\\v    liiiyhten  Baltimore  cam- 


THE  PRIDE  OF  BALTIMORE  IS  A  REPLICA  OF  THE  SPEEDY 
TOPSAIL  SCHOONERS  CREATED  IN  THE  EIGHTEENTH  CENTURY 
WHEN  BALTIMORE  LED  THE  NATION  IN  SHIPBUILDING. 
TODAY.  THE  SHIP  DOCKS  AT  THE  INNER  HARBOR  AND  PLAYS 
HOST  TO  NUMEROUS  CIVIC  AND  BUSINESS  GATHERINGS 


|)aign  with  Baltimore  ( Jas  and 
Flectric  ( 'om|)any  is  lighting  up  city 
streets.  A  new  children's  museum, 
called  I'ort  I  )isco\-ery.  being  de\'el- 
oped  by  Walt  Disney  Imagineering 
and  the  I iouse  ( 'ompany,  w  ill  join 
the  ( 'oluml)Us  ( 'enter  and  the 
National  A(|uarium  as  faxdi  itc  des- 
tinations tor  family  education  and 
entertainment . 

AW  want  e\-ery  citizen  to  be 
part  of  our  city  s  success  story, 
says  Mayor  Schmoke.  "The  renais- 
sance of  Baltimore  w  ill  not  be  com- 
jilete  until  all  lia\'e  an  opporlunity 
to  share  in  it.  '  c~>^' 


Go  to  the  head 
of  the  class  with 
Sylvan: 


As  the  nation's  leader  in  supplemental  education, 
technology  and  training.  Sylvan  has  experienced 
phenomenal  growth.  Our  unique,  result-based  approach 
has  been  the  driving  force  fueling  our  success.  Join 
this  exciting  enterprise.  For  investment,  contract 
services,  training  or  for  Sylvan  Learning  Center  franchise 
information,  call  800-627-4276.  NASDAQ:  SLVN 


SYLVAN  LEARNING  SYSTEMS 


Personal  Business 


EDITED  BY  JIM  ELLIS 


AN  ARSENAL  OF  NEW  WEAPONS 
AGAINST  STROKE 


For  years,  there  was 
little  urgency  in 
the  treatment  of 
stroke — often  caused 
when  a  clogged  artery 
chokes  off  blood  flow  to 
part  of  the  brain — be- 
cause it  was  believed 
there  wasn't  much  doc- 
tors could  do.  Ambulance 
drivers  picked  up  heart 
attack  and  stab-wound 
victims  first,  then  the 
stroke  cases.  "Physicians 
used  to  be  taught  this 
was  the  way  patients  lil^e 
grandma  were  supposed 
to  die,"  says  neurosur- 
geon Michael  Walker,  a 
director  of  the  National 
Institute  of  Neurological 
Disorders     &     Stroke  ' 

(NINDS). 

Now,  all  that  is  chang- 
ing. Better  preventive 
therapies  and  education 
are  heading  off  many 
strokes     before  they 
strike.  And  once  they  oc-  i,; 
cui',  doctors  are  starting  fe' 
to  think  of  strokes  in 
more  dramatic  terms:  a 
brain  attack  to  be  treat- 
ed as  an  emergency.  This 
major  change  in  thinldng 
is  taking  shape  because 
clot-busting  drugs,  intri- 
guing neuroprotective 
agents  that  guai-d  against 
the  brain-cell  death  that  robx 
victims  of  mobility,  speech,  oi' 
memoiy,  and  advanced  surgi- 
cal techniques  are  improving 
the  outlook  foi'  sui'vivors. 

"It's  the  most  exciting  time 
in  the  history  of  stroke  treat- 
ment," says  Gary  Houser, 
vice-president  of  the  National 
Stroke  Assn.  "We  are  on  the 
threshold  of  having  a  true 
treatment  that  can  be  used 
aftei'  the  onset  of  symptoms." 

Big  numbers  are  driving 
the  surge  of  interest  in 
stroke  treatments.  More  than 


.").")(l,000  people  have  a  stroke 
each  year  in  the  U.  S.,  mak- 
ing it  the  third-leading  cause 
of  death.  Of  those  half-mil- 
lion victims,  150,000  die.  The 


remaining 
400,000  en- 
dure handi- 
caps, making  stroke  the  chief 
cause  of  disability.  These 
numbers  are  expected  to  in- 
crease as  boomers  age. 

What  are  the  chances  you 
might  become  an  unlucky  sta- 
tistic? Topping  the  list  of  risk 
factors  are  high  blood  pres- 


HEALTH 


sure,  high  cholesterol,  family 
stroke  history,  taking  high- 
dose  estrogen  oral  contracep- 
tives, heart  disease,  diabetes, 
smoking,  consuming  more 
than  two 
drinks  of  al- 
cohol daily, 
using  illicit  drugs  such  as  co- 
caine, and  being  more  than 
80%  over  your  optimum 
weight.  Stroke  doesn't  hap- 
pen only  to  the  elderly,  ei- 
ther: About  28%  of  all  stroke 
victims  are  under  65. 

More  worrisome  than  risk 


factors    are  warm 
signs.  These  include  te 
porary  numbness,  we; 
ness,  or  paralysis  of  1 
face  or  limbs,  especia 
un  one  side.  Other  hi: 
of  trouble  are  loss  of  1: 
ance,  sudden  blurred 
decreased  vision,  diffic 
ty  speaking  or  und^ 
standing  simple  sta 
ments,     and  sudd 
severe  headache  for 
appai'ent  reason.  Some 
these  incidents,  knovra 
transient  ischemic  atta( 
(TIA),  may  pass  withii 
few  moments.  But  pi 
sicians  recommend  a  t 
to  the  emergency  roo 
Don't  wait  until  Mond 
moi'ning  to   call  yc 
internist.  If  it  happe 
it's  impossible  to  t 
whether  it's  a  tia  oi 
stroke.  Quick  action 
essential,  because 
searchers  have  discc 
ered  that  there  is  a  ci 
cial  six-hour  window 
time  after  stroke  duri 
which  newly  develop 
treatments  can  halt 
death.    "Beyond  th 
damage  to  the  imperil 
or  injui'ed  brain  is  ir 
versible,"  says  Housei 
CLOT-BUSTERS.  Once 
stroke  hits,  brain  ce| 
begin  to  die  and  relea 
chemicals  that  set  off  a  chd 
reaction  endangering  cells  | 
the  surrounding  area  calH 
the  penumbra,  where  ti 
blood  supply  may  have  bei 
reduced  but  not  cut  off.  Wii- 
out  emei-gency  treatment .  t ' 
larger  area  of  cells  will  a 
die.  But  many  hospitals  ; 
now  experimenting  with  f 
types  of  compounds  that,; 
administered  quickly,  ni 
dissolve  clots  or  protect  ce^ 
from  imminent  destnictioii 
The  clot-busters,  such  ^ 
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lentech's  tissue  plasmino- 
1  activator  (tpa),  have  the 
ential  to  revolutionize 
atment  by  restoring  blood 
V  before  massive  damage 
done.  Although  already 
■d  for  heart  attacks,  tpa 
fiains  controversial  for 
3ke  because  it  can  cause 
ious  bleeding.  Neurologist 
;gory  W.  Albers,  director 
he  Stroke  Center  at  Stan- 
i  University  Medical  Cen- 

is  paiticipating  in  a  study 
200  patients  who  receive 

within  five  houi's  of  their 
jke  symptoms.  Because  it 
1  double-blind  study,  Al- 
s  doesn't  know  which  pa- 
its  get  TPA  and  which  re- 
ve  placebos  but  recover 
ntaneously.  Nevertheless, 
remains  hopeful:  "We've 
1  a  number  of  patients 
ose  strokes  have  disap- 
ired  within  6  to  12  hours 
;r  treatment." 
\nother  class  of  com- 
mds,  called  neuroprotec- 
i  agents,  can  shield  irre- 
ceable  brain  cells  by 
eking  the  deadly  advance 
calcium  that  occurs  when 
Lamate  levels  rise  during  a 
oke.  Other  protectants, 
ed  lazaroids,  include  com- 


BEFORE  SURGERY 


OVERAGE  65 
SMOKING 

AFRICAN  AMERICAN  DESCENT 
DIABETES 
OVER  AGE  75 

PREVIOUS  HEART  SURGERY 

BLOOD  PRESSURE  ROUTINELY  OVER  140/90 

OVER  AGE  85 


Who's  At  Risk? 


DEGREE  OF  RISK 

NUMBER  OF  TIMES  MORE  AT  RISK  OF 
STROKE  THAN  THE  AVERAGE  PERSON 


DATA;  NATIONAL  STROKE  ASSN. 


PREVIOUS  STROKE 


0 


2 


can  use  them  before  a  stroke 
hits.  Last  fall,  the  results  of  a 
study  on  carotid  endarterec- 
tomy,  the  removal  of  fatty  de- 
posits ft'om  the  neck  artery 
that  carries  blood  to  the 
brain,  were  so  compelling 
that  NINDS  cut  short  its  $20 
million  study.  It  recommend- 
ed considering  surgery  even 
for  patients  with  no  symp- 
toms— but  who  had  a  60%  or 
more  naiTowing  of  the  carot- 
id artery.  Based  on  a  trial  of 
1,662  men  and  women  be- 
tween the  ages  of  40  and  79, 
the  study  showed  that  the 
risk  of  stroke  was  reduced 


IAIN  SCAN:  Blood  flow  (in  red)  is  restored  to  a  stroke  victim 


make  the  operation  safer," 
says  Wesley  Moore,  chief  of 
vascular  surgery  at  the  Uni- 
versity of  California  at  Los 
Angeles,  ninds  recommends 
using  only  a  surgeon  whose 
complication  rate  (death  or 
stroke  during  sm'geiy)  is  less 
than  3%. 

But  if  you  experience  no 
symptoms,  how  do  you  know 
what  shape  your  neck  arter- 
ies are  in?  Simply  ask  your 
physician  to  listen  to  your 
neck  with  a  stethoscope  dui'- 
ing  your  next  checkup.  The 
detection  of  a  swishing  sound 
should  prompt  your  doctor 
to  order  an  ultra- 
sound and  other 
tests  to  measure 
any  possible  nar- 
rowing. Also  impor- 
tant: Check  out  ei- 
ther vascular 
surgeons  or  neuro- 
surgeons who  have 
50  or  more  carotid 
end  arte  rectomies 
under  their  belts.  If 
surgeons  merely 
quote  the  medical 
literature  and  can't 


mds  such  as  Upjohn's  tiril- 
d,  which  helps  prevent  cell 
iakdown  during  stroke, 
lile  these  agents  may 
nch  the  damage  in  the  eai-- 
hours  after  stroke,  their 
icacy  is  still  unproved, 
ms  Albers:  "It  will  be  at 
st  five  years  before  these 
!  in  everyone's  hospital 
irmacy." 

Meanwhile,  advances  in 
•gery  and  interventional 
iroradiology  are  now  as- 
ndingly  effective — and  you 


by  55%  in  patients  who  had 
the  elective  .surgery. 
SPECIALIST  CHECK.  Carotid 
endaiterectomy  has  been  per- 
formed since  the  '50s  on  pa- 
tients with  severe  blockages. 
In  the  '80s,  surgeons  came 
under  scrutiny  for  doing  too 
many  of  these  risky  surger- 
ies. But  better  patient  selec- 
tion and  advances  in  diagnos- 
tics, anesthesia,  and  surgery 
have  lowered  the  risks. 
"There  have  been  a  lot  of 
technical  improvements  to 


cite  their  own  statistics,  they 
may  not  be  doing  enough 
surgeries  to  be  skilled  in  the 
delicate  task  of  remo\ing  the 
blockages  without  breaking 
off  some  and  inducing  a 
stroke.  Experts  say  it's  best 
to  go  to  a  center  where 
large  numbers  of  the  proce- 
dure are  done,  such  as  New 
York's  Columbia-Presbyter- 
ian Neurological  Institute  or 
Barrow  Neurological  Insti- 
tute in  Phoenix. 

Interventional  neuroradiol- 


ogists are  also  pioneering 
less  invasive,  nonsurgical 
techniques  for  brain  rescue. 
To  repair  an  aneurysm,  a 
bulb-like  weakening  in  the 
wall  deep  inside  the  brain, 
before  it  bursts — a  feat  un- 
thinkable 10  years  ago — phy- 
sicians today  use  sophisticat- 
ed imaging  technology  that 
lets  them  guide  tiny  plati- 
num coils  through  a  groin  ar- 
tery up  to  the  brain.  The 
coils  are  pushed  into  the 
aneurysm,  which  then  clots 
off.  Angioplasty,  in  which  a 
small  balloon  in  the  arteries 
opens  narrowed  vessels,  is 
also  making  its  way  from  the 
heart  to  the  neck  and  brain. 
It  is  sometimes  used  with 
TPA,  which  is  injected  direct- 
ly into  the  narrowed  site. 

Remember  that  lifestyle 
changes  such  as  a  healthier 
diet  and  exercise  help  de- 
crease your  chances  of  a 
stroke,  and  a  host  of  common 
medications  can  reduce  blood 
pressure,  thin  the  blood,  and 
prevent  clots.  So  while  thei'e's 
still  no  single  cure  for  stroke, 
people  with  risk  factors  are 
no  longer  fated  to  succumb 
to  this  common  and  cruel 
affliction.       Barbara  Buell 

Where  to  Find 
Out  More 

NATIONAL  INSTITUTE 
OF  NEUROLOGICAL 
DISORDERS  &  STROKE 

Office  of  Scientific  & 

Healtli  Reports 

Building  31,  Room  8A-06 

31  Center  Drive  MSC-2540 

Bethesda,  Md, 

20892-2540, 

800  352-9424 


THE  NATIONAL  STROKE 
ASSN. 

8480  East  Orchard  Road, 
Suite  1000,  Englewood, 
Colo.  80111-5015, 
800  STROKES 
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Personal  Business 


A  PERSONAL  SHOPPER 
FOR  YOUR  DREAM  HOUSE 


When  Sallye  and  Jim 

Ryan  wanted  to  move 

from  their  Tampa 

apartment  to  a  three- 
bedroom  home  this  spring, 
the  busy  couple  used  a  buyer 
broker,  Beth  Tansey,  to  help. 
Within  a  week, 
they  had  bid 
on  the  house  they  now  own. 
Sallye  liked  being  able  to  del- 
egate the  house-hunting. 
"With  both  my  husband  and 
me  working,  it  was  a  lot 
easier,"  she  says.  "I  don't 
think  I  would  have  found  this 
house  that  I  really  love  with- 
out her.  There  are  so  many 
homes  for  sale  here,  I  would 
probably  still  be  looking." 

Because  Tansey  is  a  buyer 
broker,  who  exclusively  rep- 
resents the  home  buyer's 
interests,  the  Ryans  trusted 
her  to  find  the  best  deal  on  a 
house  that  suited  theii'  needs. 
By  contrast,  a  ti'aditional  real 
estate  broker  is  legally  bound 
to  work  for  the  seller  who 
pays  the  commission  and 
therefore  may  be  more  intent 
on  selling  listed  homes  than 
finding  your  dream  house. 
Even  realtors  who  don';  hold 
the  listing  on  a  given  house 
act  as  subagents  to  the  sellei'. 
So  unless  a  broker  says  that 


SMART  MONEY 


he  or  she  is  working  for 
you — brokers  are  now  legally 
obliged  to  disclose  who  they 
represent — you  can  assume 
the  bi-oker  is  woi'king  for  the 
seller.  Such  agents  must  pass 
on  information  such  as  the 
buyer's  income  to  the  seller, 
who  then  has  a  better  idea 
of  what  price 
to  hold  out  for. 
But  the  balance  of  power 
in  real  estate  transactions  is 
changing  as  the  number  of 
brokers  who  serve  only  buy- 
ers gi'ows.  The  two  biggest 
national  fi-anchises  are  Buy- 
ers' Agent  (800  766-8728), 
based  in  Memphis,  and  Buy- 
ers' Resource  (800  359-4092), 
in  Englewood,  Colo.  Both 
companies  provide  referrals 
to  theii'  own  brokers  as  well 


as  independent  buyer  brokers 
across  the  country.  Proof  is 
still  scant  that  buyer  brokers 
are  a  boon.  Some  traditional 
brokers  think  they  add  httle 
to  the  equation.  "Basically, 
even  though  traditional 
agents  have  a  fiduciary  duty 
toward  the  seller,  their  pi'i- 
ority  is  accomplishing  the 
deal,"  says  Dave  Goldsmith, 
dii'ector  of  marketing  at  D.  G. 
Neary,  a  New  York  real  es- 
tate fii'm.  "I  don't  know  if  it 
will  change  things  except  in 
people's  minds." 
BEST  DEAL.  However,  there's 
reason  to  believe  buyer  bro- 
kers can  save  time  and  mon- 
ey. An  informal  survey  by 
long-distance  company  Sprint 
in  1991  showed  that  employ- 
ees who  used  buyer  brokers 
saved  an  average  of  9%  off 
the  asking  price,  vs.  3%  for 
all  home  buyers.  In  addition, 
buyer  brokers  check  into 
property  values  and  school 
systems.  "We  make  clients 
fully  aware  of  areas  that  are 
appreciating,  so  they  tend  to 
buy  in  areas  on  the  upswing," 
says  Buyers'  Agent  President 
Tom  Hathaway. 

Because  these  brokers  are 
obliged  to  get  buyers  the 
best  deal  possible,  they  ap- 
proach houses  with  a  critical 
eye  for  apparent  flaws.  You'll 
still  need  an  inspector  to  un- 
cover hidden  defects,  howev- 
er. Buyer  brokers  also  show 
properties  sold  by  the  owner, 
which  can  be  cheaper  because 
the  only  commission  is  what 
you  agree  to  pay  your  bro- 
ker. Sellers'  agents  usually 
won't  show  these  homes  be- 
cause they  don't  make  com- 
missions on  them. 


Who  Represents  Whom? 

EXCLUSIVE  BUYER  BROKER  Aims  to  get  best  deal  for 
home  buyer.  Splits  commission  with  seller's  agent. 

TRADITIONAL  REAL  ESTATE  AGENT  Represents  the 
seller  and  is  legally  obligated  to  disclose  personal  infor- 
mation about  the  buyer,  such  as  income,  that  could  af- 
fect the  sale  price.  Seller  pays  commission,  which  is 
built  into  the  price  of  the  home. 

DUAL  AGENT  Works  for  a  listing  agency,  which  works  for 
the  seller,  but  is  assigned  as  broker  to  the  buyer.  May 
push  homes  listed  with  agency. 

DATA:  BUSINESS  WEEK 


Brokers  representing  1 1 
ers  should  also  appraise 
value  of  the  house,  negoi 
the  price,  and  prequalify 
for  a  mortgage,  sometimes 
a  better  rate.  Buyers'  Ag' 
brokers,  for  instance,  narr 
mortgage  bids  from  15  le 
ers  nationwide  to  the  th 
best  offers — and  then 
those  t'm-ee  to  rebid.  "A  w 
trained,  experienced  bu; 
broker  is  a  great  asset,"  s; 
Peter  Miller,  author  of  E 
to  SeM  Your  Home  in  A 
Market  ($12,  HarperPerer 
al)  and  other  real  est 
guides.  "You  won't  do 
worse,  and  you  may  do  a 
better." 

Usually,  the  buyer  brol 
splits  the  sales  commiss 
with  the  seller's  agent,  j 
as  a  subagent  who  did 
have  the  listing  would  w 
the  broker  who  did.  So 
fee  still  comes  out  of  the  s 
price.  Some  people  might 
sume  that  buyers'  age 
have  an  incentive  to  keep 
price  high.  But  again, 
broker  must  get  you  the  b 
deal.  "In  my  experience,  al 
them  do,"  says  Stephen  B 
beck,  executive  director 
the  Consumers  Federatior 
America. 
STRAIGHT  TALK.  A  conflict 
interest  is  more  likely  whe 
real  estate  firm  that  rep 
sents  sellers  assigns  you  ( 
of  its  brokers  as  a  bu^ 
agent.  That's  why  many  p 
pie  believe  an  "exclusi^ 
buyer  broker  is  preferable 
there  aren't  any  in  your  ai 
and  you  have  to  use  a  li 
ing  broker,  "make  sure  tl 
disclose  when  they  are  she 
ing  you  properties  they  h{ 
a  financial  interest  in,"  s; 
Brobeck. 

Unlike  using  a  conventi 
al  realtor,  you  must  sign 
agreement  to  work  sol 
with  a  buyer  broker  foi 
certain  period  of  time.  Dc 
sign  up  for  more  than  tin 
months,  says  Brobeck.  Tl 
way,  you  know  the  brol 
must  go  all  out  for  you  ra 
er  than  sit  on  your  case  fo 
few  months.  When  your  o 
tract  is  up,  you  can  rene: 
tiate,  find  another  agent, 
go  it  alone.         Pam  BU 
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Y 

I  ou 


You  could 


run 


ou  could  make  rubber  band  balls  for  instance. 
Or  little  paper  clip  figurines,  ^ut  why  on  earth  would  you 
want  to  spend  more  time  getting  less  done  at  work?  T^tll, 
the  answer  is  you  probably  wouldn't.         one  would.  A  s 
just  that  some  people  may  not  know  that  you  can  run 
Windows  NT"  applications  up  to  three  times  faster 
with  a  MIPS"  RISC-based  system.'  Or  that  you  can  also 
use  MIPS  RISC  with  UNIX.  C^id  that  according  to  the 
TPC-C  benchmarks,  the  top  three  OLTP  systems  use 
MIPS  RISC.  On  the  other  hand,  it  may  be  that  these 
people  do  know  about  all  these  things,  and  have  just  had 
trouble  convincing  other  people,  ^o  il  you  find 
yourself  in  this  position,  and  you  thuik  it 
might  help,  you  could  always  tell  them  that  you  chose 
MIPS  RISC  because  of  its  exceptional 
price/ performance 
  advantages.  Yon  might 


Windows  NT  without 

M I P  S  5  but  there  are  more 


imaginative  ways 


of  wasting  time. 


also  tell  them  that  you 
chose  MIPS  RISC  because 
nearly  a  hundred 

companies  have  adopted 
its  architecture  and  it's  the 

  nmnber  one  RISC-based 

general  purpose  processor 

in  production  today.  That  usually 

  works.  "Sut  it  not  -  if  alter  all  that,  they 

still  seem  unsure  -  just  remember  that  you 
still  have  your  imagination.  (_X2^id  there  will 
always  be  plenty  of  office  supplies. 


'Compared  to  a  Pentium'  -processor-bascd  system 


MICROSOFT.  Copyrieht  1995  NEC  Electronics  Inc. 

WINDOWSNT     .11        ,  1  1  r  I  ■ 

COMmriBli    All  trademarfcs  are  the  property  of  their  respective  owners, 
r  more  information  call  1-800-366-9782  and  ask  for  info  pack  *183. 


Personal  Business 


CAN'T  AFFORD  A  LEAR? 
BUY  A  PIECE  OF  ONE 


ers  are  entitled  to  100  hours 
flying  time  per  year,  while 
one-quarter  share  owners  get 
200.  But  part-owners  can 
book  time  on  any  of  the  thi"ee 
jet  models  in  the  fleet.  So,  a 


The  flight  from  Tam- 
pa to  Newark,  N.  J., 
should  have  been  a 
cinch.  Commercial 

realtor  John  Amend  and  his 
staff  had  finished  one  key 
meeting  and  were  planning 
on  an  easy  trip  that  left 
them  plenty  of  time  for  get- 
ting to  another  the 
following  day.  But 
when  can  commercial  busi- 
ness travelers  count  on 
things  going  perfectly? 

Amend's  American  Airlines 
flight  was  sidetracked  for 
hours  by  foul  weather  along 
the  East  Coast  and  a  jet  mis- 
hap in  New  Yoi'k.  Eventually, 
the  plane  was  rerouted 
through  Nashville  and  sent 
on  to  Newark.  But  by  then  it 
was  3:30  a.m.,  and  a  meeting 
with  AT&T  officials  loomed 
less  than  five  hours  away. 
"We  were  tired,  exhausted," 
recalls  the  46- 
year-old  president 
of  Dallas-based 
Amend  Group,  a 
real  estate  consul- 
tant. "Delays  hke 
this  had  become 
routine." 

So  Amend  de- 
cided to  make 
sure  he  wouldn't 
again  be  stuck  on 
the  tarmac:  He 
bought  his  own 
jet.  Well,  at  least 
part  of  one.  In  a 
move  that  many 
executives  of 
small-  and  medi- 
um-size business- 
es would  have 
thought  impos- 
sible just  a  few 
years  ago,  Amend  purchased 
a  stake  in  a  LearJet  60  from 
Bombardier  Business  .JetSolu- 
tions,  a  three-month-old  ven- 
ture between  amr  Combs,  an 
American  Airlines  subsidiaiy, 
and  Canadian  aircraft  makei- 
Bombardier. 


FLYING 


Through  JetSolutions' 
FlexJet  plan  aimed  at 
smaller  businesses, 
would-be  owners  most 
commonly    buy  an 
eighth  or  a  quarter  ' 
share  of  Bombardier-  \ 
made    business  jets, 
which  are  then  main- 
tained by  AMR  Combs. 
Owners  also  have  access 
to  Combs's  13 
corporate  avia- 
tion   service  centers 
across  the  U.  S.  and 
Mexico.    "We'd  had 
enough  of  chartering 
and  booking  through 
commercial  airlines," 
Amend  says. 

GOODBYE    STANDBY.  Per 

flight  hour,  PlexJet  owners 
pay  more  than  most  other  jet 
charter  and  fi-actional  owner- 
ship schemes.  But  they  don't 
pay  for  the  time  it  takes 
their  plane  to  reach  them  for 
pickup,  nor  for  the  time  it 


Info  on  Hitching  a  Ride 


NATIONAL  AIR 
TRANSPORTATION  ASSN. 

4226  King  St. 
Alexandria,  Va.  22302 
(800)  808-NATA  or 
(703)  845-9000 


NATIONAL  BUSINESS 
AIRCRAFT  ASSN. 

1200  18th  St.  NW 
Suite  400 

Washington,  D.C.  20036 
(202)  783-9000 


THE  AIR  CHARTER  GUIDE 

104  Mt.  Auburn  St. 
Cambridge,  Mass.  02138 
(617)  547-5811 
Fax:  (617)  868-5335 


A  clearinghouse  for 
information  about 
business  jet  owner- 
ship, charter,  and 
time-share  options 
throughout  the  U.S. 

Can  answer  questions 
about  tax  implications 
of  business  jet 
ownership  and  provide 
manuals  to 
set  up  corporate 
flight  departments 

Comprehensive 
directory  of  air 
charter  operators 
and  fractional 
ownership  options 


takes  the  plane  to  return  to 
its  home  base  after  dropping 
off  part-owners. 

Another  big  FlexJet  plus: 
No  matter  where  they  are  in 
the  U.  S.,  owners  are  guar- 
anteed a  plane  within  four 
hours.  One-eighth-share  own- 


part-owner  of  a  seven-^ealci' 
LearJet  31A,  which  flies 
short  hops  of  up  to  three 
hours,  can  also  book  time  on 
a  widebody  Challenger — 
which  seats  10  passengers 
and  can  fly  from  the  U.  S.  to 
Europe — by  trad- 
ing a  chunk  of 
hours. 

JetSolutions 
also  lines  up  Fed- 
eral Aviation  Ad- 
ministration-certi- 
fied pilots.  Each 
plane  in  the  fieet 
is  outfitted  with 
sophisticated  radai" 
and  collision  avoid- 
ance systems.  "We 
wanted  to  make 
business  jets  more 
accessible,"  says 
Robert  D.  Gilles- 
pie, president  of 
Business  JetSolu- 
tions. And  through 
FlexJet,  an  owner 
avoids  the  cost 
and  headache  of 
establishing  a  corporate  flight 
department,  with  its  own 
maintenance  staff  and  pilots. 
Such  considerations  often  stop 
smaller  businesses  from  buy- 
ing aii'craft.  There  are  tax  ad- 
vantages, too.  Owners  have 
an  undivided  interest  in  theii- 


airplanes,  allowing  then f 
take  a  depreciation  expeii:. 

Of  course,  with  purcliv 
prices  between  $700,000  i. 
$4.7  million,  hefty  montf 
fees  of  at  least  $7,500,  i 
hourly  charges  as  hiu  ! 
$2,000,  the  FlexJet  j 
gTam  isn't  for  ever,\  i 
For  instance,  owi 
ship  shares  expir( 
ter  five  years, 
companies  that  use 
craft  more  than 
hours  a  year  may  ii 
sole  ownership  of  a  n 
aircraft  more  econonii 
Chartering  a  plane  th;i 
owned  and  managed  > 
someone  else,  or  sta)  i 
a  flight  department.  : 
may  be  cheaper 
_  wliile    100%  aiiri 
>s   owners  who  are  tl\. 
privately  are  exen  1 1  ■ 
from  tlie  10%  fed., 
exise  tax,  tax  treat  in 
of  fractional  owners  i 
murky  ai-ea  currently  im 
litigation. 

NO-FRILLS.  For  busim  - 
that  would  rather  not  li 
with  a  manufacturer  oi- 
longer-term  ownership 
other  option  is  a  nine-yi, 
old  progi'am  called  Nel  l 
offered  by  Executive  Jet  . 
ation  based  in  Mont  vale,  > 
With  Executive  Jet,  busiin- 
es  do  not  buy  the  plane- 
rectly  fi'om  the  manufact  H 
instead,  eja  buys  new  i>la 
and  resells  shares  to  li 
tional  ownei-s.  But  e.ta  i  I 
not  have  direct  partnei-sli 
as  JetSolutions  does,  wii 
network  of  fixed-base  opt 
tors  who  provide  plusli  vt 
ference  rooms,  compuu 
and  fax  machines  right  at 
ports  for  business  travch 
Adds  Gilbert  T.  Wolin,  an 
ation  management  consuli 
based  in  Lafayette,  (  ^ 
"Sometimes  it's  more  cii>t 
fective  to  buy  a  used  aiin 
and  have  it  maintained  1)  - 
locally  based  operator." 

Whether  they  own 
lease,  a  gi-owing  numlicr 
executives  these  days  beln  i 
that  having  their  >> 
plane — rather  than  boni^ 
flights  aboard  commercial  . 
lines — is  really  the  best  Hi 
plan.       Christina  Del  \  < 
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E7  lG  Electronics 


GoldStar 

The  future  is  making  sense 

e'll  see  richer  colours.  She'll  see  sharper  clearer  pictures.  She'll  even  see  the  person  she's 
king  to  on  the  telephone.  Our  commitment  to  the  future  will  see  to  that. 


vanced  Audio/Visual  Equipment  '  Home  Appliances  'Computers  '  Office  Automation  'Multimedia 


COLUMBIA 
HOOL 


i  1 

Co 

■5  B.  ! 

If  1 

Getting  people  to  pull  together  is  an  art. 

You  face  a  never-ending  process:  to  keep  Call  today,  for  our  complete  catalog  of 

yovir  business  teams  pulling  together,  and  open-enrollment  courses  or  for  informa- 

to  see  that  their  strategies  will  win.  tion  on  custom  courses. 

To  meet  that  challenge  with  new  ideas  'Sept.  lo-  15  Marketing Manafiement 

and  fresh  enthusiasm,  remember  another  Sept.  1 7  -  22  Human  Resource  Management 

never-ending  process:  executive  education.  Sept  U  -22  ( leneral  Manaiiemeiit  \\'( )rk,sli( ip 

At  Columbia  Executive  Programs,  you'll  *  '^'^  ' "  - '  < Columbia  Senior  Exeeutixe  I'n^iun 

step  away  from  daily  demands  for  a  week  <  >ft.  3>  -  Nov.  3  Financial  .Manasicnicnt 

or  more,  to  a  mountaintop  mansion  out-  ( )ct.  2')  -  Nov.  3  Lcadini;  iS:  ManaiLiini>  People 

side  New  York  City.  And  come  back  Nov.  5  -  lo  Marketin-i  .Mana.s'cment 

with  new  knowledge,  new  perspectives  N( >y.  2h  - 1 )ec.  1  Market  Analysis  for  a 

ind  your  own  action  plan.  Competitive  Advantasic 

As  a  division  of  Columbia  University,  we  '     ^  "  '"^  Buikiinji  cS:  Mana-iiny  Brand  K quitv 

have  an  unsurpassed  faculty.  Professors  I -  ^  f^fl<-'f<  Manaiiement 

with  the  highest  credentials  anci  real-  Dec.  10-15  Marketing  Manaiienient 

world  expertise,  from  all  over  the  globe.  or\rv  /- r^vr^/n  -tit 

Your  peers  will  also  be  highly  interna-  1-800-6  >'2-LAbC  CXt.  743 

Honal,  a  stimulating  collection  of  business  Outside  U.S.  1  -212-854-3395  e.xt.  74.\ 
leaders  from  around  the  world.  Fax  1-212-316-1473 

COLUMBIA  EXfCUTTVH  PROGMMS 


;t)usiness  Week  Index 


;ODUCTION  AND  LEADING  INDEXES 


;hange  from  last  week:  -0  1%  u.ci;xe  from  last  week:  0.0% 

Zhange  from  last  year:  5.2%  Chdn^e  from  last  year:  8. 1% 


_.  ■  .  ■  ■  .  ■  1  •  .  .  ■  ■ —  ?30 

Aug.  Dec  Apr  Aug. 

1994  1994  1995  1995 

ndexes  are  4-week  moving  averages 

production  index  v»as  little  ctianged  in  tfie  week  ended  Aug.  19.  Before 
;ulation  of  tfie  four-wieek  moving  average,  tfie  index  rose  to  124.5,  from 
i.8.  Increases  in  the  seasonally  adjusted  output  of  electric  pov^er,  trucks, 
iber,  and  rail-freight  traffic  offset  declines  m  auto  and  steel  production. 

leading  index  was  nearly  unchanged  in  the  latest  week.  The  unaveraged 
ex  fell  slightly,  to  261.5  from  261.5.  All  of  the  major  components  moved 
e  in  the  week. 

ifoduction  index  copyright  1995  by  Tile  McGraw-Hill  Companies     BW  leading  index  copyright  1995  by  CIBCR 


:ADING  INDICATORS 

DCK  PRICES  (8/25)  ss<p  500 

LATEST 
WEEK 

558.47 

WEEK 
AGO 

559.31 

YEARLY 
%  CHG 

19.4 

RPORATE  BOND  YIELD.  Aaa  (8/25) 

7.60% 

7.64% 

-6.5 

lUSTRIAL  MATERIALS  PRICES  (8/25) 

114.9 

113.8 

NA* 

SINESS  FAILURES  (8/18) 

NA 

NA 

NA 

HL  ESTATE  LOANS  (8/16)  billions 

$493.5 

$492. 8r 

11.9 

MEY  SUPPLY,  M2  (8/14)  b  ihons 

$3,699.3  $3,695.9r 

3.4 

TIAL  CLAIMS,  UNEMPLOYMENT  (8/12)  thous  338 

332 

4.0 

jrces:  Center  foi  International  Business  Cycle  Research  (CIBCR),  StandartJ  & 
r's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
arge  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ness  failures  and  real  estate  loans,  'Historical  data  available  from  CIBCR 

f  BREST  RATES 

9ERAL  FUNDS  (8/29) 

LATEST 
WEEK 

5.48% 

WEEK 
AGO 

5.68% 

YEAR 
AGO 

4.72% 

MMERCIAL  PAPER  (8/29)  3  month 

5.80 

5.83 

4.90 

RTIFICATES  OF  DEPOSIT  (8/30)  3  month 

5.76 

5.78 

4.88 

lED  MORTGAGE  (8/25)  30-year 

8.10 

8.20 

8.70 

JUSTABLE  MORTGAGE  (8/25)  one  year 

5.92 

6.05 

5.61 

IME  (8/30) 

8.75 

8.75 

7.75 

jrces:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 

PRODUCTION  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (8/26)  thous.  of  net  tons 

1,904 

1,873# 

2.9 

AUTOS  (8/26)  units 

113,525 

97,391r# 

-1.9 

TRUCKS  (8/26)  units 

113,587 

109,374r# 

-1.7 

ELECTRIC  POWER  (8/26)  millions  of  kilowatt-hrs 

73,896 

79,332# 

9.9 

CRUDE-OIL  REFINING  (8/26)  thous.  of  bbl./day 

14,183 

14,157# 

-1.6 

COAL  (8/19)  thous.  of  net  tons 

19,873# 

19,853 

-2.8 

PAPERBOARD  (8/19)  thous.  of  tons 

883. 2# 

892. 8r 

0.5 

PAPER  (8/19)  thous.  of  tons 

835. 0# 

849. Or 

-1.6 

LUMBER  (8/19)  millions  of  ft. 

452. 1# 

438.7 

-4.4 

RAIL  FREIGHT  (8/19)  billions  of  ton-miles 

24. 4# 

24.2 

2.1 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute.  American  Petroleum  Institute,  Energy  Dept  ,  American  Forest  &  Paper 
Association,  WWPA',  SFPA',  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (8/30)  $/troy  oz. 

381.650 

382.750 

-0.8 

STEEL  SCRAP  (8/29)  #1  heavy,  $/ton 

146.50 

146.50 

8.9 

COPPER  (8/25)  (Z/lb. 

142.5 

143.4 

25.8 

ALUMINUM  (8/25)  t/\b. 

88.0 

88.8 

22.2 

COTTON  (8/25)  strict  low  middling  1-1/16  in.,  e/lb.  89.77 

84.99 

27.8 

OIL  (8/29)  $/bbl. 

17.92 

18.54 

2.1 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYtVlEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (8/30) 

98.80 

96,36 

99.80 

GERMAN  MARK  (8/30) 

1.48 

1.48 

1.58 

BRITISH  POUND  (8/30) 

1.54 

1.54 

1.55 

FRENCH  FRANC  (s/30) 

5.07 

5.07 

5.39 

ITALIAN  LIRA  (8/30) 

1626.4 

1617.5  1581.3 

CANADIAN  DOLLAR  (8/30) 

1.34 

1.36 

1.37 

MEXICAN  PESO  (8/30) 

6.298 

6.270 

3.384 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S.  dollar, 
except-  tor  Bntisti  pound  in  dollars 


iw  data  in  ttie  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  connponents  (estimated  and  not  listed)  include  machinery  and  defense 
ipment,   l=Western  Wood  Products  Assn.       2-Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


ICLE  SALES 

Inesday,  Sept.  6>-  Sales  of  domestical- 
lade  cars  and  light  trucks  probably 
d  at  an  annual  rate  of  12.3  million  in 
ust,  according  to  the  median  forecast  of 
lomists  surveyed  by  mms  International, 
of  the  McGraw-Hill  Cos.  Although  some 
I  makers  will  disclose  their  sales  earlier, 
data  for  total  sales  will  have  to  wait 
I  others,  including  Ford  Motor  Co., 
irt  on  Sept.  6.  The  expected  August 
s  pace  would  be  a  rebound  after  the 
's  steady  decline  in  vehicle  purchases, 
uly,  sales  fell  a  steep  6.3%,  to  a  pace 
JSt  11.9  million,  even  though  many  car- 
ers offered  rebates  and  other  incen- 
5.  The  sales  downtrend  lifted  auto 


inventories  and  caused  a  drop  in  produc- 
tion, which  has  accounted  for  two-thirds  of 
the  drop  in  factory  output  since  March. 

UNEMPLOYMENT  CLAIMS 

Thursday,  Sept.  7,  8:30  a.m.  ►  New  filings 
for  state  unemployment  benefits  during  the 
week  ended  Sept.  2  will  probably  fall  to 
about  310,000.  Claims  had  picked  up  in 
July,  going  above  400,000  in  the  second 
week.  The  rise  partly  reflected  auto-plant 
shutdowns,  which  pushed  up  filings  in  that 
month.  But  jobless  claims  have  fallen  back 
since  then,  with  only  348,000  in  the  week 
ended  Aug.  19.  Still,  claims  remain  at  a 
high  level,  given  the  tightness  of  the  labor 
markets. 


INSTALLMENT  CREDIT 

Friday,  Sept.  8,  4  p.m.  ►  The  mms  survey 
forecasts  that  consumers  probably  took  on 
$9.5  billion  more  in  installment  debt  in  July 
than  they  paid  off.  That  would  not  be  much 
different  from  the  $9,5  billion  added  in 
June,  but  the  increases  in  both  months  are 
much  slower  than  the  $13.1  billion  aver- 
aged in  the  three  months  ended  in  May.  The 
July  slowdown  is  suggested  by  the  0.1% 
drop  in  retail  sales  overall  and  the  weakness 
in  car  purchases  in  particular.  The  recent 
surge  in  borrowing  has  lifted  the  ratio  of 
installment  debt  to  disposable  income  to 
18.5%  in  June,  near  the  record  peak  of  the 
late  1980s.  Revolving  debt,  which  includes 
credit  cards,  is  leading  the  runup. 
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This 

Week, 
Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


Sunday  * 

Investing  in  emerging  nidikets, 
where  rewards  and  risks  can 
both  be  high:  Talk  with  BW's 
William  Glasgall.  Sept.  3 
9  p.m.  EDT  in  the  Globe 

Monday 

A  very  special  Labor  Day  with 
Labor  Secretary  Robert  Reich, 
in  a  dialogue  with  the  Ameri- 
can worker,  Sept.  4 
8  p.m.  EDT  in  AOL  Live 

Wednesday 

is  the  U.S.  economy  heading 
for  recession?  Talk  with  fore- 
caster David  Levy  and  BW's 
William  Wolman.  Sept.  6 

8  p.m.  EOT  in  the  Globe 

Thursday 

Designing  for  the  interactive 
world:  Chipp  Walters  of  award- 
winning  Human  Code  joins 
BW's  design  maven  Bruce 
Nussbaum.  Sept.  7 

9  p.m.  EDT  in  the  Coliseum 

Transcripts  of  all  conferences 
are  available  lor  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event 


^  r  1 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 

A  M  E  R>I^C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


OPA 


ABC(CCB)  114 

Advanced  Micro  Devices  (AMD)  99 

Afin  Securities  68 

All  China  58 

Al-Hikma  62 

Alali  Capital  99 

Alex  Brown  S  Sons  93 

Alliance  Capital  Management  (AC)  68 

Allstate  (ALL)  82 

Amend  Group  132 

American  Airlines  (AMR)  132 

American  Express  (AXP)  93 

Amencan  International  Group  (AIG)  58 

Ameritectt  (AIT)  63 

Amgen  (AMGN)  44 

Amt Combs  132 

Amtrak  6 

Amway  46 

Andersen  Consulting  63 
Answer  Systems  94 
Apple  (AAPL)  34 
ArQule  8 

Arvin  Industries  (ARV)  10,112 

AsgrowSeed  68 

AST  Research  (ASTA)  50 

AT&T(D  36,68.82,132 

Atlanta  Braves  114 

Au  Bon  Pain  (ABPCA)  47 

B 


Bam  Capital  47 

Banc  One (ONE)  36 

Bankers  Tnist  (BT)  68 

Bank  of  Australia  32 

Bank ol Japan  56 

Bank  of  New  York  36 

Banng  Securities  68 

Barnes  &  Noble  42 

Bell  Atlantic  (BEL)  34, 82 

Ben  Franklin  Retail  Stores  50 

Biogen(BGEN)  44 

Bloomingdale's  84 

BMC  Software  94 

Bombardier  (BBD  B)  132 

Bombardier  Business  let  Solutions  132 

Boston  Consulting  Group  47 

Boston  Red  Sox  114 

Boston  Scientific  (BSX)  50 

Brandes  Investment  Partners  78 

British  Telecom  80 

Brookehill  Equities  80 

Buyers' Agent  130 

Buyers'  Resource  130 


Calvin  Klein  6 
Canon  (CANNY)  34 
Capital  Cities/ABC  (CCBI  10,40 
Carburos  Metalicos  99 
CarnaudMetalbox  34 
Castle  Rock  Entertainment  40 
CBS (CBS)  10 

Central  Hudson  Gas  S  Electric  104 
Cephalon  (CEPH)  44 
Cetek  104 

Charles  Schwab  (SCH)  36 

Chase  Manhattan  (CMB)  6. 26. 36, 38 

Chemical  Banking  (CHL)  6,26,36,38 

Chinoin  68 

Chiron  (CHIR)  44 

Chrysler  (C)  64 

Cirrus  Logic  (CRUS)  104 

Citibank  (CCD  26 

Citicorp  (CCD  36 

Cleveland  Indians  114 

Colorado  Rockies  114 

Companhia  Vale  do  Rio  Doce 

(CVROY)  68 
Compaq  (CPQ)  8 
CompUSA  (CPU)  50 
CompuServe  6 

Computer  Associates  Int'l  (CA)  94 
Computer  City  50 
Conference  Board  31 


Conklin  Instrument  104 

Conrail  (CRR)  6, 34 

Coi  Therapeutics  (CORR)  44 

Cosmo  Credit  56 

Creative  Technology  (CREAF)  93 

Crown  Cork  S  Seal  (CCK)  34 

CS  First  Boston  36,58 

Cub  Foods  63 

Cummins  Engine  (CUM)  10. 112 
Cypress  Semiconductor  (CY)  8 
Cyrix  (CYRX)  99 


Dayton  Hudson  (OH)  84 
Dell  Computer  (DELLI  22 
Deloitte  8.  Touche  36 
Desc  68 
DGNeary  130 
Diamond  Multimedia  93 
Digital  Equipment  (DEC)  10 
Donaldson  Lufkin  S  Jenrette  50 
DowChemicai(DOW)  80 
DRWcGraw-Hill  (MHP)  60 
DuPont(DD)  100 
Duquette  Limousine  104 
Dura  Pharmaceuticals  100 


Eco  Waste  Technologies  100 
Egghead  Software  (EGGS)  50 
Eko  Medics  99 
Elliott  Bay  Book  42 
Empresas  La  Moderna  (ELM)  6 
Enron  (ENE)  68 
Equitable  (EQ)  50 
ExMachina  22 
Executive  Jet  Aviation  132 
Exxon  (XON)  68 


FED  104 

Fiat(FIA)  60 

Fidelity  Select  Biotechnology  Fund 

(FBIOX)  44 
First  Chicago  (FNB)  36, 38 
First  Fidelity  Bancorp  (FEB)  38 
First  Union  (FTU)  38 
Florida  Marlins  114 
Ford(F)  58.64,80.134 
Foreign  &  Colonial  Emerging 

Markets  68 

Foster  Wheeler  Development  (FWC)  100 
Fox  Broadcasting  (NWS)  41 
Franklin  Templeton  68 
Fu|i  Research  56 
Furman  Selz  94 


Gartner  Group  94 

Gencntech  (GNE)  128 

General  Electric  (GE)  8,10,40,80,99 

General  Motors  (GM)  60, 104. 112 

Genzyme  (GENZ)  44 

Gerald  Klauer  Mattison  84 

Glaxo  (GU)  44 

Global  Privatization  Fund  (GPF)  68 
Grodsky  Associates  84 
GiupoCarso  68 
GTT(GTE)  82 
Guess  Jeans  6 

H 


HAG  100 
Haggar  48 

HarperCollins  (NWS)  42 
HarperPerennial  130 
HBO  (HBOC)  40, 4! 
Heart  Technology  (HRTD  50 
Hughes  Environmental  Systems  100 
Huntsman  100 

Hutchinson  Technology  (HTCH)  112 


IBM  (IBM)  34,50.8 
ICI  99 
InfoSeek  22 


Integra  Financial  38 
Intel  (imC)  99 

Invesco  Strategic  Financial  Services 
Fund  (FSFSX)  38 


JaymarRuby  84 
Jewel/Osco(AHP)  63 
Josepnthal  Lyon  &  Ross  41 
J  P  Morgan  (JPM)  36 

K 


KFC(PEP)  46 
Kidder Peabody  10 
Kimberley-Clark  34 
Kissinger  Associates  68 
Kmart  (KM)  46 


Laerdal  Medical  104 
Lehman  Brothers  (LEH)  34 
Liggett  50 
L  L  Knickerbocker  50 
Loan  Pricing  36 
Lockheed  Martin  (ML)  50 
Lreus  Computing  94 
LordAbbett  80 
L'Oreal  50 

Los  Angeles  Dodgers  114 
Lotus  Development  (LOTS)  8 
Lukoil  68 
Lycos  22 

M 


Macy  (R.H )  84 

Map  League  Baseball  114 

Martin  68 

Martin  Color-Fi  (MRCFI  48 
Martin  Marietta  Energy  Systems 
(ML)  100 
Maxus  Energy  78 
McDonald's  (MCD)  46.104 
McGraw^Hill  (MHP)  135 
MCKMCIC)  80 
McKinsey  34 

Medco  Containment  Services  34 
Mercedes  Benz  (DAI)  64, 112 
Merck  (MRK)  34.47 
Merrill  Lynch  (MER)  34,40.78 
MFS  Communications  (MFST)  82 
Microsoft  (MSFT)  6, 26, 63, 93.  99 
Micrus  104 

Mike's  Lawn  Mower  104 
Mitsubishi  64 

MMS  International  (MHP)  135 
Modell  Development  100 
Montgomery  Emerging  Markets  Fund 
Montgomery  Securities  84 
Motorola  (MOT)  10,94 


National  City  (NCC)  38 

NBC(GE)  40, 114 

NBD  Bancorp  (NBD)  36,38 

Netcom  Online  Communication  22 

New  Elscint  Technologies  8 

New  Line  Cinema  40 

New  Valley  (NVLY)  50 

News  (NWS)  40,  80 

NHP  88 

Nike(NKE)  84 

Nissan  60 

Norfolk  Southern  (NSC)  34 
Nonwich  Union  Insurance  8 
NutraSweet  (IvrrC)  100 
Nvidia  93 

NW  Transport  Sen/ice  114 
Nynex(NYN)  34 


Oppenheimer  44 

Oracle  Systems  (ORCl)  34 


Pacific  Telesis  (PAC)  82 

PaineWebber(PWJ)  10 

Paramount  Communications  40, 41 

Paiibas  60 

Peapod  63 

Pennies  68 

Pepkor  (PKRLY)  68 

Perez  Companc  (CNPZY)  68 

Peugeot  60 

Pharmacia  34,80 

Phasex  100 


Philadelphia  Coca-Cola  Bottling 
Plahnum  Technology  (PLAT)  94 
Pleasure  Swell  84 
PriceCostco  (PCCW)  42 
Procter  &  Gamble  (PG)  46, 63, 1 
Protein  Design  Labs  (PDLI)  44 
Providence  Joumal  63 


Ralph  Lauren  6 
Rand  18 

Random  House  42 
Recapitalization  Aavisors  88 
Reebok (RBK)  84 
Renault  60 
Revlon  10 
RJR  Nabisco  (RN)  50 
Roberts  Capital  Martiets  68 
Robertson  Stephens  93,94 


Safeway  (SWY)  63 
Salvani  Investments  80 
Samsung  68 
San  Francisco  49ers  50 
San  Francisco  Giants  50 
Schroder  Capital  Management  6 
Scott  Paper  (SPP)  34 
Seagram  (VO)  40 
Securities  Data  38 
Sequana  44 

Sevin  Rosen  Management  I 
Shoppers  Express  63 
Siderca  68 

Siena  On-line  (SIER)  50 
Silicon  Graphics  (SGI)  8 
Silver  King  Communications  (SKI 
SMH  64 

Sony(SNE)  34,64,112 
South  African  Breweries  (SBWRY) 
Spnnt(FON)  130 
Stalwart  8 
Stratasys  (SSYS)  80 
Sun  Microsystems  (SUNW)  92 


Tecnologie  Medicali  8 
Tele-Communications  (TCOM)  ' 
Telebras  (TBRAY)  68 
Telesp  68 

Telefonos  de  Mexico  (TIVIX)  68 
Texas  Rangers  114 
3Dfx  Interactive  93 
Ticketman  114 
Time  Warner  (TWX)  40,41,82 
Towers  Periin  36 
Toyota  aOYOY)  112 
Tribune  aRB)  63 
TnnzicaRNZ)  94 
Turner  Broadcasting  System  (TBS 


UBS  Securities  36, 38,  56 
Unibanco  -68 

Union  Bank  of  Switzerland  68 
Union  Carbide  (UK)  80 
Uniroyal  112 
United  Parcel  Service  112 
Up)Ohn(UPJ)  34,80,128 
USX(X)  82,104,112 


Vertigo  Books  42 
Volkswagen  60 

W 


Wal-Mart  (WMT)  50,63,104 
Wall  Disney  (DIS)  10,40,82 
Wang  Laboratones  (WANG)  18 
Warner  Bros  40 
WebCrawler  22 
Wellington  Management  36 
WellmanfWLM)  48 
Western  Union  50 
Westinghouse  (WX)  10 
Weyerhaeuser  (WY)  112 
Williamson-Dickie  Manufacturing 
Wolverine  Worid  Wide  (WWW)  84 


Yahoo  22 
Yankee  Group  1 
YPF(YPF)  78 
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ivestment  Figures  of  the  Week 


HENTARY 

3  week!  First,  Microsoft  Corp. 
j  shes  Windows  95.  Then,  ttie 
]  iliion  Chase  Manhattan  Corp. 
hemical  Banking  Corp.  merger 
the  banking  world.  And  then 
Varner  Inc.  jumps  into  the 
:rs  and  acquisitions  fray  with 
billion  offer  for  Turner  Broad- 
ig  System  Inc.  The  stock  mar- 
ded  the  week  up  24  points,  at 
j  5.  Bond  traders  were  kept  on 
I  :Qes  as  slowing  durable  goods 
1  ;  and  sagging  retail  sales 
I  ened  inflation  fears,  sending 
!  ;ld  on  the  30-year  Treasury 
from  6.91%  to  6.69%. 


Aug.  24-30 


BONDS 

Aug.  Feb. 


'  560.92 


1-week  change 

+0.7% 


Aug. 24-30 


THE  DOLLAR 

Aug. 


-  |-r  1508.34 


1-week  change 

+  2,2% 


Aug.  23-30 


1-week  change 

•4  0.1% 


1 


KET  ANALYSIS 


%  change 


STOCKS 

Latest 

Week 

52-week 

lONES  INDUSTRIALS 

4604.6 

0.4 

17.7 

ZE  COMPANIES  (S&P  MIdCap  Index) 

209.7 

-OA 

17.5 

L  COMPANIES  (Russell  2000) 

303.3 

-0.4 

17.9 

OMPANIES  (Russell  3000) 

323.3 

0.5 

18.3 

%  change  (local  currency) 

iIGN  STOCKS 

Latest 

Week 

52-week 

ON  (FINANCIAL  TIMES  100) 

3504.0 

-0.3 

7.8 

)  (NIKKEI  INDEX) 

17,983.9 

1.4 

-12.8 

NTO  (TSE  COMPOSITE) 

4531.2 

-1.7 

4.2 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-OAY  TREASURY  BILL  YIELD 

5.44% 

5.59% 

4.66% 

30-YEAR  TREASURY  BOND  YIELD 

6.69% 

6.91  % 

7.45% 

S&P  500  DIVIDEND  YIELD 

2.40% 

2.42% 

2.67% 

S&P  500  PRICE/EARNINGS  RATIO 

16.2 

16.0 

18.9 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

506.7 

504.3 

Positive 

Stocks  above  200-day  moving  average 

74.0% 

74.0  %r 

Negative 

Speculative  sentiment:  Put/call  ratio 

0.61 

0.56  r 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.39 

2.31 

Neutral 

BLOOMBERG  FINANCIAL  MARKETS 

%  change 

Strongest  stock  in  group 

l-month 

12-month 

Price 

CAPITAL  CITIES/ABC 

20.0 

38.6 

115^4 

GENERAL  RE 

12.0 

33.3 

149% 

CIGNA 

14.8 

39.2 

94'4 

CHEMICAL  BANKING 

14.2 

50.3 

59% 

CONSOLIDATED  FREIGHTWAYS 

11.0 

12.8 

26V2 

DUSTRY  GROUPS^ 


MONTH  LEADERS 


%  change 
1-month  12-nionth 


!GADCASTING 

IpPERTY-CASUALTY  INSURER^^^ 
IIJKINE  INSURERS 

UCK[NG  

MONTH  LAGGARDS 


_9._1_ 
8.8 
_6._8_ 
_6._4_ 
6.3 


23. 2_ 
_2_6._0_ 
28.7 
30.2 
-10.7 


%  change 
1-month  12-month 


Weakest  stock  in  group 


%  change 
1-nionth  12-month 


'ECIALTY  APPAREL  RETAILERS 
ILLUTIQN  CONTROL 
lUG  CHAINS 

??i??Npypjo'Rs  ~. 

'ECIALTY  RETAILERS 


-8._7_ 
-7._5_ 
-6.9_ 
-6.9_ 
-6.8 


__q.i_ 

_2_6._5_ 
_6_8._2_ 
-7.1 


GAP 


BROWNING-FERRIS  INDUSTRIES 

WALGREEN 
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Editorials 

BIGGER,  SURE.  BETTER?  WELL . . . 

Xs  bigger  good  or  bad?  That's  the  question  on  the  minds  of 
ia  host  of  people  in  America  these  days,  from  media  moguls 
and  banking  CEOs  to  pohticians,  foreign  competitors,  and  av- 
erage citizens  wondering  about  jobs,  delivery  of  services, 
and  pr'ices  (page  34).  Like  it  or  not,  corporate  bigness  is 
destined  to  become  one  of  the  hottest  public-policy  ques- 
tions in  the  years  ahead.  A  new  wave  of  mergers  and  acqui- 
sitions is  generating  the  kind  of  mass  and  concentration  un- 
seen on  the  economic  front  since  the  late  19th  century. 

The  gi'eat  ii"ony  is  that  much  of  this  race  to  bigness  is  be- 
ing propelled  by  the  same  information  technology  that  futur- 
ist Alvin  Toffler  and  other  techno-libertarians  predicted  would 
lead  to  smallness — empowering  individuals  and  entrepren- 
eurs to  work  independently  on  the  Internet  with  speed  and 
flexibility  unmatched  by  Big  Business.  Big  is  supposed  to 
be  dead. 

Forget  it.  Corporate  America  is  discovering  what  the  mil- 
itary has  known  for  at  least  a  decade:  that  information  tech- 
nology allows  for  much  more  effective  command  and  control  of 
size  and  complexity.  And  most  big  companies  that  want  to  get 
bigger  have  the  gi-een  light:  Washington  will  pennit  it,  and 
Wall  Street  will  finance  it. 

So  industiy  after  industiy  is  finding  bigness  a  solution  to  its 
pi'oblems.  Banks  look  to  mergers  foi"  cost-saving.  Media  com- 

panies  ti-y  to  lock' in  distribution  and  product.  Retailers 
striving  for  economies  of  scale.  Transportation,  utilities,  t( 
com,  consumer  goods,  phainiaceuticals,  and  software  are 
moving  to  consolidate,  concentrate,  and  gi'ow  bigger. 

But  the  fact  that  bigness  is  seen  as  the  salvation  foi'  ev 
business  problem  makes  the  cun-ent  merger  wave  susp( 
The  monopoly  wave  of  the  turn  of  the  century,  the  oligop 
wave  of  the  1920s,  the  conglomerate  wave  of  the  1960s,  ; 
the  debt-fueled  wave  of  the  1980s  all  ended  in  a  burst  of 
cess  and  the  dashed  dreams  of  many  an  empire  builder. 

The  markets,  good  trustbusters  by  and  large,  will  det 
mine  whether  bigness  has  once  more  gone  too  far.  It  may 
that  in  the  new  global  marketplace,  the  need  for  size  ' 
gi'OWTi  significantly.  For  new  bigger  companies,  much  \ 
depend  on  whether  managers  can  work  the  information  fl 
within  behemoth  coi'porations.  But  markets  must  remain  f 
to  act.  They  vrill  give  the  only  reUable  signals  of  whether 
new  infoimation  technology  and  globalization  mean  that  U 
companies  must  get  ever  bigger  to  succeed. 

This  is  the  question  that  politicians  also  ponder.  Alreadi 
chonis  of  complaint  against  Big  Business  can  be  heard  on 
sidelines  fi'om  both  consei-vatives  and  Uberals  who  blame  it 
exporting  jobs  and  keeping  wages  stagnant.  Bigness  is  a 
issue,  once  again. 

EMERGING  MARKETS  CAN  BE  A  SNAKE  PIT 

1  1  ack  in  1993,  they  were  called  "emerging"  markets.  Fol- 
J3  losing  the  Mexican  meltdowTi  in  late  1994,  they  became 
"submerging"  markets.  Now,  the  stock  and  bond  markets  of 
Latin  America  and  Asia  are  once  again  being  heralded — this 
time  as  "reemerging"  markets.  Let's  hope  they  get  it  right 
this  time. 

For  the  sake  of  widows  and  oi-phans  and  the  rest  of  us  who 
find  pension  fund  managers  investing  our  retirement  money  in 
what  used  to  be  called  the  Third  World,  a  little  sanity  and 
savvy  is  in  order.  Blindly  throwing  cash  at  emerging  markets 
in  an  effoil  to  chase  liigher  rates  of  return  was  a  costly 
mistake.  Fiduciary  responsibility,  if  not  simple  common  sense, 
requires  a  more  level-headed  approach. 

Take  the  notion  of  risk.  During  the  last  round  of  overseas 
investment,  there  wasn't  much  awareness  of  it.  Carried  away 
by  the  globalization  of  the  market  economy  and  high  gi-owlh 
rates,  money  managers  socked  nearly  $100  billion  into  Mexi- 
co, China,  Taiwan,  Argentina,  Chile,  etc.,  over  three  years. 
With  deregulation,  privatization,  and  foreign  investment,  the 
economic  opportunities  in  these  countries  appeared  endless. 

Then  reality  struck.  Politics,  ignored  by  the  money  manag- 
ers, overwhelmed  economic  considerations  in  Mexico,  as  an 
election  led  to  financial  manipulation.  Mexican  capital  began  to 
flee,  followed  by  U.S.  and  other  foreign  "hot"  money.  The 

peso  collapsed,  cratering  stock  markets  around  the  emergii 
market  world.  These  markets  are  now  on  the  rebound,  1 
they  have  yet  to  fully  recover  (page  68). 

It  certainly  makes  sense  to  invest  in  the  3  billion  n 
customers  entering  the  global  economy.  Growth  rates  \ 
be  higher  than  in  the  more  matm'e  economies  of  the  West 
decades  to  come.  Some  of  the  best  prospects  for  healt 
earnings  are  in  emerging  markets. 

But  the  risk/reward  I'atio  remains  higher  in  Latin  Amei 
and  Asia,  and  money  managers  should  recognize  this  c( 
hard  fact.  Taiwan's  economy  is  booming,  but  its  stock  marl 
is  off  40%  this  year.  China  is  so  angry  at  Taipei's  moves 
ward  greater  independence  that  it  is  testing  missiles  ji 
100  miles  offshore.  The  military  is  challenging  the  civilian  g 
ernment  in  Chile,  Argentina's  Finance  Minister  is  talk! 
darkly  of  corrupt  "mafias,"  and  a  religious  partly  recen 
canceled  a  key  energy  deal  with  a  U.  S.  company  in  India 

Money  managers  taking  a  second  shot  at  higher  retm-ns 
emerging  markets  would  be  wise  to  hire  a  few  political  r 
analysts,  a  couple  of  area  specialists,  and  even  one  or  two  p 
pie  who  know  something  about  military  affairs.  Politi 
stability  is  as  impoitant  as  economic  opportunity  when  inve 
ing  in  societies  striving  to  make  the  difficult  transition  to  c; 
italism  and  democracy.  Grovrth  is  not  enough. 
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ODDS  ARE  AGAINST 
THIS  LOnERY 

THE    PLANNED  NATIONAL 

Indian  Lottery  is  having 
trouble  going  national.  Min- 
nesota Attorney  General  Hu- 
bert Humphrey  III  has  told 
AT&T,  MCI,  and  Sprint  they 
may  not  offer  this  phone-in 
lottery  in  his  state.  All  three 
say  they  will  comply.  Sever- 
al other  states  intend  to  fol- 
low his  example.  In  Con- 
gress, Representative 
Robert  Torricelli  (D-N.  J.)  is 
out  to  thwart  the  enterprise, 
questioning  the  legality  of 


transmitting  gambling  infor- 
mation interstate. 

The  weekly  lottery  aims 
to  start  in  I)e- 
cember,  using  ^ 
a  24-hour 
800  numbei', 
where  play- 
ers may 
charge  bets 
of  at  least 
$5.  Idaho's 
Coeur  d'A- 
lene  Indians, 
who  unveiled  the 
plan  in  March,  want  to 
operate  in  Washington,  D.  C. 
and  the  36  states  that  have 
theii'  owTi  lotteiies.  Estimated 
weekly  jackpot:  $20  million. 


TALK  SHOW  'ilf  he  were  to  decide  to  run  in  November,  tm 
would  clearly  make  it  less  likely  I  would  run." 

— House  Speaker  Neu't  Gingrich,  on  a  Colin  Powell 
Presidential  bid 


"With  rollovers,  the  jackpot 
will  grow  exponentially,"  says 
David  Matheson,  who  man- 
ages his  tribe's  gaming  oper- 
ations— bingo  and  video-gam- 
bling machines. 

Humjihrey  says  he 
fears  kids  will  stall 
gambling  in  their 
living  rooms. 
Wisconsin  At- 
torney Gen- 
eral James 
Doyle  has 
— ^  a  more 
A  bottom-line 
J  qualm:  The 
Indian  lottery 
might  eat  into  the  state's  own 
lottery,  which  has  garnered 
$2.9  billion  since  its  debut  in 
1988.      Christina  Del  Valle 


WHEELER-DEALERS 


10RENZOAT12  0dOGKHIGH!' 


FRANK   LORENZO  S  L.ATEST 

airline  foray  is  nmning  into 
ack-ack  from  the  feds.  The 
Transportation  Dept.  wants 
to  meet  with  tiny  Nations 
Air  Express  of  Smyrna,  Ga., 
and  Lorenzo  to  talk 
over  liis  involvement  with  the 
au'  canier.  The 
department 
says  that  Na- 
tions Air  docu- 
ments detail  a 
series  of  pos- 
sible transac- 
tions between 
the  airline  and 
Lorenzo's  com- 
panies. 

"There's  al- 
ready been 
some  loans  and 
some  management  expertise 
provided"  dating  back  to  ear- 
ly this  summer,  says  a  Tr-ans- 
portation  official,  who  de- 
clined to  reveal  the  size  of 
the  loans.  The  documents  in- 
dicate Lorenzo's  companies 
contemplate  gaining  an  own- 
ersliip  stake,  the  official  says. 

Ti'ansportation  wonies  that 
Lorenzo,  who  could  not  be 
reached  for  comment,  may  al- 
ready be  exercising  some 


i 


XAK  BAIT:  The 

vrony  .sf  nfjy 


control  over  Nations  Air, 
which  started  operations  in 
March.  The  department  last 
year  rejected  his  bid  to  re- 
enter the  airline  business 
with  the  startup  carrier  he 
controlled,  atx.  It  found  atx 
unfit  to  fly  because  of  con- 
cerns about  safety  and  man- 
agement problems  at  Conti- 


nental and  Eastern  under 
Lorenzo's  leadership.  Lorenzo 
blamed  the  feds'  opposition 
on  pressure  from  a  pro- 
labor  Clinton  Administration 
and  unfair  attacks  from  un- 
ions. Nations  Air  declines  to 
comment  on  what  it  calls  a 
"pnvate  matter"  The  airline, 
which  flies  two  737-200  jet- 
liners, offers  low-fare  service 
to  Pittsburgh,  Philadelphia, 
Boston,  and  Myrtle  Beach, 
S.  C.  Wendy  Zellner 


THE  LIST  HIGH-TECH  FEVER 


In  a  year  of  flashy  initial 
stock  offerings,  high-tech 
companies  are  the  showiest 
Renter's  Choice, 
which  leases 
furniture,  is  the 
lone  nontech  entry  among 
the  Top  Ten  IPOs.  No.l 
Premisys  makes  telecom 
sear.  Unlisted:  Internet 


aPremisys 


software  maker  Netscape, 
whose  IPO  had  a  huge 
first-day  run-up  Aug.  9,  but 
is  now  up  a 
mere  75%.  The 
latest  buzz: 
Kohlberg  Kravis  Roberts' 
Sept.  5  news  it's  selling 
shares  in  its  (nontech)  pub- 
lisher. K-lll. 


LEADING  IPOs  OF  1995 


OFFERING 

PRICE 

OFFERING 

PRICE 

DATE 

CHANGE* 

DATE 

CHANGE* 

PREMISYS  4/5 

426% 

OAK  TECHNOLOGY 

2/13 

214% 

RENTERS  CHOICE  1/25 

357 

ARCSYS 

5/6 

211 

INTEGRATED  2/2 

276 

AG  ASSOCIATES 

5/15 

179 

SILICON  SOLUTIONS 

ASM 

3/15 

169 

SEMITOOL  2/2 

249 

LITHOGRAPHY 

UUNET  5/25 

222 

STORMEDIA 

5/4 

159 

*From  offering  date  through  Sept.  1, 1995 

DATA:  SECURITIES  DATA  CORP, 

PUBLISHERS  ROW 

UNEARTHLY  RATES 
FOR  GHOSTWRITER 

GHOSTWRITING    A  BE 

selling  business  book  is  g 
ting  more  expensive, 
the  Queen  of  Ghostwrite 
Donna  Sammons  Carpent 
She  and  the  two  dozen  w 
ers  at  her  Boston-based  fii 
Wordworks,  helped  pen 
megasellers  Reengineer 
the  Corporation  by  Mich 
Hammer  and  James  Cham 
The  Pursuit  of  Wow  by  T 
Peters,  and  The  Disciplin 
Market  Leaders  by  Mich 
Ti'eacy  and  Fred  Wierser 
Wordworks,  says  Ti'ea 
gives  editorial  assistar 
that  publishers  no  long 
grant.  Wordworks  can  di 
creetlv  write,  edit,  or 


even  research  a  book.  Pet 
provides  a  manuscript  t 
Wordworks  ceo  Carpen 
edits.  Others  make 
recordings  that  Wordwo: 
converts  into  book  form. 

Today's  rates:  typicj 
$(30,000  for  a  book  propoi 
or  $300,000  to  produce  a 
from  scratch.  The  1993  ti 
for  helping  on  The  Porta 
MBA  Desk  Reference,  edited 
Paul  Argenti:  about  $50,( 
Also,  Wordworks  gets  roj 
ties  up  to  20%.  "You'd  h; 
to  be  ci"azy  to  pay  that  kinc 
money,"  says  Roger  Straus 
CEO  of  Farrar  Straus 
Gii-oux.  Upcoming  Carpen 
authoi-s:  Mike  Milken  and  S 
ator  John  Kerry  (D-Mas 
"We're  expensive,  but  w( 
worth  it,"  says  Helen  Re 
Wordworks  president,  w 
won't  comment  further 
fees.  Willy  Ste 
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EVERY  YEAR 
THESE  GUYS  COME  UP 
WITH  500  MORE  REASONS 
FOR  YOU  TO  HIRE  US. 

Yikes!  They're  busy  passing  over  500  legislative      From  PICA  rate  changes  to  the  taxability  of  benefits  to 


1  800  CALL  ADP  ext.  327 


T     PAYS     TO      H  I  R  E     US  ^ 

,YROLL  SOLUTIONS  •  TAX  &  REGULATION  MANAGEMENT  •  HUMAN  RESOURCE  SYSTEMS  •  BENEFkT  PLAN  ADMINISTRATION 


Up  Front 


NEW  WORLD  ORDER 

"PSST!IGOTTHAT 
GOOD  CUBAN  LEAF " 

THE  DUFFEL  BAGS  CARRIED 

off  the  37-foot  fishing  boat 
and  onto  a  Key  West  dock 
looked  suspicious  to  U.  S. 
Customs  Service  agents. 
When  they  swooped  in,  the 
officere  didn't  find  chugs.  Cus- 
toms says  the  swag  was  2,700 
hand-rolled  cigars  that  the 
suspects  bought  foi'  $3,600  in 
Fidel  Castro's  Cuba  and  could 
sell  for  $28,000  in  America. 

Smugghng  Fidel's  finest  is 
on  the  rise  because  premiiun- 
cigai'  smoking  is  undergoing  a 
renaissance.  In  1994,  non- 
Cuba  imports  expanded  5%, 


MAKING  HAVANAS: 

A  proletcn-ian  puff 

the  first  increase  in 
two  decades.  While 
many  restaurants 
have  banned  smok- 
ing, cigar  bars  are 
suddenly  chic.  U.  S. 
demand  for  quality 
Cuban  Habana  Pu- 
ros,  Cohibas,  and  Montecris- 
tos  is  such  that  Cigar  Aficio- 
nado magazine  estimates  up 
to  10  million  cigars  leave  the 
island  yearly  for  this  country 
in  defiance  of  the  U.  S.  ban 
on  Cuban  imports.  Americans 
may  buy  up  to  100  Cuban  ci- 
gars at  a  time  in  countries 
other  than  Cuba,  but  any 
amount  over  that  runs  the 
risk  of  confiscation  by  U.  S. 
officials. 

In  the  Key  West  case,  two 
men  were  charged  with 
smuggling,  conspiracy,  and  vi- 
olating the  Trading  With  the 
Enemy  Act.  One  pleaded  not 
guilty,  the  other  has  yet  to 
be  aiTaigned.  As  for  the  ci- 
gars, Customs  officials  say 
they  will  be  burned — but  not 
smoked.       David  Swafford 


BUSINESS  SPEAK 


THE  TIGER  TEAM  IS  MIND-MAPPING 


CORPO-BABBLE     IS  GETTING 

more  arcane  all  the  time.  Or 
so  says  consultant  Walter  Pol- 
sky,  head  of  Chicago-based 
Cambridge  Hu- 
man Resource 
Group,  who  is 
compiling  a 
dictionary  to 
help  the  unin- 


DEFINE... 

►  DOWNSCOPING 

►  JOB  MORPHING 
^MIND-MAPPING 
♦■TIGER  TEAM 

►  YOU  INC. 


DATA:  CAMBRIDGE  HUMAN 
RESOURCE  GROUP 


itiated  interface 
with  colleagues 
without  losing 
face. 

Let's  try  "downscoping." 
That's  when  a  company  sheds 
subsidiaries  unrelated  to  its 
core  business.  Then  there's 
the  mihtaiy-Uke  "tiger  team," 
specialists  who  cut  through 
layers  of  bureaucracy  to  solve 
problems.  They  may  try 
"mind-mapping,"  or  solo 
brainstorming.  These  days  of- 


ten call  for  "job  moiphing" — 
changing  your  job  and  skills 
to  meet  new  work  require- 
ments. The  workplace  ideal 
is  a  "You  Inc."  type:  flexible, 
eager  for  extra  work,  and 
self-promotional.  Also,  usually 
unlikely  to  be  laid  off.  □ 


DRAWN  &  QUARTERED 


II 


NEWS.  M3UI?  FAX  „ 
VN.MDUR  CELLULAR 
A  TUNE-UR  e-/V|A!L 
SHOULP  K  REPLACED  AMP 
^OUR  AREA  QOPE  IS 
OUTWTEP. 


TAXES  AT  WORK 

PEGGING 

THE  POWER  OF  PORK 

PORK  PAYS  OFF  IN  VOTES.  POLS 

have  long  known  this,  but 
now,  two  economists  have 
done  a  study  to  prove  that 
empirically  and  to  estimate 
how  much  pork  it  takes  to 


win  one  vote.  They  found 
that  each  $100  spent  per  per- 
son in  a  congressional  district 
for  cUscretionaiy  federal  proj- 
ects translates  into  2%  of  the 
popular  vote  for  an  incum- 


bent. Pork  encompasses  sii 
things  as  highways,  defer 
contracts,    and    job  pi 
gi'ams — not  entitlements  i 
the  order  of  welfare,  whii 
are  delivered  by  a  formu. 
"There's  no  doubt  pork  is  i 
warded,"  says  Harvard  U 
versity's  Steven  Levitt,  \vl 
with  fellow  economist  Jan 
Snyder  Jr.,  compared  V( 
tallies  with  federal  projec; 
from  1983  to  1990. 

Interestingly,  the  stu- 
found  the  pohtical  powt  i 
pork  prevails  whether  ^ 
»        ^     district  is  Republican  ■ 
"^^^  ^   Democratic.  May 
_  that's  why  lawm.ala 
on  both  sides  of  t 
aisle  are  reluctant 
give  up  spoils,  despi 
cries   on    Capitol  H 
about  cutting  fat  from  t : 
federal  budget.  If  pork  \\v 
eliminated,     says  Levi 
House  incumbents  whose  i 
election  victories  were  do 
could  very  well  lose  ne 
time.  And  that's  a  lot  of  ]  x 
pie:  10%  of  incumbents  w 
with  less  than  55%  of  t 
vote.         Mai~y  Beth  Rfyi 


THE  BIG  PICTURE 


FOOTNOTES  U.  S.  trade  deficit  with  China  during  1994's  first  half:  $1 1 .7  billion.  1995's:  $14.4  billlon 
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People  Who 

FlyThe 
Most  Rank  Us 


The  Best. 


Best  Domestic  Long-Flight  &  Best  Domestic  Short-Flight 


According  to  J.  D.  Power  and  Associates,  frequent  travelers  ranked  only  one  airline  the 
best  in  customer  satisfaction.  Delta  Air  Lines.  They  awarded  us  honors  for  both  "best  domestic 
short-flight  airline"  and  "best  domestic  long-flight  airline."  And  now  we'd  like  to  say  thanks. 
To  the  millions  of  frequent  travelers  who  fly  with  us.  And  to  the  60,000  Delta  Air  Lines 
people  around  the  wttrld  who  give  you  nothing  less  than  their  best. 


^Delta 

You'll  love  the  way  we  fly' 


Frequent  Flyer/J.D.  Power  and  Associates  1995  Domestic  Airline  Frequent  Flyer  Satisfaction  Study.™  Study  conducted  among  frequent  airline  travelers  who  completed 
7,694  individual  flight  evaluations.  Long  flight  is  defined  as  500  air  miles  or  m<ire.  Short  flight  is  defined  as  less  th,tn  .500  air  miles.  ©1995  Delta  Air  Lines,  Inc. 


WHAT  A 
CHARMING 
HODGEPODGE 
OF  SERVERS,  PC'S 
AND  MAINFRAMES 
YOU'VE  GOT 
THERE. 


(may  we  suggest  the  UNIX' system 

THAT'S  BEEN  SHOWN  TO  MANAGE 
MUI.TI  VENDOR  ENVIRONMENTS  BEST?) 


•10/94  D  H  Blown  Report  "UNIX  Matures"  -  IBM  AIX  4 1  1994  Enterprise  Managerrrent  Summit  -  IBM  NetView*  tor  AIX  which  is  a  part  ol  SyslemView  IBM.  RISC  Syslem/6000,  AIX,  SystemView  and  NetView  are 
registered  traderrrarks  and  Solutions  lor  a  small  planet  is  a  trademarti  ot  International  Business  Machines  Corporation  UNIX  is  a  registered  trademark  in  Ihe  U  S  and  other  countries,  licensed  exclusively  through  X/Open 
Company  Limited  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  ot  their  respective  companies  The  IBM  home  page  can  be  tound  at  hltpV/www  ibm  com  ©  1995  IBM  Corporation 


It's  as  if  you've  inherited  computers  from  at 
least  three  different  dynasties.  They're  all 
different  sizes,  shapes  and  capacities,  and 
sometimes  they  don't  seem  to  Hke  each 
other  very  much.  On  the  other  hand,  you 
really  need  them  to  get  along. 

Which  is  why  the  recent 
Enterprise  Management  Summit  put 
the  RISC  System/6000®  and  other 
UNIX  systems  through  14  grueling 
tests  on  managing  complex 
multivendor  environments. 
When  the  dust  settled,  only 
one  company  was  able  to 
outperform  HP®  Groupe 
Built  Computer  Associates ' 
and  Digital?  And  that  com- 
pany is  IBM. 

According 
to  independent 
computer  con- 
sultant D.H.  Brown. 
IBM's  AIX®  is  the 
best-rated  UNIX 
operating  system! 
And  when  you  have 
System  View®  for  AIX 
monitoring  and 
managing  complex 
networks,  your  system 


can  grow  right  along  with  your  business 
without  increasing  your  staff. 

h  will  also  be  possible  for  you  to  keep 
track  of  your  network  without 
aving  your  desk,  because  System- 
\  lew  for  AIX  provides  all  the 
systems  management  functions 
under  one  easy-to-use  interface. 
Tasks  such  as  job  scheduling, 
back-up,  network  management, 
istribution  and  remote  systems 
configuration  can  be  per- 
formed in  a  faster  and 
more  efficient  way. 

For  more  information  on 
how  to  turn  a  legacy  of 
ther  people's  computers 
into  a  very  big  asset  for 
,   \  ou,  give  us  a  call  at 
800  IBM-3333, 
.  xt.  FAI70.  Or,  if 
\  ( tu're  on  the  Net, 
\  ( »u  can  pay  a  visit 
lo  our  home  page 
at  http :/ / www. 
austin.ibm.com 


Solutions  for  a  small  planet ' 


Readers  Report 


BusinessWeek 


EDITOR-IN-CHIEF:  Stephen  B.  Shepard 
MANAGING  EDITOR:  Mark  Morrison 
CHIEF  ECONOMIST:  William  Wolman 
ASSISTANT  MANAGING  EDITORS: 

Sarah  Bartlelt  Robert  J.  Dowling,  G  David  Wallace 

ART  DIRECTOR:  Malcolm  Frouman 

CHIEF  OF  CORRESPONDENTS:  Keith  G  Felcyn 

SENIOR  EDITORS:  Bob  Arnold.  Frank  J  Comes,  Deidre  A.  Depke. 

James  E.  Ellis,  Geoff  Lewis,  Ciro  Scotti,  Mark  N.  Vamos,  Lee 

Walczak  (Washington),  Elizabeth  Werner,  Chris  Welles,  Seymour 

Zucker 

EDITORIAL  PAGE  EDITOR:  Bruce  Nussbaum 

SENIOR  WRITERS:  John  A  Byrne,  William  Glasgall,  Jeffrey  M 
Laderman,  Gene  G  Marcial,  Karen  Pennar,  Otis  Port 
ECONOMICS:  James  C,  Cooper  (Sr  Economist/Business  Outlook  edi- 
tor), Kathleen  Madigan  (Assoc.)  Christopher  Farrell,  Michael  J 
Mandel  (Economics  editors).  Gene  Koretz  (Economic  Trends  editor) 
INTERNATIONAL:  William  J  Holstein  (World  editor),  Duane  E 
Anderson,  Rose  Brady  (Senior  News  editors),  Bruce  Einhorn 
(Asia  editor),  John  Pearson  (Latin  America  editor),  John  E 
Pluenneke  (Ideas  &  Trends  editor),  Christopher  Power  (Europe 
editor),  Stanley  Reed  (International  Affairs  editor),  Joan  Warner 
(Finance  editor) 

ASSOCIATE  EDITORS:  Cathenne  Amst.  Amy  Ounkin,  John  Meehan,  Michael 
OnejI.  Thane  Peterson,  Jane  A.  Sasseen,  Gary  Weiss 
PICTURE  EDITOR:  Lawrence  Lippmann 

DEPARTMENT  EDITORS:  Books:  Hardy  Green  Computers:  Ira  Sager 
Corporate  Finance:  Phillip  L  Zweig,  Corporations:  Elizabeth  Lesly 
Information  Management:  John  W  Verity  Investment  Banking:  Leah 
Nathans  Spiro  Legal  Affairs:  Linda  Himelstem  Marketing:  Mary 
Kuntz  Markets  &  Investments:  Suzanne  Woolley.  Money  &  Banking: 
Kelley  Holland  News:  Keith  H  Hammonds  People:  Demse  Demong 
Personal  Business:  Edward  C  Batg  Scoreboards:  Frederick  F 
Jesperien  Small  Business;  Amey  Stone  Software:  Amy  Cortese 
Technology:  Peter  Coy,  Neil  Gross  Up  Front:  Larry  Light  The 
Workplace:  Aaron  Bernstein 

STAFF  EDITORS:  Ram  Black,  Paul  M  Eng,  Willy  Stern 
ASSISTANT  EDITORS:  Lori  Bongiorno,  Oluwabunmi  Shabi 
COPY  EDITORS:  Harry  Maurer,  Michael  Mercurio  (Deputy  chiefs). 
Prudence  Crowther,  Marc  Miller  (Asst  chiefs),  Tim  Belknap,  Aleta 
Davies,  Jack  Robbins,  Jim  Taibi  (Sr.  copy  editors),  Carl  Desens, 
Cynthia  McClean,  Joseph  Mandel.  David  Pengilly,  Malka  Percal. 
Doug  Royalty,  Maria  Chapin,  Gail  Fowler,  Jeneen  Hobby,  Aida  Rosario 
(Researchers) 

PRODUCTION  COPY  EDITORS:  Lawrence  Dark  (Chief),  Hallberg  Hall- 
mundsson,  Celine  Keating,  Robert  S,  Norman,  Robert  J.  Rosenberg. 
Eva  Stettner 

ART:  Francesca  Messina.  Steven  Taylor  (Deputy  directors),  Cynthia 
Friedman,  Jay  Petrow,  Christine  Silver  (Assoc  directors).  Alice  Cheung 
(Asst  director).  Graphics:  Arthur  Eves  (Director),  Joan  Danaher  (Deputy 
director),  Rob  Doyle  (Sr.  Illustrator).  Lisa  Knouse  Braiman.  Alberto 
Mena,  Ray  Vella  (Illustrators),  Jaime  Beauchamp  (Imaging  and 
multimedia)  Production:  Stephen  J  Romeo  (Mgr.),  Annette  Kennedy 
(Asst  manager),  Alan  Bomzer  (Coordinator) 

PHOTOS:  Scott  Mlyn  (Deputy  Picture  editor).  Todd  James  (Senior 
Picture  editor).  Anne  Murray.  Ronnie  Weil  (Assoc  Picture  editors). 
Bettina  Baudoin  (Pans),  Kathleen  Moore  (Asst  Picture  editors);  M. 
Margarita  Eiroa  (Traffic  manager)  Lawrence  Crowe  (Librarian),  Michael 
Hirsch  (Researcher) 

EDITORIAL  OPERATIONS;  Yvonne  F  Rodriguez  (Production  director) 
Richard  Balestrmo,  A  Peter  Clem,  Nicholas  M  White  (Production 
managers)  Karen  Butcher,  Thomas  R  Dowd.  Fidel  Lee.  Jose  L, 
Martin,  Jane  M  Perkinson.  Edgardo  Torres.  Karen  Turok.  Use  V 
Walton  (Makeup  editors)  Bruce  M  Arnold.  Stephen  R  Lebron 
(Asst  Makeup  editors),  Donald  C.  Pearson  (Traffic  manager) 
SYSTEMS;  Thomas  L  Morgan  (Director).  Andrew  Bernardo,  Mane 
Brown-Bryant,  Stephanie  Rossi,  Marta  Skrelia,  Craig  Sturgis 
CORRESPONDENTS;  Atlanta;  David  Greising  (Mgr  )  Boston;  Mark 
Maremont  (Mgr.).  Geoffrey  Smith  Chicago:  Richard  A  Melcher 
(Mgr ).  Greg  Burns.  Susan  Chandler,  Kevin  Kelly,  Ron  Stodghill  II 
Cleveland;  Zachary  Schiller  (Mgr )  Connecticut:  Tim  Smart  (Mgr  ) 
Dallas;  Wendy  Zellner  (Mgr },  Stephanie  Anderson  Forest.  Detroit; 
Kathleen  Kerwin  (Mgr ).  Keith  Naughton.  David  Woodruff  Houston: 
Gary  McWilliams  (Mgr )  Los  Angeles:  Ronald  Grover  (Mgr ),  Larry 
Armstrong  (Sr  Correspondent),  Nanette  Byrnes,  Eric  Schine  Miami: 
Gail  DeGeorge  (Mgr )  Philadelphia:  Joseph  Weber  (Mgr )  Pittsburgti; 
Stephen  Baker  (Mgr  )  San  Francisco:  Russell  Mitchell  (Mgr ),  Peter 
Burrows,  Joan  O'C  Hamilton,  Robert  D  Hof,  Kathy  Rebello  Seattle: 
Don  Jones  Yang  (Mgr )  Washington:  Owen  Ullinann  (Sr  Nev^s  Editor), 
Douglas  Harbrecht  (Newrs  Editor).  Amy  Barrett.  Amy  Borrus.  John 
Carey  (Sr  correspondent).  Stan  Crock,  Christina  Del  Valle,  Richard  S 
Dunham,  Dean  Foust,  Susan  B  Garland,  Howard  Gleckman  (Sr 
correspondent),  Mark  Lewyn,  Paul  Magnusson,  Mike  McNamee,  Mary 
Beth  Regan,  Michael  Schroeder.  Stephen  H  Wildstrom  (Technology  & 
You).  Catherine  Yang,  Bonn;  John  fempleman  (Mgr  ),  Karen  Lowry 
Miller  Hong  Kong:  Joyce  Bamathan  (Mgr ).  Pete  Engardio  London: 
Paula  Dwyer  (Mgr ).  Julia  Flynn  Mexico  City;  Gen  Smith  (Mgr )  Moscow: 
Peter  Galuszka  (Mgr )  Paris:  Stewart  Toy  (Mgr ).  Gail  Edmondson.  Bill 
Javetski  Rome;  John  Rossini  (Mgr )  Tokyo;  Brian  Bremner  Toronto; 
William  C  Symond-,  (Mgr  I 

EDITORIAL  SERVICES;  Broadcasting;  Ray  Hoffman  Business  Manager; 

Barbara  Boynton  Information  Sen/ices:  Jamie  B  Russell  (Director). 

Jacqueline  Richardson  (Mgr ).  Judi  Crowe  (Asst  editor).  Heather 

Hartley,  Fred  Katzenberg,  Maria  Maronak,  Karen  Stevens  Office 

Manager:  Roselyn  Kopit  Public  Relations:  Christine  Summerson, 

Josephine  Coppola   Readers  Report:  Yvette  Hernandez  Reprint 

Permission;  Janet  Gonzalez 

PUBLISHER:  David  f.  Perm 

SR.  VP.  OPERATIONS  Irfi;  B  Hopkins 

SR.  VP.  ADVERTISING  SALES:  William  P  Kupper  Jr 

VP,  CONSUMER  MARKETING/CIRCULATION:  Robert  Montemayor 

VP,  STRATEGIC  PLANNING  &  DEVELOPMENT;  Cara  Erickson 

VP,  MARKETING:  Harold  K  Somerdyk 

VPs,  SALES:  Constance  E   Bennett  (Eastern  Region),  Dan  Dunn 

(Midwestern  Region).  Louis  R.  Mohn  (Western  Region) 

VP,  STRATEGIC  PROGRAMS:  James  H.  McGraw  IV 

VP,  MANAGING  DIRECTOR/ASIA;  Harold  J  Berry  III 

VP,  EUROPEAN  ADVERTISING  SALES:  Fritz  Kriisebecker 

VP,  TECHNOLOGY:  Thomas  J  Reed 

CONTROLLER;  G.ity  M  Singer 

DIRECTOR,  ADVERTISING  BUSINESS:  Linda  F  Carvalho 

DIRECTOR,  PRODUCTION  &  SALES  SERVICES;  Mario  J  Talluto 


HANDICAPPING  DISNEY'S 

MIKE  AND  MIKE  SHOW  

Your  article  "Disney:  Room  for  two 
Lion  Kings?"  (News:  Analysis  &  Com- 
mentary, Aug.  28)  is  veiy  puzzling.  Mi- 
chael Eisner  hires  Michael  Ovitz  as 
president,  but  of  what?  The  stoiy  points 
out  that  Eisner's  top  two  executives, 
Sanford  Litvak  and  Stephen  Bollenbach, 
will  continue  to  report  to  Eisner  An- 
other executive,  Joe  Roth,  has  been  as- 
sured "that  this  [live-action  film  busi- 
ness] company  is  my  company  to  mn." 
How  many  other  e.xecutives  received 
similar  assurances?  Working  for  a  con- 
trol freak  with  a  tough  management 
style  who  clashes  vdth  subordinates — I 
give  Ovitz  a  year! 

Richard  J.  Cronin 
Rosemont,  111. 

WHEN  OFFICEHOLDERS  ARE 
STOCKHOLDERS.  WATCH  OUT 

Youi'  article  on  congi'essmen  who  own 
stock  in  companies  influenced  by  con- 
gressional decisions  ("How  are  you  vot- 
ing? What  are  yom*  stocks?".  Finance, 
Aug.  28)  was  timely  and  hard-hitting. 
The  continued  success  of  free  markets 
and  vigorous  capital  formation  in  our 
nation  depends  on  honesty  and  faii-ness 
by  those  we  elect.  When  scalawags  are 
content  to  profit  fi'om  such  conflict-of- 
interest  situations,  as  you  report,  it  is 
high  time  for  the  voters  to  toss  them 
out  of  office. 

Jake  Schwartz 
Petaluma,  Calif. 

Although  youi"  article  on  congi'ession- 
al  trading  was  insightful  and  pointed 
out  real  examples  where  conflict  of 
interest  was  obvious,  using  Senator  Don 
Nickles  (R-Okla.)  as  one  of  the  "star" 
perpetrators  weakened  the  story.  It 
seems  far-fetched  to  me  that  Senator 
Nickles  would  introduce  a  bill  and  go 
through  all  the  hassles,  possible  back- 
lash, and  so  on  for  a  $6,500  investment. 
It's  more  likely  that  he  introduced  the 
bill  because  Oklahoma — with  its  large 
oil-and-gas  industi-y  struggling  to  com- 


CORRECTIONS  &  CLARIFICATIONS 

In  "Unproven,  but  dazzling"  (Informatio 
Processing,  Sept.  4),  the  capacity  of  Qua 
comm  Inc.'s  new  cellular-phone  factorv  wi 
be  1  million  units  a  year  by  yearend. 

In  "Balance  sheets  that  get  well  soon"  (Th 
Corporation,  Sept.  4),  Dr.  Melvin  A.  Mackler 
correct  title  is  vice-chairman  of  the  boar 
at  South  Miami  Hospital,  and  the  corre( 
spelling  of  the  city  manager's  name  in  Tai 
pon  Springs,  Fla.,  is  Costa  S.  Vatikiotis. 

In  "The  Newtniks  have  seen  the  future.  ( 
so  they  think"  (Information  Processing 
Sept,  11),  Arno  A.  Penzias  should  have  bee 
identified  as  vice-president  for  research  < 
AT&T  Bell  Laboratories, 

"The  lethal  side  effects  of  managed  care 
(Economic  Viewpoint,  Aug.  7)  should  hav 
said  that  Foster  Higgins  &  Co,,  an  employ 
ee-benefits  consulting  firm,  was  the  sourc 
of  the  finding  that  employers'  health-car 
costs  fell  1,1%  in  1994. 


pete  with  rivals  abroad — would  bene 
The  other  examples  you  cited,  whi 
involved  tens  or  hundreds  of  thousar 
of  dollars,  seemed  much  more  plausib 
Marjone  A.  H 
Orem,  Ut 

If  14-year-old  Sam  Bond  [who  ow 
up  to  $15,000  in  McDonnell  Dougl 
stock]  did  not  have  insider  informati 
from  his  father,  Senator  Chinstopher 
Bond  (R-Mo.)  [who  sits  on  the  Sens 
subcommittee  that  sets  defense  sper 
ing],  I  will  eat  my  broker's  hat. 

Emily  Gord 
Abu  Dhi 
United  Ai-ab  Emirat 

WINDOWS  95:  ONE  RETAILER 
IS  SKEPTICAL  

As  the  operator  of  a  23-year-old  co 
puter  store,  I  was  kind  of  dreading  t 
release  of  Windows  95.  The  consts 
barrage  of  hype  on  cnn  and  other  ni 
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tncsson  Inc. 
Cellular  Phones 
Research  Tnangle  Park,  NC 
1995   CEL  3000A   Ericsson®  is  a  registered  name  of  Ericsson  Inc 


There  ore  times  when  just  any  ordinory 
llular  phone  will  do.  Then  again,  there 
e  times  when  life  gets  a  bit  wild,  and  you 
in't  want  anything  less  than  a 


1  o 


world.  Shouldn't  you  have  a  highly  reliable  Ericsson 
cellular  phone?  For  a  free  brochure  about  Ericsson 
cellular  phones,  call  1-800-227-3663.  Outside  j 
the  U.S.,call  (804)  845-3663. 


Voney,  Where's  The 
iricsson  CelMar  Phonet?^ 


ghly  reliable  cellular  phone. 

Which  is  why  you  should  osk  for  an  Ericsson 
iu  see,  Ericsson  makes  some  of  the  best  cellular  phones 
'oilable  today. 

if  you're  not  familiar  with  Ericsson,  here's  something 
lu'll  find  reassuring:  Ericsson  is  a  worid  leader  in 
cellular  phones.  And  Ericsson  technology  is  so  highly 
regarded,  many  cellular  companies  use  it 
in  their  transmitting  stations.  Truth  is, 
one  third  of  all  cellular  calls  are 
made  with  Ericsson  equipment. 

The  new  Ericsson  AH-320 
MiCTO-Portable  Flipfone  is  a  perfect 
exomple  of  our  reliability.  It  weighs  a 
barely  noticeable  8.7  ounces,  and  fits 
easily  in  your  pocket.  It's  also  completely 
portable,  so  you  never  have  to  be 
out  of  touch. 

And  since  a  cellular  phone  isn't  much 
good  if  you  need  a  degree  in  rocket  science  to 
operate  it,  we  made  the  AH-320  easy  to  use. 
You'll  love  the  fast,  simple, 

(menu-driven  operation 
and  other  convenient 
features. 
Best  of  all,  the 
..    AH-320  gives  you  reliabil 

ity  and  dependability  you  can  count 
on.  So  when  you  choose  a  cellular  phone, 
ask  for  an  Ericsson.  After  all,  it's  a  wild  and  woolly 


ERICSSON 


works  gave  one  the  expectation  of  the 
Second  Coming  ("Feel  the  buzz,"  News: 
Analysis  &  Commentary,  Aug.  28). 
Therefore,  I  was  surprised  that  our 
store  did  not  receive  one  single  phone 
call  concerning  Windows  95  on  the 
Thursday  of  its  launch  and  that  we  did 
not  have  vei-y  many  requests  for  the 
software. 

The  feeUng  of  most  of  oui-  customers, 
and  ourselves,  is  that  we  will  take  a 
wait-and-see  attitude.  One  of  the  rea- 
sons most  dealers  are  indifferent  is 
that  our  wholesalers  will  sell  us  copies 
of  Windows  95  for  $90,  which,  with 
freight  and  cod  charges,  can  add  up 
to  $110.  With  Microsoft  telling  every- 
one that  the  street  price  i.s  $89,  and 
Wal-Mart  selling  Windows  95  for  less 
than  $89,  it's  no  wonder  that  most  com- 
puter stores  are  not  interested  in  tak- 
ing on  hassles  and  losing  money  at  the 
same  time. 

Steve  Dendrinos  Jr 
President 
Computer  King 
Knoxville,  Tenn. 

TiS  BETTER  TO  GIVE 

IF  YE  RECEIVE  

Great.  Coi^porate  America  downsized 
with  a  frenzy  and  left  already  cash- 
strapped  charities  with  the  task  of  car- 
ing for  the  millions  who  were  made  job- 
less by  its  "bottom-line"  tactics.  And 
now,  it  is  telling  those  charities  that 
they  will  have  to  "give  something  back" 
if  they  want  donations  ("Giving — and 
getting  something  back,"  Social  Issues, 
Aug.  28). 

Go  after  the  churches  next,  guys. 
Don't  give  those  cathedrals  and  chapels 
a  nickel  unless  they  see  to  it  that  their 
parishioners  wear,  use,  drink,  or  eat 
your  brands. 

H.  Lee  Martin 
Piedmont,  Calif. 

MAGGIE  DIDN'T  CURE  THE 
"BRITISH  DISEASE "  

Sadly,  your  review  of  Charles  Dell- 
heim's  The  Disenchanted  Isle:  Mrs. 
Thatchers  Capitalist  Revolution  (Books, 
Aug.  28)  peddles  many  of  the  distor- 
tions of  Biitain's  New  Right.  When  Mi"s. 
Thatcher  came  to  power,  inflation  was 
not  at  22%,  nor  was  unemployment  at 
15%;  both  were  much  lower.  They 
reached  such  dizzying  heights  only  after 
a  year  or  two  of  Mrs.  Thatcher's  eco- 
nomic experiments. 

And  not  even  Mrs.  Thatcher  would 
pretend  that  the  "British  disease"  was 
exclusively  due  to  socialists'  spending 
too  much  on  the  National  Health  Ser- 
vice, defense,  housing,  and  social  secur- 
ity. The  private  sector,  paiticulai'ly  man- 


ufacturing, had  long  been  weak  and  inef- 
ficient. For  generations,  supposedly  in- 
telligent Brits  have  avoided  wealth- 
creating  activities. 

Without  doubt,  Mrs.  Thatcher  made 
some  improvements  around  the  edges. 
But  it  is  doubtful  if  Britain's  cultural 
malaise  has  really  been  cured,  let  alone 
seriously  analyzed. 

Henry  Tinsley 
Tinsley  Foods  Ltd. 
Peterborough,  England 

SPIEGEL  MAY  HAVE  A  WEENSY 
CUSTOMER-RELATIONS  PROBLEM 

While  "Can  Spiegel  pull  out  of  the 
spiral?"  (Marketing,  Aug.  28)  presented 
many  valid  reasons  why  Spiegel  might 
be  having  problems,  this  totally  frus- 
trated shopper  can  offer  one  other:  Buy- 

SPIEGEL  STUMBLES 

"After  five  months  of 
phone  calls,  correspon- 
dence, and  threats  of 
legal  action,  I  got  the 
mess  resolved.  I  finally 
cut  up  my  charge  card 
and  sent  it  back" 

ing  from  the  Spiegel  and  Eddie 
Bauer  catalogs  is  amazingly  diffi 
cult.  Either  the  product  is  not  in  stock, 
only  partially  in  stock  (for  example,  only 
the  blouse  of  a  two-piece  dress),  or  will 
seem  to  be  in  stock  when  ordered  but 
then  turns  out  to  be  out  of  stock  by 
the  time  (if  one  is  lucky)  that  part  of 
the  order  is  sent.  I  got  an  outfit  from 
Spiegel  this  summer — two  months  af- 
ter I  ordered  it.  Add  to  this  that  I  get 
no  response  to  complaint  letters,  and 
one  has  httle  incentive  to  buy  ft*om  ei- 
ther catalog.  I  toss  them  in  the  trash 
now,  since  the  aggravation  just  isn't 
worth  it. 

Fortunately,  there  are  other  catalog 
merchandisers  with  better  customer  ser- 
vice, so  I  patronize  them. 

Christina  M.  Kampman 
Donnelsville,  Ohio 

Spiegel's  problems  don't  sm-prise  me. 
I  was  a  long-standing  customer  until 
this  year.  I  placed  an  order  through  the 
catalog  in  November,  1994,  and  never 
received  the  goods.  After  five  months  of 
phone  calls,  correspondence,  and  threats 
of  legal  action,  I  got  the  mess  resolved. 
I  finally  cut  up  my  chai'ge  cai'd  and  sent 
it  back.  Retailers  need  to  reahze  that 
price  is  not  always  the  reason  customers 
go  elsewhere. 

Bonnie  Bamett 
Bakersfield,  CaUf. 


Your  article  on  Eddie  Bauer's  pi  > 
lems  might  have  used  this  sad-but-t  le 
story:  I  tried  to  place  a  phone  or^r 
with  my  Discover  credit  card  (becaus  i; 
gives  a  discount).  They  don't  accept  I 
cover.  Stated  reason:  Hadn't  gotten 
computers  changed  yet! 

Walker  H.  Thor 
Boulder  City,  ^ 

WORK  LONGER.  SAVE  MORE.  AND 
RETIRE  WITH  CONFIDENCE 

Rudi  Dornbusch  discovered  that 
populations  age,  the  economic  cost 
supporting  retirees  rises  ("And 
thought  Social  Security  was  in  tr 
ble . . . ."  Economic  Viewpoint,  Aug.  ; 
But  he  implies  that  the  higher  cost 
somehow  be  avoided  if  we'd  all  j 
put  more  money  into  defined-c 
tribution  pension  plar 
^-'i^  By  itself,  howe\ 
}  that  would  not  redi 
'  the  fraction  of  our 
tional  income  that  m 
go  to  support  the  a| 
ill  future  years.  Nor 
it  insulate  world  cap: 
markets  from  the  imp 
that  Dornbusch  fea 
Any  reduction  in  futi 
government  borrowi 
would  be  more  than  oft 
by  the  cashing  out  of 
assets  accumulated  by  the  futi 
retii-ees. 

Aging  societies  can  avoid  sizable 
creases  in  the  burden  of  supporting  th 
retii'ees  only  by  requiiing  longer  care 
or  reducing  the  relative  living  standai 
of  those  who  reach  retirement  age. 
amount  of  shuffling  of  financial  assi 
can  hide  that  simple  truth. 

Lawr-ence  H.  Thomps 
Alexandria, 
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get  slides.  Forget  transparencie 
■get  lifeless  presentations,  The 
rid  of  presenting  has  changed 
9ver.  And  Sharp,  the  leader  in 
D  technology,  is  showing  the  way.  It  all  starts 


came  easily  All  you  had  to  do  was 
create  it  on  your  computer,  plug  it  in 
to  one  of  our  projection  products 
jne.  And  Sharp  has  LCD  panels  that  fit  in' your 


)ple's  attention.  And  from  the  Peginning  they  will  know  this  is      briefcase,  projectors  for  a  conference  room,  or  portable  units 


ordinary  presentation.  Jumping  from  the  screen  are  crisp, 
3ht  full-color  images.  And  not  just  stills  but  exciting  full- 


for  easy  traveling.  Plus  we  have  local,  highly  trained  dealers  to 
help  you  find  the  best  presentation  solutions.  Call  us 


tion  video.  Now  you've  got  their  eyes  engaged.  How  about      today  for  a  free  demo  and  the  free  video  "How  To 


ir  ears?  Wham!  An  earfull  of  sound  kicks  in  and  blows  them 
:k  in  their  seats.  They've  never  experienced  anything  like  it. 


Hi-Resolution 
Panels 


Project  Success."  Then  watch  success  present  itself. 

CALL  1-8  00-BE-SHARP  (PRESS  9)  FOR  FREE  VIDEO 

m 


Portable 
Panel- 


Portable 
Projecto 


HARP 


P    R    E    1'  t    N    TATIO    N        PRODU  CTS 


W  E 


PROJECT 


SUCCESS 


CD 
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FRO/W  SHARP  MINDS 
CO/WE  SHARP  PRODUCTS" 


HIhe  complexity  oi  the  current  tax  code  is  ungainly,  inefficient  and,  all  too 
often,  unfair.  A  substantially  simplified  tax  code  would  clearly  improve  the 
situation — at  least  for  all  the  businesses  and  individuals  who  can't  afford 
legions  of  tax  lawyers  and  accountants. 

At  The  CIT  Group,  we  believe  that  tax  reform  is  just  one  of  the  many 
ways  government  operations  should  be  streamlined.  American  government 


needs  to  follow  the  example  of  American  industry  and  become  more 
productive,  more  efficient  and  more  tightly  focused  on  service  quality. 

We  know  it  can  work,  because  we've  seen  it  happen.  We  provide  the 
funding  that  helps  thousands  of  American  companies  take  the  steps  they 
need  to  compete.  For  further  information  on  how  The  CIT  Croup  can  help. 


call  —  1-800-CIT-1908. 
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Letter  From  New  York 


ON  A  TUG:  CENTER  STAGE 
IN  A  BRINY  BALLET 


over  yoiu'  eai's,"  yells  the  tug- 
boat's chief  engineer  as  he 
I  gi-ins  a  crooked  giin.  "Wliat?" 
I  scream  back,  just  in  time  to  be  jolted 
by  a  boom  that  sounds  to  me  like  a 
Space  Shuttle  launch.  It's  only  the  en- 
gine starting  up,  he  mouths,  as  I  jam 
my  hands  over  my  ears.  Eddie  Chris- 
tensen  is  used  to  it.  After  more  than  35 
years  as  a  tugboat  engineer,  it's  a  sound 
as  familiar  to  him  as  the  cuiTents  lap- 
ping against  the  bow. 

I  scan  this  noisy,  hot  pit  of  macliineiy 
that  looks  more  like  a  contraption  ft'om 
a  Dr.  Seuss  book — not  what  I  had  ever 
imagined  the  engine  room  of  a  tugboat 
would  look  like.  A  generatoi'  hums  wliile 
the  3,300-horsepower  engine  wai'ms  up. 
A  switchboard  lights  up  to  show  any 
electrical  mishaps.  On  the  sides  of  the 
walls,  metal  tubing  circulates  salt  water 
that  cools  the  machineiy. 


This  is  Eddie's  home  away  from 
home.  Eddie  and  the  four  other  mem- 
bers of  the  Margaret  Moran  crew  spend 
two  weeks  on  the  tug,  working  12  houi's 
on  and  12  hours  off.  Then,  they  have  a 
week  off  before  another  two-week  hitch. 


NEW  JERSEY 


^  QUEENS 


ni  1 


NEWARK 
BAY 

STATEN  ISLAND 


SATJERY 
BROOKLYN 
NEW  YORK 


GOING  UPTOWN:  Work  on  a  tugboat 
involves  long  shifts — but  goodfoad 

Eddie  is  66,  but  the  work  along  th<  • 
terways  of  the  New  York  Harbr: 
kept  him  fit.  His  legs,  for  example, 
to  be  as  sturdy  as  any  30-year-ol(l  • 
from  constantly  running  up  from 
engine  room  to  the  deck  to  keep  (n 
of  things.  He  has  been  engineer  on 
Margaret  Moran  since  1986  and 
worked  for  Moran  Towing  &  Trans}, 
tation  Co.,  a  top  operator  of  tugs 
the  East  Coast,  since  1957. 
"STRANGE  FACE."  Much  has  changed 
that  time.  Although  the  harbor 
berths  ocean  liners  and  cargo  ships  ft 
around  the  world,  it's  a  shadow  of 
foi-mer  self.  Rival  West  Coast  ports 
gi'abbing  Pacific  Rim  trade,  Baltim 
and  Norfolk  are  fighting  for  busint 
the  gi'eat  liners  are  mostly  gone, 
U.S.  Navy  left  the  Brooklyn  Ne 
Yard,  and  other  shipyards  are  silent 
But  on  this  hazy  summer  morni 
the  harbor  sure  looks  busy.  The  wat 
ways  are  speckled  with  barges,  U 
Coast  Guard  cutters,  fi-eighters,  feiT 
tour  boats,  and  cabin  cmisei's.  Yet 
salts  such  as  Eddie  remember  when 
now-rotting  piers  along  the  Huds 
were  so  crammed  that  it  was  like  try 
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If  You  Can't  Live 
Without  This, 


This  Is  To  Die  For. 


You  know  who  you  are. 
7\lways  on  time.  On  top  of 
things.  And  with  a  paper  plan- 
ner pemianently  at  your  side. 

Wliich  IS  why  you're  going 
to  be  so  interested  in  the 
newest  evolution  of  your 
favorite  accessory 
Day-Timer  Organizer™  software. 
Designed  to  be  the  ideal  partner  for 
any  paper-based  system  —  or  work  all 
by  itself  —  its  powerful  features  let  you 
stay  ahead  of  more  mtormation  than 
ever  before. 

Day-Timer  Organizer  lets  you  switch  easily  between  daily, 
'eekly  and  monthly  views.  Schedule  recurring  meetings  in 
ne  step.  Set  reminder  alarms.  Search  for  mfomiation,  and 


/  ipnnting  out  schedules, 
Wesses  and  more, 
ay- Timer  Organizer  can 
tegrate  seamlessly  with 
ly  paper-based  planner 


sort  It  however  you  please.  Even  forward 
unfinished  tasks  automatically  to  the  next 
day,  so  there's  no  tedious  recopymg. 

Then,  by  printing  it  out  and  slipping  it  into 
any  binder,  you're  more  than  just  organized. 

You're  super-organized.  'Wherever  you  go. 

■With  a  single,  integrated  system  that  fuses  the  power  of  the 
computer  with  the  portability  of  the  paper  planner. 

Amazing,  yes.  But  that's  what  you'd  expect  from  the  company 
that's  been  defining  time  management  systems  for  almost 
half  a  century. 

To  get  a  'Windows®  or  Mac  version  —  at  a  new  low  pnce  of 
just  $59.95*  — just  see  your  software  retailer,  or  contact  one 
of  the  phone  numbers  or  addresses  below. 

It's  the  perfect  match  for 
any  organizing  system. 


@DAY-TIMER^ 


You  can  plan  on  it. 


TECHNOLOGIES 


To  order,  caU  1-800-859-6955.  key  ttl46406,  or  contact  us  on-line  at  Keyword:  DayTimer  on  Anterica  Ordine  or 
Go  DayTimer  on  CompuSenc.  For  injonnation  by  fax,  call  1-800-362-9927. 


'Average  retail  sales  pnce  Windows  is  a  registered  trademark  of  Mierosoft  Day-Timer  is  a  registered  trademark  and  Day-Timer  Organizer  is  a  trademark  of  Day-Timers,  Inc 


Letter  From  New  York 


to  find  a  parking  space  in  midtown. 

Sitting  comfortably  at  the  helm, 
smoking  a  cigarette,  is  Gene  Poissant, 
captain  of  the  Mai-garet  Moran.  As  the 
Manhattan  skyline  fades  in  the  haze, 
the  tug  makes  its  way  out  of  the  upper 
harbor  and  past  the  Statue  of  Liberty. 
"We  get  jaded  about  it,  but  God,  it  is 
beautiful,"  he  says,  steering  the  tug 
with  cavalier  ease,  his  tanned  hands 
loosely  curled  over  two  levers  that  con- 
trol the  engines.  "Some  mornings,  when 
we're  coming  through  the  fog,  she  just 
comes  out  of  nowhere." 

Poissant  is  a  gi-uff  man  vdth  a  dry, 
snappy  sense  of  humor.  He  has  a  nick- 
name and  a  story  for  every  tug  captain 
he  passes.  He  calls  one  old  captain  the 
Cadaver.  A  boat  with  the  name  Jacque- 
line A  passes.  "A  strange  face,"  Poissant 
says,  explaining  that  new  vessels  stick 
out  because  the  harbor  is  like  a  neigh- 
borhood— the  captains  know  everyone 
on  the  block. 

Oui'  first  job  of  the  morning  is  docking 
a  container  ship  at  Port  Elizabeth  in 
New  Jersey.  The  Port  Authority  of  New 
York  &  New  Jersey  operates  the  port 
for  both  states,  but  Manhattan  and 
Brooklyn  long  ago  lost  the  big  freight 
business  to  the  more  modem  facilities  on 


the  Jersey  side,  and  the  city  has  been 
trying  ever  since  to  get  some  of  the 
business  back — to  little  avail.  In  late 
August,  a  City  Planning  Dept.  study 
raised  the  question  of  whether  New 
York  should  continue  pouiing  money  into 
its  money-losing  terminals. 
CREAMED  CORN.  Within  15  minutes,  we 
are  suddenly  dwaifed  by  the  700-foot- 
long  Saudi  Makkah 
out  of  Dammam, 
Saudi  Arabia.  You 
can  still  make  out  its 
foiTner  identity — as  a 
ship  of  Polish  regis- 
try— ft"om  old,  paint- 
ed-over raised  let- 
ters. The  two  vessels 
are  introduced  gin- 
gerly. The  Mai'gai-et  Moi'an  is  encased  m 
thick  black  rubber — sidings  and  old 
tires.  (A  rusty  gash  on  the  Saudi 
Makkah 's  side  is  the  handiwork  of  the 
unprotected  bow  of  some  ill-steered  tug, 
Poissant  notes.)  Because  the  container 
ship  is  so  huge,  it  needs  another  tug  to 
help  maneuvei'  it  toward  the  pier. 

This  is  a  routine  job  for  Gene,  but  he 
still  waits  for  orders  from  the  Moran- 
contracted  pilot,  Kevin  Gadow,  who  has 
climbed  way  up  a  ladder  to  the  Saudi 


ship.  After  an  hour  of  nudging  ;  - 
wheeling  and  sloshing  water  and  i 
dioed  orders,  the  docking  is  done 
signaled  by  the  pilot.  To  me,  it  seeh 
like  a  veiy  smooth  job.  I  ask  Poissan  i 
he  is  always  so  relaxed.  "It's  just  \x 
driving  on  the  road,"  he  says. 

It's  a  teUing  comparison.  The  hail' 
has  rules  just  like  a  highway— and 


share  of  jerks.  However,  these  daj 
traffic  jams  are  rare.  Twenty-five  yr 
ago,  10,338  passenger  and  freight  sli 
were  logged  into  the  harbor.  In 
there  were  6,085,  and  Moran  ham  I 
50%  of  them.  Last  year,  the  nunih 
had  di-opped  to  4,537,  and  Moran's  sh, 
to  39%. 

On  the  bridge,  I'm  removed  from  i 
gr-oaning  steel  and  sweltering  busyw  ( < 
The  air  conditioner  in  the  pilot  Imi 
breathes  cool  air,  and  down  below  i 


Prose. 


Must  adapt  an  outdated  elementary  school  to  meet  educational  needs  through  the  early  21st  century. 
Must  be  an  imaginative  design  yet  comply  with  hundreds  of  regulations  and  codes. 

Must  meet  stringent  public  budget  goals  for  construction  and  maintenance. 
Must  reduce  air-conditioning  costs  by  shielding  classroom  windows  from  solar  heat. 
Must  utilize  durable  materials  at  "kid  level"  and  lower  cost  materials  above. 
Must  be  constructed  during  the  school  year  without  disturbing  current  school  activities. 
Must  provide  exciting,  stimulating  interior  space  conducive  to  learning. 
Must  instill  a  sense  of  pride  in  students,  parents  and  teachers. 


AIA 


giHE  AMERICAN  INSTITUTE  OF  ARCHITECTS 

We  make  your  bottom  line  beautiful.  For  the  AIA  architects  in  your  area,  call  1-800-AIA-9930. 


'  :khand  is  preparing  our  lunch,  which 
[  Tis  out  to  be  a  real  feast:  steak  with 
Iced  potatoes,  creamed  corn,  home- 
ide  chocolate  chip  cookies.  I'm  im- 
jssed,  but  I'm  told  this  is  nothing  in 
Tiparison  to  when  a  full-time  chef 
}d  to  cook  elaborate  meals  for  them. 
11  you  could  eat,"  Poissant  says. 
Things  changed  in  1988  when,  be- 
ise  of  declining  business,  Moran  cut 
;k  amenities  and  overtime  pay  and 
inged  the  work  schedule  from  one 


j  ek  to  two-week  gigs,  says  Poissant. 
ions  representing  the  crews  are  in 
jotiations    with    the  Greenwich 

I  ~ 

I  )nn.)-based  tugboat  line,  which  de- 
I  les  to  comment.  In  th^  meantime, 
j  !k  hands  cook  and  do  the  shopping 
I  the  crew.  Poissant  says  he  got  so 
tiled  on  board  that  his  wife's  cooking 
n't  taste  the  same.  His  wife,  he  says, 
i  been  a  very  good  sport  about  his 
rk  and  adds  that  the  new  two-week 
ledule  is  a  blessing,  despite  longer 


hours.  "Just  about  the  time  that  we 
start  getting  after  each  other,  I  have  to 
go  back  to  work,"  Poissant  jokes. 

While  business  may  be  off  for  the 
tugs  and  for  the  City  of  New  York,  the 
Port  Authority  of  New  York  &  New 
Jersey  says  that  more  cargo  is  actually 
coming  in.  It's  just  coming  on  fewer, 
but  larger  container  ships.  New  $19.5 
million  rail  facilities  in  Poit  Elizabeth 
will  nearly  double  the  amount  of  con- 
tainers that  can  be  loaded  and  unloaded 
directly  onto  rail 
shipments  to  and 
from  eastern  Cana- 
da and  the  Midwest. 
Ah'eady,  that  helped 
the  port  snag  the 
Hyundai  Corp.  car 
account  away  from 
Portland,  Ore. 
If  the  New  York 
port  hopes  to  fend  off  West  Coast  ri- 
vals, particularly  Long  Beach-Los  An- 
geles, which  have  natvu'aUy  deeper  wa- 
ters, it  win  need  much  more  ch'edging  to 
accommodate  the  current  crop  of  super- 
ships  the  Asian  yards  specialize  in  build- 
ing. Easier  said  than  done  in  this  era  of 
ecological  concern:  After  years  of  strug- 
gle by  environmentalists,  the  harbor's 
striped  bass  fisheiy  is  just  now  making  a 
comeback. 

Poissant  isn't  optimistic  about  the  fu- 


ture of  the  harbor  but  stays  because 
he's  stubborn,  he  says.  And  he  clearly 
loves  the  water.  "I  did  tiiicking  for  a 
year,  but  it  just  wasn't  the  same,"  Pois- 
sant recalls.  Little  wonder:  New  York 
City  brine  was  the  first  thing  he  ever 
smelled.  "I  was  born  on  a  coal  barge  in 
1938.  My  mother  couldn't  get  off  of  the 
barge  because  of  a  storm,  so  the  doctor 
came  on  board  and  delivered  me." 
UNHEEDED  ADVICE.  Poissant  is  actually  a 
third-generation  tugboat  man.  His  fa- 
ther quit  sixth  grade  in  order  to  toil 
on  the  tugs,  but  later  warned  Poissant 
that  changing  times  made  it  a  bad  Hne 
of  work.  Poissant  scorned  that  advice — 
only  to  repeat  it  to  his  own  son.  "I  keep 
telling  him  to  stay  away  from  this  busi- 
ness because  it's  dying.  Thirty  years 
from  now,  all  of  tliis  will  be  scrap  yards 
and  marinas.  The  piers  used  to  be  busi- 
er than  hell.  Now,  they  are  ghost  piers." 

At  3  p.m.,  the  Margaret  Moran  paus- 
es in  her  rounds  to  drop  me  back  off  at 
the  seawall  at  the  Battery  in  Lower 
Manhattan  where  it  had  picked  me  up 
at  8  a.m.  As  I  leave,  I  say  goodbye  to 
Christensen.  "I  don't  know  how  much 
longer  I  will  stay,"  he  tells  me  in  part- 
ing. "I  will  stay  here  until  I  can't  do  it 
anymore." 

CINDY  WEBB 

Webb  was  a  BUSINESS  week  summer 
intern. 


BHIJ  "We  get  jaded  about  it,"  says 
aptain,  as  we  ply  past  the  Statue 
berty,  "but  God,  it's  beautiful" 


Poetry. 


Books 


BOOK  BRIEFS 

THE  LAST  HARVEST 

The  Genetic  Gamble  That  Threatens  to 
Destroy  American  Agriculture 
By  Paul  Raeburn 

Simon  &  Schuste'  •  26920  •  $2-2 

GENE  CALAMITY 

For  all  its  vast  natixral  resources, 
Xoith  America  lacks  one  crucial 
asset — the  genetic  gold  of  food  crops. 
Of  the  world's  top  20  crops,  including 
wheat,  corn,  and  rice,  not  one  has  vrild 
ancestors  in  the  U.  S.  Harvests  in 
America  "ai-e  powered  by  foreign  genes 
just  as  surely  as  our  industry  is  pow- 
ered by  foreign  oil,"  observes  one 
expert  quoted  by  Associated  Press 
science  \^Titer  Paul  Raebiun  in  his  pro- 
vocative new  book.  \Miat's  more,  the 
rest  of  the  world  isn't  much  better  off. 

That  dependence  brings  the  seeds  of 
potential  calamity,  argties  Raebtu*n. 
Food  crops  ai'e  constantly  being  threat- 
ened by  new  pests 
or  plagues,  fi-oni 
the  fungus  that 
caused  the  1S46 
Irish  potato  famine 
to  the  leaf  blight 
that  wiped  out  15^ 
of  the  U.  S.  corn 
har\-est  in  1970. 
That's  why  breed- 
ei-s  must  keep  add- 
ing genetic  material  from  other  varie- 
ties— or  fi-om  wild  ancestoi-s — that  can 
fight  oS"  thi-eats  better. 

The  problem.  Raebrnti  wTites.  is  that 
•^^tal  genetic  rosoiu'ces  ai-e  disappeaiing 
■nith  xmually  no  notice."  For  one  thing, 
fai-mers  in  the  U.  S.  and  around  the 
world  are  planting  fewer  crop  vaiieties. 
Almost  the  entire  U.S.  potato  hai-\"est 
comes  fi'om  just  six  tj-pes.  In  India. 
30.000  traditional  vaiieties  of  rice  have 
been  lai-gely  replaced  \rith  only  10. 

•Just  as  ominous  may  be  the  extinc- 
tion of  the  wild  relatives  of  crops.  Rae- 
btUTi  recotmts  the  exciting  1977  find  of 
an  imcultivated  com  plant  in  Mexico. 
But  he  points  out  that  it  could  easily 
have  gone  extinct  before  the  discoveiy. 

Theoretically,  such  genetic  gems  can 
be  presen  ed  in  seed  banks.  But  Rae- 
biUTi  finds  that  many  ai-e  falling  down 
on  the  job.  .\nd  if  the  loss  of  genes  con- 
tinues. "America"?  and  the  world's  agii- 
culture  must  ultimately  suffer  catas- 
trophic losses."  he  concludes.  "We  will 
be  unable  to  feed  om-selves." 

It's  a  sobeiing  tale,  marred  only  occa- 
sionally by  hype.  Along  the  way.  Rae- 


bmTi  pro\ides  fascinating  historical  nug- 
gets. Thomas  Jefferson  smuggled  rice 
seeds  out  of  Italy,  an  offense  then  pim- 
ishable  by  death.  Intrepid  plant  himter 
Frank  Meyer  crossed  deseits  and  fought 
brigands  in  order  to  bring  back  2.500 
new  plants  to  the  U.  S.  early  in  this 
centiuw.  And  Russian  botanists  chose 
to  star\"e  rather  than  eat  up  the  genet- 
ic treasure  in  Leningi-ad's  seed  bank 
during  World  War  II.  If  Raeburn  is 
right,  that's  the  kind  of  dedication  we 
need  now  to  prevent  gene  loss  from 
eventually  causing  mass  stai^N  ation. 

BY  JOHN  CAREY 


CITY  OF  BITS 

Space,  Place,  and  the  Infobahn 
B\  William  J.  Mitchell 
MIT  Press  •  225pp  •  $20 

MRTIAL  DESIGN 

What  will  be  the  architecture  of 
cyberspace — our  concept  of  the 
\irtual  worlds  presented  by  advanced 
computer  networks — and  who  will  get 
to  design  it"?  How  will  those  networks, 
with  their  abiUty  to  change  oiu"  percep- 
tions of  space  and  extend  our  senses, 
alter  our  use  and  design  of  buildings 
and  cities'?  Those  are  the  kinds  of 
questions  ^\llliam  J.  Mitchell  address- 
es in  City  of  Bits,  a  fascinating  essay 
about  how  computer  networks  and  the 
traditions  of  architecture  and  design 
are  affecting  each  other. 

Mitchell  is  vei-sed  in  both  fields.  He 
has  been  stuiing  the  Internet  ever  since 
its  predecessor,  called  .vrp.^vet.  came  to 
life  25  years  ago.  He  delights  in  herald- 
ing the  new-  institutions  that  technologj- 
is  spawning:  24-hom-  electronic  mai'kets. 
\irtual  theaters, 
and  all-electronic  h- 
braiies.  Yet  as  pi\v 
fessor  of  architec- 
nu*e  and  media  ans 
and  sciences  a: 
Massachusetts  In- 
stitute of  Technol- 
ogy', he  wiites 
knowingly  of  how- 
buildings,  streets, 
and  public  spaces  have  historically 
shaped  the  patterns  of  daily  Ufe.  And 
now-,  as  technology'  changes  the  design  of 
those  places,  he  says,  patterns  of  life  are 
bound  to  change,  too. 

^^mston  Chiu-chiU  once  said  that  we 
make  our  buildings  and  om-  buildings 
make  us.  \Viih  refi-eshing  wit  and  lucid 
w-iiting.  Mitchell  succeeds  in  updating 
that  aphorism  for  the  computer  age. 

BY  JOHN  W.  VERITY 


ONLY  IN  AMERICA 
The  Life  and  Crimes  of  Don  King 

B>  JacK  \e.s*,e  c 
Morrow  •  352pp  •  $23 

LORD  OF  THE  RIN1 

Veteran  New  York  jottrnaUst  • 
New-field's  Only  In  America  pi 
a  convincing  porti*ait  of  boxing  pron 
er  Don  King  as  one  of  the  most  nef 
ous  scalawags  in  American  sports  b 
ness.  King,  now  63.  got  his  start  in 
numbers  racket  in  Cleveland, 
fotu-  yeai*s  in  prison 
for  kicking  a  man 
to  death  uhough  he 
later  was  par- 
doned, possibly  as 
a  political  payoff). 
According  to  New- 
field.  King's  morals 
improved  only 
marginally  in  the 
intervening  24 
years,  as  he  clawed 
his  way  to  the  top  in  boxing  prom 

In  New-field's  telling.  King  has  a  c 
tain  pen-erse  attractiveness.  He  r< 
fi-om  a  background  of  poveity  and  cri 
using  street  smarts.  mialaprop-fiUed  bl 
ter.  and  hard  work  to  biill  his  way  i 
almost  even-  major  fight,  starting  w 
Muhammad  All's  epic  1974  bout  w 
George  Foreman.  Along  the  way.  K 
charmed — and  usually  outfoxed — eve 
one  from  x^"  executives  to  FBI  agent 
But  this  book  is  mainly  an  expose 
King's  alleged  misdeeds.  Citing  le 
and  other  documents  and  intervie 
with  boxei"s.  law-  enforcement  ager 
and  ex-confidants  of  King.  New-field 
cuses  the  promoter  of  routinely  ripp; 
off  fighters  by  skimnaing  their  pm*: 
and  padding  their  expense  tabs. 
New-field  says,  also  increased  his  take 
packing  fightei*s'  entourages  with  m 
bers  of  his  family.  And  then  the 
King's  racial  hypociisy:  He  tises  a  bla 
solidaiity  pitch  to  Itu-e  African  Americ 
fighters  aw-ay  fi-om  w-hite  promote 
only  to  squander  their  talent  in  deme 
ing  bouts  against  great-wliite-hope  p 
sies  with  T\'  appeal.  Mike  Tyson's  A 
19  drubbing  of  Peter  McNeeley  is  o: 
the  most  rocent  example. 

In  the  end.  New-field's  case  agai 
King  may  try  the  patience  of  ma 
readei-s.  Long  before  you  finish,  you 
left  with  two  big  questions:  How  co' 
we  have  ever  allowed  such  a  man 
dominate  a  major  spon"?  And  given  t 
cynicism  behind  his  matches,  why  d( 
anyone  pay  to  watch  them'? 

BY  THANE  PETERS 
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[  At  last.  Connectivity  without  the  cord.] 


stop  hunting  for  phone  jacks!  Make  your  laptop  really  portable  with  the  Personal 
Messenger™  loo  Wireless  Modem  Card  from  Motorola.  With  this  compact,  easy-to-use 
card,  you  can  send/receive  E-Mail  from  your  office  network  or  the  Internet,  send  faxes 
or  access  corporate  databases,  and  more  —  free  of  phone  lines. 
It  works  on  the  ARDIS'"  nationwide  wireless  data  network,  so  you 
can  communicate  from  just  about  anywhere  with  no  roaming 
or  long-distance  charges*  And,  even  if  the  card's  not  connected 
to  a  portable  computer,  it'll  still  receive  and  store  data,  so  you 
von't  miss  important  messages.  To  untether  your  laptop  from  phone  lines  forever,  call 
for  your  nearest  dealer  and  an  information  kit.  And,  for  a  limited  time,  take  advantage 
of  a  special  introductory  rebate  offer.  Call  our  toll-free  number  for  details. 


i-8oo-8-wireless 


Personal  Messenger "loo 

Wireless  Modem  Card 
slips  into  most  laptops, 
palmtops  or  PDAs  with  a 
Type  II  or  III  PCMCIA  slot. 
This  all-in-one  peripheral 
eatures  a  built-in  battery 
or  stand  alone  operation, 
8K  message  memory  and 
fold-away  antenna. 


1-800 


9  4  7  3  5  3 


No  Wires.  No  Limits. 


ARDIS 


-The  Personal  Messenger-  modem  card  ipewtes  in  the  ARDIS  nafionwide.  two-way  wireless  data  network  that  cavers  over  90X  of  the  U.S.  business  centers. 
■     and  Motorola  are  registered  trademarks  and  Personal  Mpsen^fWi  trademark  of  Mofotola,  lut  All  other  trademarks  arc  the  property  of  their  respective  owners.  ©  1995  Motorola,  Inc.  All  rights  resewed. 
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It  Better  Be  Bell 


In  business,  your  investments  need  to  be  working  day  in,  day  out.  That's  why  you  should  consider  investing  in  the  uli 
business  tool  -  Bell's  next  generation  aircraft,  the  430.  With  performance  unsurpassed  in  its  category,  this  exciting  new  heli 
combines  leading-edge  technology  with  the  legendary  reliability  and  value  of  a  Bell. 
♦  Beneath  its  sleek,  aerodynamic  design  is  a  reliable,  tim^tested  airframe  that  delivers 
the  lowest  overall  operatmg  costs  in  its  class.  Whether  swiftly  carrying  corporate 
-*|(J|||||jl^^^^executives  across  congested  cityscapes  or  transportmg 

Search-and-Rescue         <ssBfe         teams  to  remote  areas,  the  Bell  430  offers  the 

perfect  '      '  «       _  >  balance  of  cost  and  capability  in  an  intermediate  twin.  ♦  Powered  b 


Allison  turbine  engines  and  a  four-bladed  bearingless  rotor,  the  430  d 
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nding  performance.  Its  spacious  cabin  can  comfortably  seat  nine,  accommodate  two  EMS  litters  plus  emergency  crew,  or 
ly  pamper  sLx  executives.  It  features  state-of-the-art  technology,  including  Full  Authority  Digital  Electronic  Control  (FADEC] 
itimum  power  management  and  an  Electronic  Flight  Instrumentation  System  (EFISJ.  And  not  only  does  the  430  offer  the 
;  of  skids  or  retractable  wheels,  it's  also  certified  for  single-pilot  IFR.  ♦  With  Bell's  50  years  of  outstanding  reliability  and  cus- 
support,  the  430  proudly  enters  the  future  with  the  finest  and  most  comprehensive  warranty  in  the  industry  For  orders  placed 
gh  December  31,  1995,  a  special  Gold  Medallion  Plan  provides  a  choice  of  three-year  warranties,  extra  training  at  no  additional 
nd  special  financing  and  pricing  on  spare  parts.  Quite  simply,  the  Bell  430  is  the  best  intermediate  twin  performance  value  in 
ies  today  To  view  this  and  other  smart  Bell  business  investments,  call  our  toll-free  number  today.  Let  a  Bell  Fielicopter  repre- 
ive  show  you  why,  when  you  want  performance  you  can  count  on.  It  Better  Be  Bell.      Bcll  HCliCOptGr  1 1      1  lI*]  ^  I 

A  Subsidiary  ol  Textron  Inc 

Box  482,  Fort  Worth,  TX  76101,  FAX:  (817)  280-3631  •  For  further  information,  call  1 -800-FLY-BELL. 
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After  Hurricane  Andrew 

The  President  sent  in  the  troops. 

We  sent  Peter  Nasca. 

The  customer's  old  headquarters  lay  in  ruins.  Then-  new  huilding  was 
still  under  cnnstruction.  And  the  roads  were  jammed  with  everything  trom 
refugees  to  roofers'  trucks. 

That  was  the  situation  facing  PeopleSoft's  Peter  Nasca  and 
his  software  implementation  team  when  they  landed  in 
Florida  on  a  stormy  August  morning,  just  days  after  Hurricane 
Andrew.  Our  customer,  ProSource,  was  spinning  off  from  its 
parent  company,  and  needed  to  he  up  and  running  with 
Pet)pleSoft  hy  Decemher  31.  Come  hell  or  high  water. 

Despite  the  ruhhle,  despite  spotty  electric  service,  despite 
traffic-ch(iked  highways,  Peter  and  his  team  successfully 
implemented  the  st^ftware.  He  even  flew  hack  to 
Miami  on  Christmas  Day  to  ensure  the  system  wt)uld 
he  up  and  running,  smoothly  and  on  time.  Tlu'  result: 
another  satisfied  customer  ior  PeopleSoft. 

So  if  you're  looking  for  client/server  solutions 
from  a  company  that  knows  no  ohstacles,  call 
800'947'7753  or  e-mail  us  at  info@peoplesoft.com. 
We'll  come  running  —  even  if  your  husincss  isn't 
located  in  a  disaster  area. 


Enterprise -wide  client/server 
business  solutions  for  finance, 
distribution,  manufacturing, 
and  human  resources. 


felW^  Pcopk'Soft,  IiiL-  IViiplfSofr  IS  ;i  ir.idciiiiirk  ot  PnipluSotr,  1™.  All  othur  compiiny  and  prcidiict  names  may  he  traiit-m.irk 
lit  rhclr  respectivu  owners.  Hurmane  Andrew  is  ,i  puiduct  ul,  thua>;li  priih.ihly  nur  traJemarked  hy,  Mother  N.irurc, 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


Books 


E  WINNER-TAKE-ALL  SOCIETY 

Robert  H.  Frank  and  Philip  J.  Cook 
e  Press  •  272pp  •  $25 


F  YOU'RE  NOT  NO.l 
OU'RE  ZERO 


ro  the  victor  belong  the  spoils: 
That  age-old  adage  seems  to 
have  become  the  motto  of  today's 
jnomy.  When  an  actor  earns  $20  mil- 
n  for  one  movie,  nobody  blinks.  And 
3  average  weekly  paycheck  of  a  ceo 
s  come  to  dv^^arf  annual  salaries 
rned  on  the  shop  floor. 
Yet  there's  a  spreading  sense  that 
mething  is  awry:  A  widening  gulf  be- 
een  the  fevf  haves  and  the  many 
ve-nots  has  contributed  to  political 
ger  among  U.  S.  voters.  In  sync  with 
jt  mood,  Robert  H.  Frank  and  Philip 
Cook,  economics  and  public  policy 
ofessors  at  Comell  and  Duke  Univer- 
ies,  respectively,  try  to  identify  the 
iditions  that  lead  to  global  markets  in 
lich,  increasingly,  the  bulk  of  the  mon- 
goes  to  a  few  stars.  Their  book.  The 
inner-Take-All  Society,  also  considers 
e  impUcations  for  society  when  win- 
ig  is  far  more  important  than  how 
u  play  the  game. 

Winner-take-all  markets  have  prolif- 
ated  for  many  reasons,  say  Frank  and 
)ok.  Among  the  causes:  FaUing  trans- 
rtation  costs,  the  spread  of  telecom- 
anications,  and  the  wider  use  of  Eng- 
h  as  a  common  language  have  turned 
ce-small  regional  markets  into  tar- 
ts for  global  competition.  The  mass 
edia  have  given  a  few  entertainers 
d  sports  figures  dominance.  And  in- 
nse  competitive  pressures  drive  coipo- 
te  boards  to  spend  big  bucks  for  the 
est"  consulting  firms  and  executives 
)m  other  companies.  In  the  1960s,  top 
rporate  suits  rarely  switched  employ- 
s:  Now  nobody  is  shocked  when  Louis 
Gerstner  Jr  jumps  from  R-JR  Nabisco 
c.  to  IBM. 

What's  important  in  a  winner-take- 
1  market  is  not  absolute  peifoiTnance 
it  relative  results.  Being  really  good 
ill  not  cut  it:  You  have  to  be  better — 
perceived  as  better — than  all  others 
gain  star  status.  T^ke  Maiy  Lou  Ret- 


ton,  the  gymnast  who  took  the  Olympic 
gold  in  1984.  As  the  authors  point  out, 
"her  endorsement  contracts  have  eai'ned 
her  millions  in  the  years  since  her  med- 
al. But  although  Retton's  victory  over 
the  silver  medalist  came  by  only  a  shm 
margin,  today  almost  no  one  can  even 
remember  the  runner-up's  name."  (It 
was  Romania's  Ecaterina  Szaba).  Like- 
wise, Microsoft's  Bill  Gates  became  a 
billionaire  because  his  company's  soft- 
ware lords  it  over  the  computer  field. 

Nor  are  human  beings  the  only  ones 
to  compete  in  winner-take- 
all  markets,  say  the  au- 
thors. Technologies,  nations, 
and  novels  vie  for  the  top 
spot,  too.  For  example,  VHS 
overtook  Betamax  technol- 
ogy to  become  the  primaiy 
way  to  view  and  record 
videos:  No  dealer  nowa- 
days would  even  attempt 
to  sell  a  Beta  vCR. 

While  some  of  this  anal- 
ysis is  not  new,  Frank  and 
Cook  break  ground  by 
credibly  linking  the  win-at- 
all-costs  mentality  to  eco- 
nomic and  cultural  prob- 
lems. Income  inequality  is  the  most 
obvious  of  these,  but  there  are  other 
issues.  Among  the  winners  are  big  con- 
glomerates, which  exacerbate  social  in- 
equality and  lower  cultural  standards 
by  building  markets  around  lowest-com- 
mon-denominator products — ever-more- 
violent  movies  and  dumbed-down  news 
coverage,  for  example.  (That  doesn't 
mean  niche  markets  are  slighted:  The 
authors  describe  a  "coimtei-vailing"  bou- 
tique movement,  wherein  large  markets 
are  transformed  into  several  smaller 
ones,  such  as  microbreweries  and  spe- 
cialty clotliing  shops,  but  they  feel  this 
is  often  temporaiy  and  leads  to  a  new 
round  of  consolidation.) 

Winner-take-all  markets  also  encour- 


age bad  car-eer  choices:  On  a  large  scale, 
this  means  a  waste  of  economic  resourc- 
es. People  tend  naturally  to  overesti- 
mate their  ability  to  become  the  next 
George  Soros  or  Madonna,  the  authors 
report.  One  survey  shows  that  90%  of 
today's  workers  feel  they  are  more  pro- 
ductive than  the  median  worker  Many 
Americans,  it  seems,  live  in  Ganison 
Keillor's  mythical  Lake  Wobegon, 
"where  all  the  women  are  strong,  all 
the  men  are  good-looking,  and  all  the 
children  above  average."  Combine  that 
phenomenon  with  mai'ket  incentives  that 
lure  too  many  "contestants"  away  from 
realistic  job  choices,  and  you  have  signif- 
icant income  loss  and  a  much  less  pro- 
ductive economy. 

Then  there's  the  gi'owing  elitism  in 
higher  education,  perhaps  the  most  dis- 
tui'bing  consequence  of  the  winner-take- 
all  phenomenon.  Of  course,  the  Ivy 
League  colleges  have  always  enjoyed  a 
stellar  reputation,  but  today  they  and  a 
few  others  have  become  the  only  desti- 
nation of  choice  for  the  top 
students.  Tlie  author's  show 
how  America's  most  gifted 
young  people  flock  to  just 
20  or  so  institutions.  One 
example:  In  recent  years, 
59%  of  the  high  school  sen- 
iors recognized  by  the 
Westinghouse  Science  Tal- 
ent Search  em-olled  in  just 
seven  colleges,  up  by  more 
than  10  percentage  points 
from  the  1970s.  But  of 
course,  not  everyone — not 
even  all  the  highly  gifted 
students  in  the  U.  S. — can 
attend  the  top  20  colleges. 
Another  big  problem:  Businesses,  which 
once  recmited  at  many  imivereities,  now 
concentrate  their  recruiting  efforts  on 
the  same  few.  That  leaves  equally  qual- 
ified job  apph cants  out  in  the  cold. 

To  enhance  their  reputations,  univer- 
sities even  tiy  to  influence  the  media 
rankings  used  by  students  in  deciding 
where  to  go,  say  Frank  and  Cook.  Spe- 
cifically, the  authors  suggest  that  some 
graduate  schools  try  to  skew  business 
week's  ranking  of  the  top-20  business 
schools  to  move  up  in  the  sui-vey.  The 
authors,  however,  give  examples  only 
of  how  the  siu-vey  could  be  manipulated, 
such  as  assigning  the  best  professors 
to  the  students  they  believe  will  be  in 
the  BUSINESS  WEEK  sui-vey's  cohort.  But 
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WINNER-TAKE-ALL 
SOCIETY  M. 


XTow  More  and  More  .'\inericans 
Compete  for  Ever  Fewer  and 
Kiji^er  Prizes,  Fncoii racing 
Economic  Waste,  Income  Inequality, 
and  an  Impoverished  Cultural  Life 


RDBfRT  H  FRANK  -  PHILIP  J  COOK 


IN  BUSINESS-AS  IN  SPORTS  AND  MOVIES-TODAY'S 
STARS  HOG  AN  EVER-FATTER  SLICE  OF  THE  PIE 
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The  power  of  change.  Samsung  measures  it  one  step  at  a  tin 


Samsung  is  ready  to  meet  the  challenges  of  a 
changing  world.  We've  focused  our  energies 
into  developing  key  technologies  for  the  _m 
future.  Advanced  semiconductors 
for  imaging  and  multimedia.  ^P^' 


Biodegradable  materials  that  will  help 
preserve  our  ecosphere. 
Transportation  systems  for 
land,  sea  and  air.  Soon,  you'll  be  driving 
automobiles  manufactured,  controlled  and 


'i 


vered  by  Samsung's  technology.  With  each    The  Samsung  Group 
/  product,  we  are  ascending  to  heights  of 
Dvation  that  will  make  tomorrow's  world  a 
ter  place  for  all  of  us. 
e  step  at  a  time. 


CCAI,  105  Challenger  Rd.,  Ridgefield  Park,  NJ,  USA  07660  •  Fox:  201-229-6058 
Electronics:  World's  First  256-megabit  DRAM/FFT  LCD  Screens/High  Definition  TV's 
Engineering:  Aircraft/Passenger  Cars/Commercial  Vehicles/Electric  Cars/ 

Double-hulled  Tankers/High-speed  Ferries 
Chemicals:   Biodegradable  Resins/Fine  Chemicals 


C'  199S  The  Samsung  Group 


^^^^^^ 


One  Coninimraffis  Software. 


PROCOMM  PLUS  for  Windows. 


Integrating 

fax  with  data 
opens  up  a 

whole  new  work!  in 
eommunieations 
software. 


^  PROCOMM  PLUS  for 

(11mm]    Windows  2.1  is  here 

with  new  features  whicfi 
are  above  and  beyond  ail  other 
communications  software  programs. 
First  up,  you  have  access  to  complete 
fax  capabilities  including  a  fax 
viewer,  scheduling,  broadcast  send, 
and  the  ability  to  receive  faxes  in  the 
background;  all  from  right  within 
PROCOMM  PLUS  for  Windows. 

Plus,  you  can  access  your  local  area 
net  or  the  vast  global  village  via  the 


DATASTORM  •  P,0,  Bo; 


Internet  with  our  TCP/IP  support  for  Telnet 
connections  and  an  easy-to-use  FTP  hie  transfer 
_     and  hie  management  utility.  With 
J-iW  the  fully-customizable  Action  Bar,* 
you  can  easily  activate  frequently 
used  features  with  immediately 
understandable  icons.  You'll  find  our  new 
Dialing  Directory  smart  enough  to  serve  as  a 
single  phone  source  to  organize  voice,  fax  and 
data  calls.  Enhanced  ASPECT  scripts  automate 
on-line  sessions  with  services  like  CompuServe 
and  MCI  Mail.  Our  GIF  viewer  displays  graphics 
as  you  download  them. 
And  in  the  intuitive 
PROCOMM  PLUS 
tradition,  everything 
is  extremely  powerhil 
and  easy  to  use. 

Call  us  at 
1.800.474.1534 

or  visit  your  favorite 
computer  retailer. 


PROCOMM 

PLUS.'" 


for  \Nmkrm' 


TOTALLY  CONNECTED 


1471   •  Columbia.  MO  65205  •  314.443.3282 

thei' iflspmrlrve  noMen  CopyngwO  199S  DATASTORM  TECHNOLOGIES,  INC  All  iiglils 'MarvM 
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they  do  not  indict  any  specific  schoi;. 

There  are  problems  with  the  autln ; 
arguments.  Maybe,  they  say,  the  ecu 
my  would  benefit  if  all  those  actor-w : 
ers  hung  up  their  ambitions  to  pur, 
other  careers.  But  would  the  aspi)-. 
thespians  be  any  happier?  Would  Am 
ica  be  better  off  if  Herman  Melville 
failure  as  a  wi-iter  in  his  lifetime,  I 
concentrated  on  his  work  at  the  V 
Customs  House  rather  than  dream 
about  the  white  whale?  Besides,  \\ 
would  serve  us  caffe  latte? 

Still,  the  thesis  is  generally  con\  i 
ing.  So  if  the  mania  to  be  No.  1  is  .-^i  >  ' 
structive,  how  do  we  curb  it?  Unfor 
nately,  the  book  falls  short  on  practi 
solutions.  Frank  and  Cook  say  private 
not  public — means  should  do  the  joli 
restricting  individual  behavior  Fur 
stance,  as  TV  shows  become  more  v 
lent  in  quest  of  bigger  audiences,  p  - 


The  winner-take-ail 
phenomenon  often 
results  in  poor  use  ol 
economic  resources 


ents — not  government  censors — c 
fight  back  with  the  "V-chip,"  which 
lows  them  to  restrict  their  childre 
viewing.  And  to  counter  any  tenden 
toward  cheating  in  sports,  there  are  i 
cietal  pressures  and  rules  that  are  i 
and  enforced  by  sports  leagues. 

But  the  authors'  other  solutions  ( 
pend  on  government  action.  To  reb 
ance  income  distribution  and  penali 
people  for  ostentatious  spending  habi 
Frank  and  Cook  would  replace  the  ci 
rent  income-tax  system  vnth  a  consun 
tion  tax.  And  they  argue  that  legislati 
tort  refoiTn  and  changes  in  health-ca 
financing  would  curb  the  incomes  of  la 
yers  and  doctors  and  make  these  occ 
pations  less  desirable. 

The  popularity  of  television  sho\ 
such  as  Law  &  Order  and  er,  howevi 
suggests  that  Americans  are  intrigui 
by  those  professions  even  when  repi 
sented  by  poorly  paid  district  attorne 
and  hospital  residents.  And  changii 
tax  laws  won't  stop  Bobby  Bonilla  wa| 
nabes  from  working  on  their  hitting  i| 
stead  of  their  homework.  Hey,  not  evil 
basketball  stai-  Michael  Jordan  could  r| 
sist  that  sir'en  song. 

BY  KATHLEEN  MADIG/I 

Madigan  tracks  the  economy's  wii 
ners  and  losers  in  BUSINESS  WEEf\ 
Business  Outlook  column. 
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"...  East  is  East  and  West  is  West 
and  never  the  twain  shall  meet. 


Rudyard  Kipling 
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We  beg  to  differ,  w 
Mister  Kipling,  s 


Tetra  Laval 
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UNITED 
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Cyprus'  strategic  position,  at  the  crossroads  of  three  continents, 
has  played  a  major  role  in  its  development  as  a  base 
for  many  of  the  world's  leading  multinationals. 
Located  half  way  between  New  York  and  Tokyo,  the  island 
is  the  obvious  choice  for  companies  wishing 
to  manage  their  international  activities  effectively. 


For  more  information  about  Cyprus  please  contact: 
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THE  CENTRAL  BANK  OF  CYPRUS 

International  Division 
P.O.Box  5529,  Nicosia,  Cyprus 
Telephone:  +357  2  394225 
Fax:  +357  2  378164,  Telex:  2424  Central  Cy 
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view  brought  to  you  by  new  Microsoft  Office 


Introducing  new  Microsoft  Office 

for  Windows  95 


Software  that  removes  the  barriers  between  people  and  the  full  potential  of  their  applications. 


It's  not  about  new  buttons  and  features.  It's  about  software  that  reveals  its  capabilities  and  features.  Features 
that  make  users  more  productive.  lntelliSense"'technology  makes  everyday  tasks  as  basic  as  entering  text  easier 
'-W    Spell-checking  and  formatting  happen  automatically,  on  the  fly.  Built-in  wizards  walk  users 
through  more  complex  tasks  step-by-step.  Tasks  like  building  a  relational  database  from 
scratch,  setting  up  a  meeting,  or  building  a  presentation.  When  users  have  questions 
about  how  to  do  something,  they  ask  the  new  Answer  Wizard,  in  their  own  words.  "How 
do  I  get  this  page  to  print  sideways?"  It  shows  them  how.  It  frees  M.I.S.  people  from 
time-consuming,  repetitive  questions.  The  new  Office  Binder  lets  users  create  a  single 
document,  using  files  from  different  applications.  They  can  save  it  and  print  it  as  one. 
In  other  words,  the  software  now  conforms  to  the  task.  To  the  user.  That's  why  research  shows  users  are  now 
37%  faster  at  creating  and  editing  documents,  managing  files,  and  analyzing  data  with  new  Microsoft®  Office* 


With  Office  as  your  deslitop  standard,  the  door  is  wide  open 
between  users  and  the  information  they  need  to  do  their  jobs. 

Because  Microsoft  Office  supports  open 
standards,  users  can  access  data  on 
individual  desktops  or  mainframes,  inside 
company  servers,  or  somewhere  on  the 
Internet.  With  the  Microsoft  Exchange  Inbox 
in  Windows  95,  they  can  use  Microsoft  Word 
as  their  e-mail  editor,  taking  advantage  of 
its  powerful  formatting  options  and  flexibility  to  better  express  ideas, 
to  pass  along  information.  Working  together  becomes  more  collaborative, 
more  seamless.  Different  people  can  work  on  the  same  Microsoft  Excel 
spreadsheet  lists  simultaneously.  Presentation  Conferencing  in  PowerPoint" 
lets  people  hold  meetings  and  make  compelling  presentations  without  ever 
leaving  their  offices.  Microsoft  Schedule+,  a  new  member  of  the  Office  suite, 
lets  them  arrange  meetings  without  ever  making  a  phone  call.  With  common 
tools,  people  communicate  more  effectively.  Work  together  more  effectively. 


Microsoft 


WHERE   DO  YOU   WANT  TO  CO  TODAY? 


To  i,ve      outodenio  and  niore.  go  'O  hUf     ^,/"/'.v  TicrCiC'ft.cofn/msoffice. 

Microsoft.  Corporation.  All  rights  n  vod  Micio'.oft,  PowerPoint.  Vi->ua\  Basic,  Windows,  and  the  Windows  logo  are  registered  trademarks  and  InteltiSense,  the  Windows  Sta; 
i  J  iMK'ra  Go  Yoii  W:)nt  To  Go  Today?  ate  !i;i-:Jeniarks  o(  Micrcsoft  Corporation.  *  According  to  a  test  conducted  by  Kelty  Services. 


Build  custom  applications  that  reflect  the  way  your  company  works,  that 
streamline  specific  tasks,  that  help  you  implement  your  corporate  strateg^y. 

Using  Visual  Basic®  for  Applications,  OLE  automation,  and  the  preexisting  programmable 
objects  inside  Office,  your  company  can  build  customized  applications  for  inventory  tracking, 
sales  force  automation,  and  executive  reporting.  Use  3,000,000  lines  of  existing  code  to 
build  them  quickly  and  cost-effectively,  to  avoid  the  development  backlog  almost  every 
^jfm^  company  experiences  today.  Build  them  out  of  the  familiar  Office^ 

applications  that  people  inside  your  company  use  every  day. 
Custom  applications  that  can  take  advantage  of  IntelliSense,  built- 
in  wizards,  and  Office  integration,  More  than  500,000  developers 
currently  use  Microsoft  Office  as  a  development  platform,  because 
it  enables  companies  to  respond  faster  to  competition  and  to 
implement  corporate  strategies  in  months,  not  years. 


How  you  can  take  full  aifvisntage  of  Wto^&wai 


New  Microsoft  Office  was  designed  to  work  hand-in-hand  with  the  Windows"*  95  operating  system  and  its 
simplified  user  interface.  Together  with  32-bit  performance,  long  filenames,  shortcuts,  and  the  advano«| 
muttitasking  inherent  in  Windows  95,  new  Microsoft  Excel,  Word,  PowerPoint,  Microsoft  Access,  and  Schedule+ 
make  computing  fundamentally  easier  and  faster.  They  make  users  more  productive.  For  more  mformation 
regarding  the  productivity  advantages  of  Microsoft  Office  for  Windows  95,  call  800-607-6872,  Dept.  HHW. 


I^chnology  &  You 


BY  STEPHEN  H.  WILPSTROM  

PRICE  WARS 
POWER  UP  OUALITY 


In  the  early  days  of  per- 
sonal computers,  it  was 
depressingly  common  to 
pull  a  brand-new  computer 
out  of  a  box,  set  it  up,  turn 
on  the  switch — and  see  abso- 
lutely nothing  happen.  It's 
been  several  years  since  I've 
seen  a  dead-on-arrival  ma- 
chine. The  rash  of  failures 
that  used  to  plague  PCs — 
fi'om  crashing  hard  disks  to 
dying  keyboards — have  all 
but  disappeared. 

Remarkably,  the  improve- 
ment in  hai'dwai"e  quality  has 
come  during  an  unre- 
lenting price  war  that 
has  kept  manufacturers 
under  a  constant  cost 
squeeze.  In  the  fiscal 
year  ended  last  Januaiy, 
for  example,  Dell  Com- 
puter Corp.'s  operating 
margin  was  a  slim  7%. 
But  far  ft"om  prompting 
manufacturers  to  cut 
comers,  the  pressure  is 
forcing  them  to  get  it 
right  the  fii"st  time  and 
save  money  on  returns 
and  technical  support 
calls.  "It's  a  lesson  the 
Japanese  taught  us," 
says  Webb  McKinney, 
general  manager  of  Hewlett- 
Packard  Co.'s  home-products 
division.  "Quality  i-esults  in 
lower  total  cost." 
SIMALLER  CHIPS.  In  short,  the 
price  wars  have  brought 
about  more  than  just  lower 
prices.  Improvements  in  qual- 
ity are  likely  to  continue, 
thanks  in  large  part  to  better 
technology.  Ever  smaller, 
more  powerfid  chips  are  an 
example.  A  five-year-old  net- 
work interface  card  I  found 
in  my  office  contained  39 
chips.  The  entire  system 
board  of  a  new  Macintosh 
Performa  5200  carries  just  19. 


Fewer  components  means 
fewer  points  of  potential  fail- 
ui'e  and  less  chance  of  errors 
in  assembly.  "There's  a  dii-ect 
correlation  between  simplic- 
ity and  quality,"  says  Rick 
Smith,  director  of  quality  for 
Compaq  Computer  Corp.'s 
desktop  operations. 

Factors  as  mundane  as  sol- 
dering technology  affect  cost 
and  quality.  Early  circuit 
boards  were  made  by  insert- 
ing components  through 
holes,  and  the  solder  joints 
were  prone  to  weaken  or 


shoil-cii-cuit.  Now,  automat- 
ed machinery  solders  the 
chips  dir-ectly  onto  metal  trac- 
es on  the  board,  a  method 
that  is  both  cheaper  and 
more  reliable.  Intel  supplies 
some  new  Pentium  chips  on 
spools  of  film  that  can  be 
bonded  directly  to  circuit 
boards  by  ultra-precise  as- 
sembly machines.  "Oiu-  indus- 
try has  moved  faster  than 
most,"  says  Mai  D.  Ransom, 
vice-president  for  marketing 
at  Packard  Bell.  "We've  done 
in  five  years  what  took  the 
auto  industiy  50." 

Manufacturers  report  that 


returns  due  to  defects  have 
become  rare.  Acer  America 
Corp.,  which  sells  its  ma- 
chines mainly  through  mass- 
market  retailers,  gets  about 
5%  of  them  back,  but  inspec- 
tion shows  no  defects  in  the 
overwhebning  majority.  Steve 
Garcia,  product  manager  for 
Acer,  speculates  that  most  of 
the  machines  are  returned 
because  customers  found  a 
better  deal  at  another  retail- 
er or  they  simply  changed 
their  minds.  Dell,  which  sells 
directly  to  generally  more  so- 
phisticated customers,  reports 
only  about  1%  returns  for  all 
causes. 

SOFTWARE  SLIPS.  Of  course, 
computers  have  room  for  im- 
provement. The  biggest  area 
for  further  quality  improve- 
ment is  disk  drives.  Unhke 
solid-state  chips,  mechanical 
devices  wear  with  age  and 
disk  drives  remain  the  most 
trouble-prone  compo- 
nent. Another  area  ripe 
for  improvement  is  prod- 
uct support  and  advice. 
Judging  fi"om  the  grum- 
bling I  hear  from  read- 
ers, it's  harder  than  it 
should  be  to  get  help 
over  the  phone,  and  get- 
ting a  broken  machine 
fixed  is  worse. 

Even  so,  the  whole 
fjuality  picture  for  com- 
puters is  better  than  in 
the  much  more  profit- 
able software  industry. 
It's  the  only  business  I 
know  of  where  manufac- 
turers routinely  sell 
products  they  know  to  be  de- 
fective— ^and  customei-s  accept 
"We'll  fix  it  in  the  next  re- 
lease" as  a  response.  Win- 
dows 95,  for  example,  was 
shipped  out  with  dozens  of 
glitches  that  won't  be  fixed 
until  a  November  "tune  up." 
It's  too  bad  that  consumers 
can't  expect  their  software  to 
work  as  reliably  as  the  hard- 
ware it  runs  on.  Then  the 
personal  computer  would  be  a 
lot  closer  to  what  many  in- 
dustry executives  say,  with 
some  hyperbole,  is  their  goal: 
A  product  that's  as  easy  to 
use  as  a  toaster 


BULLETIN  BOARD 


HARDWARE  | 
JAZZY  INK-JETS  I 

With  a  slew  of  excellent,  inex^ 
pensive  color  printers  crowd- 
ing the  market,  manufactur- 
ers are  turning  to  software  tc 
make  their  products  stand 
out.  Canon  Computer  System 
Inc.  (800  848-4123)  is  mak- 
ing its  fall  line  of  ink-jets  int 


arts-and-crafts  machines. 
The  $250  BJC-210,  $350  BJC 
4100,  and  $550  BJC-6I0 
come  with  Windows  software 
to  produce  greeting  cards, 
stationery,  colored  stickers, 
and  needlepoint  patterns.  Yd 
can  also  print  on  fabric  or 
create  iron-on  transfers. 

SOFTWARE 
NEWS  FLASH 

Business  Wire,  a  distributor  ( 
corporate  announcements  an 
news  releases,  has  a  new  de 
livery  system.  For  $14.95  a 
month,  it  will  give  you  a  pri- 
vate page  on  its  World  Wide 
Web  server.  Just  specify  the 
information  you  want  to  see 
on  what  classes  of  compa- 
nies. Then  retrieve  the  mfor- 
mation  with  Netscape  or  any 
Web  browser.  Brief  summarie 
of  releases  appear  on  your 
Web  page,  sorted  by  category 
with  the  full  text  available  by. 
clicking  on  the  headline.  For 
more  information,  check 
http://www.hnt.com/bizwire. 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 
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The  DEFIiNMTY'^  Communications  System. 
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Multimctlia  i,s  the-  tiiture  of  communi- 
cations. And  tlic  convergence  of  voice, 
video  and  data  on  fast,  high-band- 
width networks  is  how  it  will  be 
achieved.  But  you  have  to  make  deci- 
sions right  now  on  implementing  the 
multimedia  applications  yoti  ll  need  in 
the  future,  knowing  that  if  you  run  those  applications  on 
disparate  networks  and  through  multiple  switches,  your 
costs  could  go  through  the  roof.  What's  the  answer? 

It's  (.lur  DEFINITY*  Communications  Sy.stem.  Not  only 
will  it  optimize  your  existing  investment  as  well  as  pro- 
vide support  for  future  ATM  applications,  the  DEFINnT 
System  also  delivers  TCP/IP  functionality  throtigh 
the  DEFINITY  LAN  Gateway,  an  integral  LAN  board  that 
gives  you  direct  Ethernet  connections,  positioning  you 
today  for  that  future. 

With  ,SNMF  support  for  simplified  management,  the 


DEFINIH'  System  fulfills  all  the  promi.se  of  CTl  becau.se 
it  will  allow  you  to  manage  all  volii  resources  across 
your  network.  So  why  take  chances  with  multimedia 
application  implementation'' 

The  DEFINiT\'  Sy.stem  GW-i  gives  you  enterprise- 
V(  ide  capabilities  both  today  and  tomoriow  as  well  as 
the  AT&T  quality  and  commitment  to  our  cusKjmers. 
No  matter  how  big  they  grow. 

For  more  information  on  the  I)EFINIT'\'  System  G3V4 
call  I.S()n,^2S-fMi,  ext.  "2,-). 


ASS3L.  Where  innovation  leads. 


AT&T 


One  of  the  largest  teams 
at  the  Olympic  Games  does  not 
run,  swim  or  jump. 


While  this  team  may  not  be 
particularly  athletic,  its  training  requires 
the  same  precision,  dedication  and 
grueling  regimen  of  an  Olympic  athlete. 
It  is  the  team  of  Matsushita  engineers  and 
technicians  committed  to  help  broadcast 
more  than  3,000  hours  of  Olympic  events 
to  the  world. 

But  our  role  at  the  Olympic  Games 
goes  far  beyond  technological  support. 
As  Official  Broadcast  Equipment  and 
System  Supplier,  Matsushita  Electric  has 
joined  with  Clark  Atlanta  University  and 
Atlanta  Olympic  Broadcasting  to  create 
an  innovative  program.  Using  the  same 
Panasonic  digital  video  equipment  that 
will  capture  the  drama  of  the  Olympic 
Games,  some  1200  students  are  training 
in  the  hopes  of  becoming  part  of  the 
broadcast  team  for  the 
Olympic  Games. 

This  innovative  program 
is  just  one  example  of  what 
Matsushita  means  when  we  say, 
\(lantaV»%  "We're  more  than  a  sponsor, 
we're  part  of  the  team." 


™  'Q  1992  ACOG 


IVIatsuslilta  Electric 

Panasonic  Technics  txuasar 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


HOW  TO  SCUTTLE  OVERFISHING? 
TAX  THE  CATCH 


NO  QUOTAS: 

Limiting  the 
total  take  just 
encourages  a 
rush  out  to 
sea.  A  tax 
system  would 
spread  fishing 
over  the 
season  and 
raise  funds 


Gary  S-  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


AS  a  summer  resident  of  Cape  Cod,  the 
Massachusetts  seashore,  I  reaHze  that 
the  importance  of  fishing  for  food,  live- 
Hhood,  and  sport  may  be  a  bit  out  of  pro- 
portion there.  But  the  local  debate  on  controls 
over  the  striped  bass — called  stripers,  a  de- 
lectable white  lish  and  longtime  staple  of  gas- 
tronomes on  the  Cape — is  a  concrete  example 
of  the  general  issue  of  obstacles  to  intelli- 
gent regulation. 

In  the  1970s,  the  stock  of  striped  bass  in 
ocean  waters  offshore  from  Maine  to  Maiy- 
land  became  seriously  depleted  because  of  a 
combination  of  di'oughts,  pollution  in  breeding 
grounds,  and  ovei-fishing.  In  response,  Massa- 
chusetts and  other  states  in  the  region  estab- 
lished strict  quotas  for  commercial  and  recre- 
ational fisWng.  Ovei-fishing  may  not  have  been 
the  main  reason  for  the  dwindling  supply,  but 
environmentalists  made  a  persuasive  case 
that  restrictions  on  fishing  could  help  restore 
the  stock. 

Massachusetts  placed  a  ceiling  on  the  ag- 
gi'egate  catch  of  stripers  by  commercial  fish- 
ers. Unfortunately,  this  is  a  very  poor  way  to 
control  fishing,  because  it  encourages  each 
fishing  boat  to  catch  as  much  as  it  can  early 
in  the  season,  before  other  boats  bring  in 
enough  fish  to  reach  the  aggregate  cjuota  that 
applies  to  all  of  them. 

"FISHLESS  WEEKS."  This  is  precisely  what 
happened  last  year,  when  the  Massachusetts 
commercial  quota  of  200,000  pounds  was  al- 
ready reached  by  the  end  of  July,  well  before 
the  nonnal  finish  to  the  fishing  season  in  Sep- 
tember. The  rush  to  catch  stripers  early 
sharply  lowered  the  wholesale  price  while 
fishermen  had  a  lot  to  sell.  The  price  then  in- 
creased steeply,  after  the  quota  was  exhaust- 
ed and  not  much  striper  was  on  the  market. 
Tlie  perverse  incentives  pi'ovided  by  the  quo- 
ta added  to  the  difficulties  of  making  a  living 
from  fishing  in  this  region. 

The  number  of  sti'iped  bass  in  the  waters 
off  the  coast  has  grown  rapidly  in  recent 
years — perhaps  because  the  controls  over  fish- 
ing helped  in  the  breeding  of  additional 
stock — so  Massachusetts  increased  the  com- 
mercial allowance  to  750,000  pounds  in  1995, 
nearly  four  times  the  1994  level.  Because 
even  this  larger  quota  was  expected  to  be 
reached  early,  the  state  tried  to  spread  out 
the  catch  over  the  season  by  proWbiting  com- 
mercial fishing  for  stripers  during  "fishless 
weeks"  for  stripers.  As  a  result,  fresh  striper 


has  been  both  expensive  and  scarce  dur 
these  weeks. 

A  much  better  way  to  regulate  fishing  tl 
quotas  and  fishless  weeks — and  one  tl 
should  appeal  to  consumers,  fishermen,  spoi 
men,  and  taxpayers  alike — is  for  the  states 
tax  the  amount  of  fish  caught.  The  tax  wo 
vary  by  weight  and  size,  so  that  catching 
cessively  small  and  young  fish  could  be  per 
ized  severely.  The  pi'esent  rales  requii'e  sti 
ers  below  a  miniinum  size  to  be  thrown  ba 
ONE  A  DAY.  The  size  of  the  tax  would  cont 
the  total  catch,  because  fishing  for  strip 
would  decrease  when  the  tax  rate  is  higl 
This  approach  eliminates  the  incentive  un( 
the  present  system  to  catch  fish  early  in  ' 
season,  since  fishermen  who  are  taxed 
their  catch  have  no  reason  to  attempt 
bring  in  stripers  before  competitors  do. 
stead,  they  would  spread  their  fishing  o^ 
the  season  and  try  to  catch  more  fish  wl 
prices  are  higher 

Recreational  fishermen  may  be  responsi 
for  more  than  half  the  total  stripers  caug 
which  is  why  they  too  are  regulated.  Mas 
chusetts  presently  allows  each  person  fish 
to  catch  one  striper  per  day.  The  same 
rate  should  apply  to  both  commercial  a| 
recreational  fishing,  since  the  effect  on  i 
stock  of  stripers  in  the  sea  is  no  diffen 
when  fish  are  caught  by  one  gi'oup  or  1 
other. 

A  system  of  taxes  on  fish  caught  by  co 
mercial  and  foi-hire  recreational  fishing  bo 
is  no  harder  to  implement  than  monitor 
the  catch,  as  required  by  the  present  qui 
system.  A  tax  has  the  fiirther  advantage 
providing  additional  state  revenues,  wh: 
could  be  used  to  fund  research  on  the  caui 
of  the  large  and  distui'bing  fluctuations  in 
stock  of  striped  bass  and  other  fish  and  to  f 
ways  of  improving  the  marine  environmer 

It  is  not  easy  to  enact  sensible  contr 
even  in  a  small-scale  industry  such  as  flshi 
for  striped  bass,  where  the  case  for  regulati 
is  rather  strong.  One  must  wonder  abet 
what  happens  in  the  larger  political  area 
when  the  advantages  of  regulation  are  qui- 
tionable,  especially  in  large  national  ind'" 
tries  with  lots  of  media  attention.  This  ma.\ 
paiticularly  i)ertinent  to  ciurent  disputes  n\t 
general  environmental  regulations  and  dei-i ,) 
lation  with  regard  to  health  and  safety 
sues.  This  is  the  main  lesson  about  regulat 
from  the  big  fish  story  on  the  Cape. 
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Look  like  a  bigger  fish  with  a  Ricoh  digital  color  copier.  The  world's  smallest  toner  particles 
deliver  the  finest  color  presentations  ever.  Faster  than  ever.  The  world's  fastest  first  copy. 

The  most  copies  per  minute.  And  computer  connectable.  All  in  the  same  full  line  of 
-  digital  color  copiers.  This  means  unmatched  performance 

and  unprecedented  productivity.  It  also  means  Ricoh  now 

leads  the  world  in  digital  color  copier  technology.  Make  a 

bigger  splash.  Call  us  at  1-800-63-RICOH. 


THE   NAME   TO  KNOW 
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INTRODUCING  Vanguard  Horizon  Fund 

A  New  Way  For  Long-Term  Investors  To  Supplement  Their  Core  Holdings 


A  Unique  Series  Of 
Low -Cost  Portfolios 

If  you  already  have  a 
core  portfolio  -  one  that 
balances  stocks,  bonds, 
and  money  market 
instruments  -  and  you 
want  to  add  something 
more  aggressive, 
Vanguard's  new 
Horizon  Fund  can  help. 

And,  because  Horizon 
Fund  is  from  Vanguard, 
each  Portfolio  has 
significantly  lower 
operating  costs  compared 
to  the  average  of  other 
actively  managed  funds. 
(Source:  Morningstar,  Inc.) 

Developed 
Exclusively  For 
Long-Term  Investors 

Moving  one  step  closer 
to  your  long-term  goals, 
such  as  retirement,  may 
require  investment 
flexibility,  and  a  long- 
term  investment  horizon. 
Horizon  Fund  is  designed 
for  investors  who  can 
afford  to  ride  out  the  ups 
and  downs  of  the  market 
in  pursuit  of  maximum 
long-term  total  return. 


I 


Four  Aggressively  Managed 
Portfolios  Seeking 
Maximum  Total  Returns 

1 

Global  Equity  Portfolio 

The  Global  Equity  Portfolio  will  invest  in 
stocks  of  U.S.  and  foreign  companies  with 
attractive  total  return  prospects.  This  Portfolio 

provides  investors  with  a  convenient  way  to 
participate  in  equity  markets  around  ;he  world 
through  a  single  stock  fmid  that  is  global  in  scope. 


Global  Asset  Allocation  Portfolio 

The  Global  Asset  Allocation  Portfolio  will  invest 

in  stocks,  bonds,  and  cash  reserves 
(both  U.S.  and  foreign)  in  constantly  changing 
asset  and  country  allocations. 


Capital  Opportunity  Portfolio 

The  Capital  Opportunity  Portfolio  will  invest 
in  smaller  company  stocks  (primarily  in  the  U.S.) 

with  rapid  earnings  growth  prospects.  The 
Portfolio  is  expected  to  concentrate  its  holdings 
in  as  few  as  25  to  50  stocks. 


Aggressive  Growth  Portfolio 

Tlie  Aggressive  Growth  Portfolio  seeks  the  best 
opportunities  across  the  entire  U.S.  equity  market. 
In  searching  for  the  highest  returns,  the  Portfolio 
manager  will  consider  larger  and  smaller  companies 
as  well  as  value  and  growth  stocks. 


1%  Redemption 
Fee  Discourages 
Short-Term  Traders 

Horizon  Fund  imposes 
a  1%  redemption  fee  on 
shares  held  less  than 
five  years.  The  1%  fee  is 
paid  directly  to  the  fund 
itself  to  offset  the  costs 
of  short-term  trading. 

For  The  Times  When 
You  Can  Afford 
Additional  Risk 

Seeking  an  aggressive 
long-term  investment 
does  require  above- 
average  risk.  The 
Portfolios  are  designed 
for  investors  with  the 
perspective,  patience, 
and  financial  resources 
to  assume  above  average 
risk  and  volatility  for  the 
potential  of  achieving 
above-average  return 
on  their  investments. 
Tlie  minimum  initial 
investment  is  $3,000; 
$500  for  IRAs.  And 
there  are  no  sales 
commissions  or 
12b-l  chaiges. 


Call  1-800-523-3574 

For  Further  Information  Or  To  Request  An  Information  Kit 

Hif  kit  contains  a  prospectus  with  more  complete  information  on  the  1%  redemption  fee,  advisory  lees,  distribution  charges, 
and  other  expenses.  Please  read  it  carefully  before  investing  or  sending  money.  C>  Vanguard  Marketing  Corp..  Distributor 

IMPORTANT  INFORMATION  FOR  INVESTORS:  A  subscription  period  for  Vanguard  Horizon  Fund  is  scheduled  to  begin  on  June  30.  1995, 
and  end  on  August  14,  199,'j.  During  this  period,  purchases  by  check  or  wire  will  be  invested  in  money  market  instruments  to  allow  the  Portfolios 
to  accumulate  sufficient  assets  for  investment  beginning  August  14,  1995.  Written  exchange  requests  out  of  other  Vanguard  Portfolios  into  the 
new  Vanguard  Horizon  Fund  received  during  the  subscription  period  will  be  executed  at  the  end  of  the  subscription  period  on  August  14.  1995. 

TH  ^^uvaiardGROUP 

*-FoF  INVESTMENT  COMPANIES. 


Ibe  8Ar  System  is  Our  Strategic 
Clioice  for  Investment  Decisions" 


Moser  contends  thai  using  the 
SAS  System  has  also  turned  tracHtional 
developer/end  user  wars  into  "a  coopera- 
tive process.  Now  they  sit  side  hv  side. 
l)uil(Hng  the  apiihcation  together."  And 
saving  the  hank  l)oth  time  and  monev. 

Uhitnatelv.  of  course,  its  up  to  tlie 
customer  to  decide  how  individual  port- 
fohos  should  he  investetl.  Hut,  with  the 
SAS  System  as  the  tool 
loi'  turning  their  data 
into  meauinglu!  inlor- 
mation.  liHS  linancial 
analysts  can  he  certain 
those  decisions  are 
haseil  on  the  most  com- 
prehensive. u|)-to-(late 
information  available. 


With  Productivity  Gains 
ofOpto200%,tiie 
Union  Bank  of  Switzerland 
Finds  UiMadeUie 


RigiitOeclsion...aliout 


Tlie  Union  Banii  oi  Switzerland  i  s  the  largest  l)ank  in  Switzerland. 

Core  to  the  hanks  success  is  its  re|)Utation  for  personalized 
customer  sei'vice  among  large  investors.  I^rovuluiii  that  sen'ice 
is  the  job  of  UBS"  team  of  investment  research  analvsts.  who  sup|)oi1 
portfolio  managers  and  investment  advisors  in  detemiinitig  what  to  buy, 
what  to  sell,  anil  when. 

They're  finding  answers  in  the  SAS  System,  which  enables  over  70 
financial  analysts  to  advise  portfolio  managers  on  the  Ijest  portfolio  mix. 
"Our  strategy  is  to  find  ways  to  enable  analvsts  and  financial  advisors  to 
handle  infomiation  more  easily  and  (|uicklv."  savs  UBS  Vice  President 
Beat  Moser.  "What  that  meant  was  finding  a  software  tool  tliat  could 
eliminate  the  redundancy  of  information  and  time  caused  by  the  use  of 
several  different  analysis  products — each  liiTiited  in  terms  of  function- 
ality and  ability  to  access  key  data.  And  it  meant  finding  a  tool  that 
allowed  applications  to  be  develo|)ed,  and  changed,  fast." 

Smart  Move,  Smart  nnoney  Moser  believes  that  L  BS  has  lesolved  those 

challenges  in  their  choice  of  the  SAS  Svstem  as  their  strategic  software. 
"Our  previous  system  required  manv  labor-intensive  ste|)s  as  data  was 
moved  from  one  software  product  to  anotlier."  lecalls  Moser.  "Today  data 
access,  management,  and  summarization  is  handled  automatically  by  the 
SAS  System.  This  has  given  us  productivity  gains  of  up  to  200%  in  some 
areas.  The  SA.S  Svstem  is  fully  integraletl  anil  meets  most  of  our  analysis 
needs  —  it's  our  strategic  choice  in  various  research  units  of  our  bank." 


Software  and  Much  ilHore. 


To  r»'C'eiv«»  a  SAS  System  H\<Tiili\c 
Siuiuiiai'y,  jiivt'  us  a  call  or  ><>iul  us 
E-iiiail  al  l)\v@sas.sas.coiii 


D'emS' System 
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Economic  Trends 


BY  MICHAEL  J.  MANDEL 

LEAKS  IX  THE 
PIPELINE'  THEORY 

A  new  look  at  how  inflation  works 

Foi-  inflation-waiy  Wall  Street  econo- 
mists, the  sudden  i-ise  in  commodity 
prices  in  late  1994  and  eai'ly  1995  was  a 
sign  of  impending  consumer-price  infla- 
tion. The  talk  back  then  was  that  a  rise 
in  the  price  of  raw  materials  v.  ould  in- 
e.xorably  travel  do\™  the  "inflation  pipe- 
hne."  forcing  companies  to  i'aise  prices 
for  the  goods  they  sold. 

But  a  new  study  from  economist 
Todd  E.  Clark  at  the  Federal  Reser\-e 
Bank  of  Kansas  City  casts  some  doubt 
on  the  pipeline  theoiy.  He  found  that 
the  cioide-materials  producer-price  in- 
de.x  can  often  soar  or  plummet  without 
affecting  consumer  prices.  Costs  of  raw 
materials,  for  instance,  rose  sharply  in 
1987  without  greatly  pushing  up  con- 

NO  REASON  TO  WORRY 


INFLATION  OVER 
PREVIOUS  SIX  MONTHS 

—  AT  ANNUAL  RATES  — f 
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The  pipeline  theory  breaks  down. 
Clark  ai'gues,  because  prices  of  consum- 
er goods  depend  more  on  productivity 
and  labor  costs  than  on  raw  materials. 
In  today's  coijjorate  en\ii'onment — with 
productivity  lising,  wages  flat  or  fall- 
ing, and  health-care  co.sts  moderating — 
companies  can  eani  good  profits  without 
raising  prices.  Indeed,  intense  competi- 
tion may  even  force  companies  to  lower 
their  prices. 

That  may  well  be  the  reason  why. 
despite  the  increase  in  raw-material 
prices  that  occun'ed  earUer  this  year, 
the  inflation  rate  for  .Imerican  consumer 
goods  has  been  falling  (chart).  How  low- 
can  it  go?  Edward  E.  Yardeni,  chief 
economist  at  Deutsche  Morgan  Gren- 
fell/C.-J.  Lawrence,  thinks  that  the  over- 
all consumer-inflation  rate  could  fall  as 
fai'  as  l.o'^i  in  1996. 


THE  ECONOMICS 
OF  AIDS 

Its  impact  may  be  less  than  feared 

By  any  measure,  the  aid.s  epidemic 
is  wreaking  terrible  havoc  on  a 
gjubal  scale.  Current  estimates  project 
that,  by  2000,  some  30  million  to  40 
million  people  throughout  the  world 
will  be  infected  with  Hiv,  the  virus 
that  causes  .\IDS. 

But  the  personal  and  social  tragedy 
aside,  aid.s  may  have  less  of  an  eco- 
nomic impact  than  feared,  accoixling  to  a 
new  report  by  David  E.  Bloom  and 
Ajay  ,S.  Mahal  of  the  National  Bureau  of 
Economic  Research.  Development  ex- 
perts originally  wonied  that  the  .^IDS 
epidemic  would  reduce  economic  gi'owth 
in  such  hard-hit  Afiican  nations  as  Tan- 
zania and  Malawi,  aid.s  was  thought  to 
be  more  common  among  highly  skilled 
urban  workers,  the  backbone  of  any 
economic  development  effort.  And  high 
medical  costs  for  aids  patients  were  go- 
ing to  drain  needed  ftinds  away  from 
economic  investment. 

In  compaiing  countries  with  high  and 
low  levels  of  .aids,  however.  Bloom  and 
Mahal  find  no  e\idence  that  per  capita 
income  gi-ew  more  slowiy  in  the  fonner 
group.  One  reason:  Many  developing 
countries  have  enough  suqjlus  labor  to 
make  up  for  the  AiD.s-related  losses. 
Moreover,  more  highly  educated  work- 
ers seem  to  be  taking  measures  to  pro- 
tect themselves. 

Despite  these  results.  Bloom  and  Ma- 
hal obser\"e  that  the  aid.s  epidemic  may 
do  serious  economic  damage  to  particu- 
laiiy  hard-hit  geogi'aphic  and  demo- 
graphic groups.  In  any  case,  the  human 
toll  of  aids  cannot  be  assessed  in  mere 
economic  teims. 


A  BLEAK  FITLRE 
FOR  PC  REPAIR 

The  job  boom  probably  won't  last 

When  cars  became  available  to  the 
average  American,  they  created 
a  whole  new  specialty:  the  auto  me- 
chanic. The  industiy  now  employs  more 
than  500,000  workers. 

Similarly,  today's  boom  in  home  com- 
puters leads  some  experts  to  sugge.st 
that  computer  repair  wiU  be  the  hot  oc- 
cupation for  the  second  half  of  the 
1990s.  The  Bureau  of  Labor  Stati-stics 
projects  a  substantial  increase  in  the 
number  of  computer-repau*  technicians 


over  the  next  decade.  Indeed,  after  s< 
eral  years  of  decline,  the  number  of : 
pair  technicians  for  computers  and  o" 
er  electronic  gear  took  a  leap  upwai-d 
1994  (chait). 

But  a  report  from  Dataquest  I: 
casts  doubt  on  the  future  of  this  boo 
let.  By  its  estimate,  spending  on  ha; 
ware  maintenance  i^- 


and  support  will 
slow  sharply  late 
in    the  coming 
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decade, 
annual 
rate  of 
1994-97 


from  an 
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down  to 


ELECTRONIC  AND 
COMPUTER  REPAIR 
TECHNICIANS 
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only  2.1%  growth 
in  "  1997-99.  The 
spending  on  hard- 
ware maintenance 
for  desktop  com- 
puters will  actual- 
ly fall,  as  the 
products  become 
cheaper  and  more 
reliable,  making  on-site  senice  less  n 
essaiy  (page  26).  "There's  not  a  lot 
profitability  in  senice."  says  Clyde 
boi^.  executive  director  of  the  Inter 
tional  Society  of  Certified  Electron 
Technicians.  "It's  a  liigh-expense,  lo 
dollar-value  business." 

Instead,  computer  makers  are  hiii 
lai'ge  numbere  of  telephone  support  p 
pie,  who  talk  customei-?  thi'ough  th 
hai'dwai'e  and  softwai'e  problems.  "0; 
89c  of  our  calls  tiuti  into  a  call  wh< 
we  need  to  send  out  a  replacem( 
part,"  says  .Jim  Collas,  \ice-presid« 
for  customer  support  at  Gateway  20 
A.S  befits  the  age  of  commtmication. 
key  tool  for  computer  repaii-  now  see 
to  be  the  telephone  rather  than  the 
dering  iron. 


THE  HARD-HIT 
L.S.  WORKER 

Wages'  share  of  the  pie  drops  aga 

The  latest  figures  from  the  Co 
merce  Dept.  confiirn  what  most  p 
pie  ab-eady  knew:  \Vorkei*s  are  still  t 
ing  it  on  the  chin.  Accoi-ding  to  a  rep 
released  on  Aug.  30.  the  shai-e  of  nati^ 
al  income  that  is  devoted  to  wag 
inched  dowTi  again  in  the  second  quar 
of  199-5.  hitting  59.8%.  which  is  a  n 
postwar  low. 

The  wage  shai-e  has  now  fallen 
five  straight  quarters.  And  benefits 
not  making  up  the  slack,  either:  Th 
shai'e  of  national  income  is  flat  over 
past  year. 
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ADVERTISEMENT 


5P0TUGHT  ON  BOOKS 

'hree  new  titles  BusinessWeek  readers  won't  want  to  miss 

yMark  G.  Graham 


[RUNE  ODYSSEY 

le  Airline  Industry's  Turbulent  Flight 
I  i.to  The  Future 

i  James  Ott  and  Raymond  E.  Neidl 
cGraw-Hill,  252  pages,  $24.95 
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THEAIBLINEINOUSTBY'S 
TURBULEHIT  FLIBitT 
INTO  THE  FUTURE 

)ver  the  last  five  years,  the  world  airline  indus- 
y  has  endured  more  upheaval  than  in  any  other 
)mparable  period  of  the  post-world  war  era."  So 
rite  long-time  industry  observers  James  Ott  and 
aymond  E.  Neidl  in  their  incisive  new  hook  Air- 
ne  Odyssey.  Drawing  on  hundreds  of  interviews 
ith  airline,  aerospace  and  government  officials, 
le  authors  offer  a  far-ranging,  behind-the-scenes 
ok  at  a  $203  billion  industry  that  is  still  reeling 
om  the  United  States  government's  1978  deci- 
on  to  deregulate  domestic  airlines.  It's  a  brave 
3W  world  of  corporate  battles,  dramatic  upheav- 
s  and  pivotal  personalities  that  mH  continue 
I  shape  the  airline  industry  well  into  the  21st 
jntury. 

Airline  Odyssey  analyzes  why  such  once  prof- 
able  carriers  as  Eastern  and  Pan  American  re- 
lly  failed,  and  which  airlines  may  be  doomed  to 
illow  in  their  footsteps.  It  features  in-depth  por- 
aits  of  the  Big  Three — American,  Delta  and 
nited — and  shows  how  low  fares  are  threaten- 
ig  their  future  profitability.  Ott  and  Neidl  also 
rovide  dramatic  details  of  United's  employee 
ikeover,  and  examine  spiraling  labor  costs, 
ipid  over-expansion,  rising  fuel  prices,  and  the 
ncertain  future  of  frequent  flyer  programs. 

Thankfully,  this  is  not  just  a  tale  of  misman- 
gement  and  failures.  Here,  too,  are  the  tri- 
mphs — like  the  Cinderella  success  story  of 
outhwest  Airlines.  Southwest  has  become  what 
16  authors  call  the  "avatar  of  the  new  domestic 
arrier,"  succeeding  when  its  owners  recognized 
niche  market  and  exploited  it.  The  book  also 
ffers  insight  into  the  groundbreaking  partner- 
iiip  of  KLM  Royal  Dutch  Airlines  and  Northwest. 


Hailed  as  "the  world's  most  advanced  alliance," 
the  KLM-Northwest  marriage  may  be,  according 
to  Ott  and  Neidl,  the  shape  of  things  to  come 
and  one  key  to  the  revitalization  of  the  airline 
industry. 

Airline  Odyssey  is  well-researched  and  en- 
gagingly written.  And  although  it  has  been  obvi- 
ously penned  for  the  general  public,  investors  in- 
terested in  long-term  trends  will  also  want  to  give 
it  a  read.  "The  past  is  prologue,"  writes  Ott  and 
Neidl  in  these  pages.  "The  upheavals  of  the  last 
five  years  are  just  a  taste  of  what  lies  in  store." 
For  the  moment,  however,  it  remains  to  be  seen 
whether  the  international  airline  industry  will  be 
be  able  to  adapt ...  or  go  the  way  of  the  dinosaurs. 


A  PASSION  FOR  SUCCESS 

Practical,  Inspirational,  and  Spiritual  Insight 

From  Japan's  Leading  Entrepreneur 

by  Dr.  Kazuo  Inamori 

McGraw-HiU,  192  pages,  $16.95 


Dr.  Kazuo  Inamori  is  no  stranger  to  success. 
He  is  the  founder  and  chairman  of  Kyocera 
Corporation  which  he  founded  in  1959,  with 
only  $10,000.  Today,  this  $5.76  billion  company 
is  on  the  leading  edge  of  technology,  produc- 
ing everything  from  high-tech  ceramics  to 
wireless  telecommunication  services.  Despite 
his  dazzling  economic  accomplishments.  Dr. 
Inamori — twice-named  Japan's  most  effective 
manager— does  not  believe  that  the  single- 
minded  pursuit  of  profit  is  the  best  way  to  run 
a  business.  Now  this  visionary  entrepreneur 
shares  his  philosophy  in  his  new  book.  Like 
the  best-selling  Tao  of  Leadership,  this  book 
fuses  spiritual  and  inspirational  ethics  with  a 
practical  business  sensibility  Each  page  con- 
tains one  central  thought,  an  aphorism  if  you 
will,  that  encapsulates  one  of  Dr.  Inamori's 


key  principles  for  success  in  both  your  busi- 
ness and  your  personal  life. 

The  book's  first  section — "How  to  Succeed  in 
Life" — looks  at  finding  a  purpose  in  life,  being 
realistic  about  both  your  talents  and  your  limita- 
tions, and  learning  Irom  the  wisdom  of  those  more 
experienced  than  you. 

The  second  half  of  A  Passion  For  Success  is 
devoted  to  "How  to  Succeed  in  Business."  He  of- 
fers advice  on  making  the  right  decisions,  devel- 
oping a  mindset  that  attracts  profitability  and 
overcoming  the  fear  of  failure. 

A  Passion  For  Success  by  Kazuo  Inamori  is  a 
deeply  personal  and  heartfelt  book.  It's  for  every 
business  professional  who  wants  to  enhance  his 
or  her  work  as  they  navigate  the  often  perplex- 
ing and  confusing  corporate  maze. 


THE  GREATEST  SALES  STORIES 
EVER  TOLD 

From  The  World's  Best  Salespeople 
by  Dr.  Robert  L.  Shook 
McGraw-Hill,  250  pages,  $18.95 


Imagine  being  invited  into  a  room  filled  with 
America's  most  successful  and  enthusiastic  sales- 
people— listening  to  them  trade  tales  of  what 
led  to  their  most  rewarding  sales  breakthroughs. 
That  is  some  idea  of  what's  waiting  for  you  in 
the  pages  of  The  Greatest  Sales  Stories  Ever 
Told.  It  provides  a  wellspring  of  guidance  for  full- 
time  sales  professionals  in  the  shape  of  the  best 
sales  stories  from  40  top  selling  executives. 

You'll  glean  lessons  from  the  ruminations  of 
Money  magazine  publisher  Betsy  Martin,  Tiffany 
CEO  WiUiam  R.  Chaney,  Electrolux's  top  sales- 
man Richard  Luisi,  and  Isadore  Sharp,  CEO  of 
Four  Seasons  Hotels,  Inc. 

As  informative  as  it  is  entertaining,  T)ie  Great- 
est Sales  Stories  Ever  Told  is  one  selling  tool  that 
sales  professionals  can't  afford  to  miss. 


The  relationship  between  father  and  daughter  is  very  special;  a  unique  bond  that  we  at  LG  are  dedicate<tc 
echoing  through  our  relationship  with  our  customers.  IjG  is  the  new  name  for  the  Lucky-Goldstar  Grof 
A  new  name,  but  the  same  emphasis  on  what  we  do  best— utilizing  the  most  advanced  technoiog^tc 
create  products  that  enrich  your  life,  making  it  healthier,  safer,  more  comfortable  and  more  satisfyig 


ir  philosophy  remains  to  provide  complete  satisfaction  to  our  vast  family  of  customers  in  over  120 
jntries  around  the  world,  through  technologically  advanced  products  of  the  very  highest  quality. 
:isfaction  has  a  new  face, 
d  LXL  is  ensuring  it  wears  a  smile. 

hemicals  &  Energy  •  Electric  &  Electronics  •  Machinery  &  Metals  •  Trade  &  Services  •  Finance 
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BREITLING 

1884 


when  ConcorAi:  climbs  to  its  cruising  altitude 
of  16,000  m,  it  demonstrates  its  unique 
manner  of  fusing  advanced  aerodynamics 
and  unrivalled  performance  with  pure  beauty. 
Swiftly,  unerringly,  it  will  cover  an  ocean's 
breadth  at  2,200  k.p.h.,  leaving  all  other  civil 
airliners  far  behind. 

Derived  from  a  line  of  larger-dimensioned 
mechanical  chronographs  with  strongly 
technical  looks,  Breitling's  Chrono  Cockpit 
is  a  compact  instrument  with  trim,  rounded 
lines.  Its  new,  miniaturized  selfwinding 
mechanical  movement  combines  extreme 
accuracy  and  an  extended  power  reserve. 
Impervious  to  the  effects  of  water  and  air,  its 
solid  steel  case  sets  off  an  18K  gold  rotating 
bezel  and  a  two-tone  dial  in  the  finest 
Breitling  tradition. 


Selfwinding  mechanical  chronograph  with 
y^th  second  graduations. 


Oversized  calendar  digits.  Power  reserve  in 
excess  of  42  hours. 

Unidirectional  ratcheted  rotating  bezel  in  18K 
gold  with  steel  rider  tabs. 

Case  water-resistant  to  100  m  with  glare- 
proofed  cambered  sapphire  crystal  and  screw- 
locked  crown  and  back. 

Steel  case  with  18K  gold  bezel.  Also  available 
in  steel,  with  two-tone  finish  and  18K  gold 
rider  tabs  or  in  solid  18K  gold. 

Available  with  three  types  of  leather  strap 
with  either  tang-type  buckle  or  folding  clasp, 
or  else  with  Pilot  or  Rouleaux  bracelet. 


ALI I  mjKIZED  BREITLING  AGENT: 


Baci-endorf'S 


Di/UiONU  Importers  and  Jewelry  Maniieaci  i 'rers 
Dallas,  Calleria  Level  I  214/392-WOO        Prestcnwood  Tom  Center  2Il»80-ki67 
State  National  Piam,  El  I^a.^o  415/545- 1. 'i^tt 
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HE  JUMBLED  NUMBERS 

TILL  ADD  UP  TO  A  SOFT  LANDING 


U.S.  ECONOMY 


A  SIGN  OFABEHER 
THIRD  QUARTER 

AGGREGATE  HOURS 
WORKED 

NONFARM 


kQUARTERLY  PERCENT  CHANGE, 
ANNUAL  RATE      'JULY  AND  AUG.  AVG. 
DATA:  UBOR  DEPT.  BUSINESSWEEK 


On  the  day  many  Americans 
left  work  early  to  stait  the  La- 
r  Day  weekend,  the  government  released  its  monthly 
ie  on  the  labor  markets.  But  those  who  stayed  in 
3  office  to  examine  the  data  in  hopes  of  finding  a 
;ar  sign  of  the  direction  of  the  economy  and  monetary 
licy  should  have  gone  on  and  left  with  everyone  else. 
The  August  report  was  a  mixed  bag.  Nonfarm  pay- 
ils  increased  by  a  robust  249,000,  but  the  gain  was 
t  broad,  and  the  July  increase  was  revised  sharply 
ver.  The  unemployment  rate  dipped  from  5.7%  in 
ly  back  to  5.6% — its  June  reading — but  the  nonfarm 
)rkweek  was  cat,  and  hourly  wages  fell. 

Other  data  also  give  con- 
flicting views.  The  nation's 
purchasers  said  industrial  ac- 
tivity declined  in  August,  and 
the  government's  composite  in- 
dex of  leading  indicators  fell 
0.2%  in  July.  Consumer  spend- 
ing was  flat  in  July,  but  auto 
makers  reported  healthy  sales 
gains  in  August.  Construction 
in  July  remained  upbeat,  led 
by  a  rebound  in  housing. 
Confused?  Don't  be.  Taken  together,  the  recent  data 
ow  that  the  economy  remains  on  its  soft-landing 
th  of  slow  growth  and  little  inflation.  For  one  thing, 
erall  hours  worked  are  rising  this  quarter  at  a  pace 
at  suggests  economic  growth  of  about  2%  (chart), 
so,  none  of  the  numbers  preclude  an  interest-rate  cut 
the  Federal  Reserve's  meeting  on  Sept.  26. 

)LICYMAKERS  meeting  at  Jackson  Hole,  Wyo.,  gave 
tie  clue  to  their  thinking.  The  Sept.  1-2  confab  of  Fed 
Bcials,  academics,  and  Fed-watchers  concentrated  on 
cal  policy  and  government  debt,  although  Fed  Chair- 
an  Alan  Greenspan  cited  an  academic  paper  recom- 
ending  caution  in  cutting  rates  while  Congress  and 
e  White  House  work  out  cuts  in  the  budget  deficit, 
lat  suggests  the  Fed  vdll  want  to  wait  for  the  final 
'96  budget  before  easing  again. 
But  the  budget  may  not  be  resolved  for  months, 
id  most  Fed  policymakers  believe  monetary  conditions 
ready  are  restrictive.  The  data  give  the  Fed  the  lee- 
ay  to  take  another  quarter-point  baby  step  later  this 
onth  to  ensure  that  the  expansion  stays  on  track. 
Some  insurance  may  be  needed  because  August  job 
■Qwth  was  not  as  strong  as  the  top-line  number  sug- 
;sted.  More  than  70,000  of  the  new  jobs  were  in  gov- 


ernment, the  result  of  more  school  districts  starting 
classes  in  August  rather  than  September.  Temporary 
help,  which  had  flattened  out  in  the  previous  three 
months,  jumped  by  44,000. 

Job  growth  is  slowing  down  in  1995.  Since  March,  an 
average  of  113,000  jobs  have  been  added  monthly, 
down  from  269,000  in  the  previous  six  months. 

Moreover,  the  nonfarm  workweek  fell  12  minutes  in 
August,  to  34.4  hours.  Most  of  the  decline  could  be 
traced  to  a  24-minute  drop  in  the  workweek  for  utility 
workers,  however,  as  the  return  to  more  seasonal 
weather  after  July's  heat  wave  reduced  overtime.  The 
workweek  could  bounce  back  in  September. 

THE  BEST  NEWS  was  a  turnaround  in  factory  pay- 
rolls. Factoiy  jobs  managed  a  tiny  gain  of  12,000  in  Au- 
gust, but  it  was  the  first  increase  in  five  months.  And 
the  factory  workweek  rose  12  minutes,  to  41.5  hours, 
with  longer  overtime.  That  gain,  plus  the  rise  in  pay- 
roDs,  suggests  that  the  worst  may  be  over  for  manufac- 
turers and  that  factory  output  probably  increased  in 
August. 

But  while  the  August  job  report  was  saying  positive 
things  about  manufacturing,  the  National  Association 
of  Purchasing  Management  told  a  grimmer  tale.  The 
napm's  index  fell  to  46.9%  in  August,  from  50.5%  in 
July.  The  August  reading  was  below  50%,  suggesting 
industry  contracted  last  month. 

All  the  major  components — 
employment,  orders,  produc- 
tion, and  inventories — fell,  but 
the  decline  in  new  demand 
was  severe.  The  orders  index 
slid  to  46%,  from  53.3%  in 
July.  The  dechne  was  split  be- 
tween falling  domestic  and  for- 
eign demand.  One  undisputed 
positive  sign  for  the  economy 
was  the  napm's  price  index. 
Prices  paid  for  materials 
soared  in  the  first  half,  but  purchasers  now  report 
some  price  reductions  (chart). 

Still,  any  weakness  on  the  production  side  of  the 
economy  is  not  as  important  as  the  performance  of 
the  demand  side.  So  far  this  quarter,  consumer  spend- 
ing and  incomes  still  look  healthy,  as  does  housing. 
Demand  for  new  offices  and  industrial  parks  is  leading 
a  resurgence  in  business  construction. 

After  ending  the  second  quarter  on  a  high  note,  con- 
sumers began  the  third  quarter  with  less  vigor.  Con- 


RAPID  INFLATION? 
NEVER  MIND 


NAPM  INDEXES 


APERCENT  REPORTING  INCREASES 
DATA  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 
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sumer  outlays  for  goods  and  services,  adjusted  for  infla- 
tion, were  flat  in  July,  compared  with  June.  They 
Slugged  1%  in  May,  followed  by  a  0.4%  advance  in  June. 
Durable  goods  accounted  for  July's  sluggishness,  with  a 
drop-off  in  car-buying  contributing  almost  all  of  the 
weakness. 

EVEN  THOUGH  IT  BEGAN  MEEKLY,  however,  don  t 

expect  third-quarter  spending  to  stay  puny.  Because 
outlays  were  on  the  rise  at  the  end  of  last  quarter,  they 
already  show  a  2.7%  annual  rate  of  growth,  compared 
with  the  second-quarter  average. 

And  August  buying  should  bounce  back,  if  only  be- 
cause cai'  sales  recovered.  Sales  of  cars  and  light  tnicks, 
both  domestic  and  imported,  had  fallen  to  an  annual 
rate  of  13.7  million,  from  14.7  million  in  June,  but  Au- 
gust sales  jumped  sharply  to  15.7  million. 

Income  growth  looks  strong  enough  to  support  solid 
spending  gains.  Personal  income  rose  a  strong  0.7% 
in  July,  reflecting  strength  in  the  key  wages-and-salaries 
component.  Adjusted  for  inflation  and  taxes,  real  dispos- 
able earnings  rose  0.4%,  starting  the  quarter  at  a  3.7% 
annual  rate  of  growth  from  the  second. 

Despite  the  0.2%  decHne  in  the  average  hourly  wage 
rate  in  August,  a  clear  trend  toward  slightly  faster 
wage  growth  is  now  emerging.  During  the  past  three 
months,  hourly  earnings  have  grown  3%  from  the  same 
period  a  year  ago.  That's  up  about  half  a  percentage 


CANADA 


point,  compared  with  this  time  last  year.  Houi'ly  earl 
ings  are  now  starting  to  keep  up  with  inflation,  aft 
lagging  far  behind  for  more  than  a  decade. 

Better"  earnings  and  lower  interest  rates  have  coi 
bined  to  lift  housing  demand  this  summer.  Resident 
construction  was  a  big  downer  last  quarter,  but  now 
seems  to  be  tur'ning  around.  Inflation-adjusted  cc 
struction  spending  in  the  private  sector  soared  2.2% 
July,  lifting  outlays  well  above  their  second-quart 
level.  Real  residential  building  increased  1.6%,  wh 
business  construction  jumped  3.5%. 

Housing  is  now  ready  to  re- 
inforce the  gains  in  business 
construction,  which  is  galloping 
along  at  a  15%  annual  pace 
(chart).  During  the  past  year, 
building  of  offices,  motels,  and 
other  commercial  structures  is 
up  20%,  as  vacancy  rates  have 
fallen.  Building  of  industrial 
plants  and  warehouses  has 
also  risen  20%. 

By  and  large,  the  sectors 
that  were  the  biggest  drags  on  growth  in  the  fir 
half — housing,  exports,  and  inventories — appear  to 
looking  brighter  in  the  second  half.  And  while  it's  n 
yet  clear  from  the  data,  the  expansion  is  now  on  bett 
footing. 
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A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
am  COMMERCE  OEPT ,  BUSINESS  WEEK 


A  LOT  IS  RIDING  ON  THE  WILD  CARD:  QUEBEC 


Canada  took  another  step  to- 
ward recession  last  quarter. 
But  while  growth  will  remain 
sluggish  in  the  second  half,  an 
outright  downturn  seems  unlikely. 

Real  gross  domestic  product  fell 
1%  in  the  second  quar- 
ter-its fir'st  drop  in  four* 
years-after  first-quarter 
growth  of  only  0.9%. 
Earlier  interest-rate 
hikes  in  defense  of  the 
Canadian  dollar,  total- 
ing 2  k?  points,  slammed 
housing  and  consumer 
durables.  Slower  U.  S. 
growth  hurt  exports, 
especially  of  autos. 

The  good  news  is  that  the 
drags  from  higher  rates  and 
weaker  exports  are  lifting.  The 
Bank  of  Canada  (boc)  trimmed  its 
overnight  lending  rate  on  Aug.  28 
by  a  quarter  point,  to  a  range  of 


GROWTH  FADES.  BUT 
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6%  to  QWo,  bringing  total  cuts 
since  May  to  IM  points.  Also,  the 
U.  S.  economy  is  picking  up  after 
its  fir"st-half  slowdown. 

However,  paring  of  excess  in- 
ventories, plus  budget  cutting, 

both  federally  and  in 
the  provinces,  most 
notably  Ontario,  will 
keep  gr'owth  subdued. 
Finance  Minister  Paul 
Martin  on  Sept.  1 
pledged  to  cut  the 
federal  deficit  to  3% 
of  GDP  by  1997,  "come 
hell  or  high  water," 
even  if  the  economy 
is  weak. 
Fiscal  optimism  and  less  con- 
cern over  Quebec's  separatist 
movement  have  strengthened 
Canada's  dollar  by  5.5%  vs.  the 
greenback  since  January.  Quebec 
is  the  outlook's  wild  card.  Its  gov- 


ernment is  proceeding  with  plans 
to  hold  a  "sovereignty"  referen- 
dum this  fall.  Recent  polls  sugges 
that  it  might  fail,  but  any  pickup 
in  suppor-t  would  spook  the  finan- 
cial markets. 

As  long  as  a  "no"  vote  seems 
likely,  a  good  inflation  outlook  als( 
gives  the  boc  room  to  cut  rates. 
Consumer  prices  were  flat  in  Jun( 
and  July,  as  annual  inflation 
dipped  to  2.5%.  Weak  consumer 
demand,  amid  stagnant  labor  mar 
kets  where  joblessness  is  near 
10%,  is  forcing  retail  discounting, 
and  wage  pressur'es  are  nil. 

Given  these  market  supports, 
investors  are  snapping  up  high- 
yielding  Canadian  bonds.  The 
spread  on  10-year  Canadian  and 
U.  S.  gover-nment  bonds  favors 
Canada  by  about  VA  points.  And 
failure  of  the  sovereignty  vote 
would  be  a  big  shot  in  the  arm. 
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Uon  'tyou  wish 

we  could  just  do  this  to  acid  rain. 


In  a  way  we  can— if 
more  industrial  and  power  plants 
switch  to  natural  gas. 

Natural  gas  is  playing  a  key 
role  in  industry's  compliance 
with  the  Clean  Air  Act  Amendmer 
and  our  governments  plans 
for  a  cleaner  future.  It  should 
play  a  key  role  in  your  company's 
future,  too. 

Natural  gas  power  plants  can 
produce  99%  less  sulfur  dioxide 
and  90%  less  nitrogen  oxide 
than  oil  or  coal-fired  plants. 

And  paired  with  the 
advances  in  equipment  technolog 
in  most  cases,  natural  gas 
is  the  most  efficient,  cost-effective 
energy  around. 

Plus,  there's  a  secure  and 
steady  supply  of  gas;  over  99% 
of  the  gas  we  use  comes  from 
North  America,  and  more  than 
.1  million  miles  of  pipeline  coast 
to  coast  delivers  it  easily 

If  more  industrial  and 
power  plants  switch  to  natural 
gas,  we'll  help  wipe  away  acid 

i 

rain,  instead  of  wiping  away 
our  environment. 


vV 


Clean,  economical  natural  gas.  Think  what  we  'II  save 


News:  Analysis  &  Commentary 


CONGRESS 


BACK  TO  THE 
TRENCHES 

Business  stands  to  win  big  in  Congress 


As  Congress  launches  into  the  fi- 
nal, frenetic  months  of  the  legis- 
lative session,  Republican  lead- 
ers still  are  trumpeting  the 
rhetoric  of  radical  reform.  "This  will 
not  be  an  autumn  of  compromise,"  says 
Senate  Majority  Leader  Bob  Dole. 
"This  fall,  we  will  win  our  fight  for 
revolutionai-y  change,  vote  by  vote  and 
bill  by  bill." 

Despite  this  political  chest-thump- 
ing, the  GOP  has  had  to  retreat  from 
much  of  its  original  promise  of  whole- 
sale change.  But  in  America's  board- 
rooms, the  thrill  of  victory  outweighs 
the  agony  over  a  few  GOP  defeats.  Far 
from  moping  about  the  dwindling  pros- 
pects for  some  key  items  of  the  Re- 
publican Contract  With  America,  most 


THE  REPUBLICAN 
REVOLUTION? 

Handicapping  Congress' 
chances  of  passing  bills 
important  to  business 


CEOS  feel  that  the  104th  Congress  rep- 
resents a  milestone  for  business:  Never 
before  have  so  many  goodies  been 
showered  so  enthusiastically  on  Amer- 
ica's entrepreneurs. 

By  yearend.  Republican  firebrands 
could  deUver  on  some  of  business'  top 
priorities.  Congress  will  consider  a  bud- 
get plan,  for  one,  that  would  wipe  out 
the  deficit  over  seven  years.  Business 
also  sees  hope  for  passage  of  a  cut  in 
the  capital-gains  tax  and  some  relief 
from  overzealous  regulators. 

Executives  won't  get  all  they  have 
been  pining  for  House  Republican  rad- 
icals retiuTiing  from  summer  recess  are 
finding  that  moderate  Senate  Republi- 
cans— often  allied  with  Democrats — are 
watering   down  the 


TAX  CUTS 


SUCCESS  $200  billion  in  cu  s,  in- 
cluding capital-gains,  family  tax 
relief,  and  expanded  IRAs. 
FAILURE  A  modest,  Clintonesque 
cut  of  around  $100  billion  with 
no  significant  breaks  for  busi- 
ness investment. 
OUTLOOK  Success. 


conservatives'  agenda.  President  CI 
ton  is  waving  his  veto  pen  to  foi 
more  concessions.  And  Senator  B 
Packwood's  decision  to  fight  an  Eth 
Committee  recommendation  to  ex] 
him  for  sexual  misconduct  poses  s 
other  complication.  Most  key  items 
the  GOP  agenda  must  pass  through  t 
Finance  Committee,  which  the  Greg 
Republican  chairs. 

Some  business  leaders  also  wor 
that  hot-button  social  issues  are  dive 
ing  lawmakers  from  economic  matte 
"They  better  put  some  money  on  t 
bottom  line,"  says  T.J.  Rodgers,  c 
of  Cypress  Semiconductor  Corp. 


BUDGET  CUT<; 


the  Nation! I  FnT^  ""^P"''^^  ^nd 

PA/LURE  Moderate  cut. 

s-zable  budget  def'c^t  ''"'^  ' 

0"TtOOK  Probable  failure. 
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;s  other  stuff — like  griping  about  im- 
grants — isn't  going  to  cut  it." 
Even  if  conservative  Republicans  lose 
me,  though,  corporate  interests  be- 
ve  that  by  shifting  the  debate  to  the 
st  way  of  reining  in  Washington,  the 
p  already  has  guaranteed  that  busi- 
ss  will  be  a  vnnner.  "Clearly,  dramat- 
change  has  occurred  already,"  says 
rm  W.  Snow,  CEO  of  csx  Corp.  "The 
)od  in  Washington  is  fundamentally 
ferent  from  the  mood  a  year  ago." 
As  the  battle  progresses,  issues  that 
itter  to  business  will  draw  plenty  of 
rtisan  fire,  obscuring  signs  of  the 
volution's  true  progress.  These  key 
irmishes  will  be  critical  if  Republi- 
ns  are  to  turn  up  winners: 
BALANCING  THE  BUDGET.  House  and 
nate  Republicans  have  passed  dif- 
•ent  budget  plans  that  would  kill  off 
e  deficit  in  2002  by  slashing  more 
an  $1  trillion  from  projected  federal 
ending.  The  key  is  finding  a  way  to 
rb  entitlements,  such  as  Medicare, 
well  as  scrapping  entire  areas  of 
vernment  largesse — farm  subsi- 
for  example.  "They  have  to 
minate  whole  programs.  Other- 
se,  they  will  balloon  again,"  warns 
iUiam  A.  Niskanen  Jr.,  president 
the  libertarian  Cato  Institute. 
Despite  early  GOP  avowals  to  kill 
or  Cabinet  departments,  Republi- 


^F<;s  Removing  govern- 
;t  obstacles  to  expansion 
Itst-growingcomm- 
ations  and  fmancial-ser 
es  industries. 
LURE  Special-interest  lob- 
"s  scSttle  banking  and 
Ifen  telecom  reform. 
jlLOOK  Mixed. 


cans  haven't  eliminated  any.  Corporate 
subsidies,  such  as  Agriculture's  export- 
promotion  progi-am,  are  intact.  Even 
pet  targets,  such  as  the  National  En- 
dowment for  the  Arts,  remain  in  busi- 
ness, albeit  with  reduced  funding. 

Daniel  Mitchell,  an  economic  analyst 
at  the  Heritage  Foundation  argues  that 
the  overall  budget  is  what  matters  most 
to  GOP  reformers.  "If  Congress  passes 
legislation  that  will  balance  the  budget 
by  2002,"  he  says,  "that  is  a  dramatic 
change  compared  vidth  the  status  quo." 
Executives  agi'ee:  Most  believe  any  sig- 
nificant cuts  in  the  deficit  will  help  busi- 
ness by  lowering  interest  rates. 
■  CUTTING  TAXES.  A  cornerstone  of  the 
GOP  plan  is  a  massive  tax  cut  that  in- 
cludes family  tax  relief  and  new  incen- 
tives for  business.  The  House  has 
passed  a  $350  billion  cut  over  seven 
years,  while  the  Senate  backs  a  $245 
bilhon  measure  that  is  contingent 
on  future  spending  cuts.  Mean- 
while, Chnton  wants  a  $105  bil- 
hon middle-class  tax  reduction. 

Despite  early  predictions  that 
the  GOP  would  have  to  ditch  much 
of  its  tax  program  because  of  bud- 
getary pressure,  it  now  appears 
that  Congress  will  approve  key 
elements  of  the  plan.  "If  the  Re- 
publicans get  a  family  tax  cut  and 
a  capital-gains  cut,  that  would  be 
Revolution  with  a  big  R,"  says 


business  consultant  Kenneth  M.  Duber- 
stein,  former  chief  of  staff  to  President 
Reagan. 

Even  though  the  tax  cut  is  sure  to 
be  whittled  down  to  $200  bilhon  or  so, 
business  vrill  have  good  cause  to  crow  if 
half  of  all  capital  gains  are  excluded 
from  taxation,  as  proposed.  And  House 
Speaker  Newt  Gingrich  will  show  that 
unlike  Clinton,  who  wavered  on  his 
promise  for  a  middle-class  tax  cut,  the 
Republicans  can  deliver. 

■  MASSAGING  MEDICARE.  The  GOP's  bal- 
anced-budget arithmetic  hinges  on 
squeezing  $270  billion  over  seven  years 
fi-om  Medicai'e.  Republicans  are  working 
on  plans  to  restructure  the  program  by 
increasing  costs  to  seniore  who  seek  fee- 
for-service  care  or  by  issuing  vouchers 
that  they  can  use  to  buy  private  cover- 
age. The  hope  is  to  slow  Medicare's  10% 
annual  gi'ovrth  rate  to  6.4%. 

Democrats  counter  that  GOP  reforms 
would  raid  the  Medicare  trust  fund  to 
pay  for  a  tax  giveaway.  Under  pres- 
sure, Repubhcans  may  have  to  abandon 
structural  refonn  and  settle  for  tradi- 
tional measures,  such  as  lowering  pay- 
ments to  providers. 

■  LIBERATING  BUSINESS.  House  radi- 
cals have  passed  sweeping  refor-ms  that 
would  apply  brakes  to  regulations  on 
business  and  undercut  enforcement  of 
environmental,  health,  and  safety  regs. 
But  the  measures  have  been  blocked  in 
the  Senate  by  moderates  of  both  par- 
ties who  view  the  re- 


'n  the  tnai  if^!^J!^'  regulators  and 
OUTtOOK  Success. 
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foiins  as  extreme.  Although  House  rad- 
icals won't  get  all  the  relief  they  want, 
business  is  sure  to  be  pleased  that  the 
GOP  has  begun  to  reverse  years  of  ever- 
increasing  federal  oversight.  Alexander 
J.  Ti-otman,  ceo  uf  Ford  Motor  Co.,  says 
he's  hopeful  that  Republicans  will  re- 
vamp regulations  that  "had  little  or  no 
value  to  society  and  reduced  the  com- 
petitiveness of  industry." 


The  GOP  is  likely  to  hand  business  a 
victoi"y  by  passing  a  telecommunications 
overhaul  that  would  strip  controls  on  ca- 
ble rates  and  relax  restrictions  on  the 
number  of  stations  a  broadcaster  could 
own.  Winners  are  the  Baby  Bells,  wliich ' 
would  enter  the  long-distance  phone  busi- 
ness earher  than  expected;  some  ana- 
lysts think  AT&T,  MCI,  and  Sprint  may 
fare  less  well  with  the  changes. 


By  the  time  Congress  wraps  up 
work  near  the  end  of  the  yeai;  one  thil 
will  be  clear:  The  gop  will  have  presid 
over  one  of  the  most  productive  sessic 
in  recent  memoiy.  To  Republican  co 
mandos  and  their  business  admire 
though,  the  revolution  has  just  begun 

S^isan  B.  Garland  and  Mary  Bt 
Regan,  with  Paid  Magnusson  atui  Jo 
Carey,  in  Washington 


DOLE  IS  HiniNG  CLINTON  WHERE  IT  DOESN'T  HURT 


The  warning  lights  are  flashing, 
the  Presidential  candidate  in- 
tones gi'imly.  American  economic 
grovii;h  is  slowing;  the  leading  indica- 
tors are  falling.  Worse,  wages  have 
dropped — "the  worst  performance  in 
eight  years."  And  the  incumbent 
President  seems  only  too  wiUing  to 
tolerate  slow  gi'owth,  conceding,  ac- 
cording to  the  challenger,  that 
"America's  economy  has  hit  a  glass 
ceiling." 

Walter  Mondale,  tidying  to  unseat 
Ronald  Reagan  in  1984?  Or  maybe 
Michael  S.  Dukakis  in  1992,  stnig- 
gling  to  beat  George  Bush? 
ODD  MESSAGE.  No.  Those  dire  warn- 
ings come  from  Senate  Majority 
Leader  Bob  Dole  in  the  first  major 
economic  speech  of  his  Presidential 
campaign.  Addressing  the  Economic 
Club  of  Chicago  on  Sept.  5,  front- 
runner  Dole  found  himself  on  unfa- 
miliar ground.  A  Republican  ti'adi- 
tionalist  who  has  always  backed 
fiscal  austerity,  Dole  was  now  attack- 
ing a  Democratic  President  for  ac- 
cepting subpar  economic  gi'owth.  It 
was  an  unlikely  message  coming 
from  Dole,  but  one  that  is  likely  to 
be  repeated  often  in  the  months 
ahead. 

Dole's  broadside  illuminates  the 
key  strategic  task  facing  the  gop: 
How  can  the  opposition  party  oust 
an  incumbent  President  when  the 
economy  is  growing  and  inflation  ap- 
pears vanquished?  De- 
spite the  second-quarter 
pause,  gross  domestic 
product  has  gTown  at  a  3.3%  annual 
rate  under  Clinton — topping  even 
President  Reagan's  eight-year  aver- 
age of  2.8%.  "Dole  blames  Clinton  for 
a  mediocre  recoveiy,"  notes  former 
Reagan  adviser  Wilham  A.  Niskanen 
Jr.,  "but  the  mediocre  part  was  on 
Bush's  watch."  With  most  forecasters 
predicting  I'esumed  gi"ovrt,h,  Republi- 


TOUGH  SELL:  Economic  discontent 
may  be  rare  come  Election  Day 


cans  may  have  a  tough  time  finding 
pockets  of  economic  discontent  on 
Election  Day. 

gop  candidates  hope  to  stii"  the  pot 
by  charging  that  Democrats  are  sti- 
fling growth.  In  a  gop  Administra- 
tion, Dole  declares,  "3% 
gi'owth  should  be  a 
floor,  not  a  ceiling."  The 
candidate  promises  to  unleash  the 
nation's  entrepreneurs  by  slashing- 
regulation,  balancing  the  budget,  and 
requiring  that  future  tax  increases 
receive  a  three-fifths  "supermajority" 
in  Congi-ess.  Dole  also  offers  a  vow 
to  scrap  "the  whole  twisted  wreck  of 
federal  tax  law"  in  favor  of  a  flat-tax 
system. 


Not  to  be  outdone.  Dole's  competi- 
tors are  also  vying  for  the  mantle  of 
Entrepreneur-in-Chief.  Senator  Phil 
Gramm  (R-Tex.)  promises  that  he 
will  spell  out  his  flat-tax  proposal  in 
detail,  including  capital-gains  and  in- 
heritance-tax relief,  when  he  delivers 
his  economic  manifesto  on  Sept.  11  in 
Detroit.  America  Firster  Pat  Bucha- 
nan proposes  stiff  tariffs  on  Japanese 
and  Chinese  goods  in  order  to  bol- 
ster American  manufacturing.  And 
California  Governor  Pete  Wilson  says 
that  he  will  cut  taxes  and  spending 
so  that  "America's  entrepreneurs  vdll 
bring  our  nation  roaring  into  the  21st 
Century." 

NO  TEFLON.  But  the  GOP  candidates 
are  playing  with  fire.  The  "glass  ceil- 
ing" that  Dole  decries  is  imposed  not 
by  Clinton  econoids  but  by  produc- 
tivity gi-owth.  The  U.  S.  can't  grow 
much  faster  for  long,  most  econo- 
mists believe,  without  igniting  infla- 
tion. One  of  the  most  influential  en- 
forcers of  that  view:  Federal 
Reserve  Chaiirnan  Alan  Greenspan, 
a  gop  stalwart  who  owes  his  likely 
reappointment  next  yeai-  to  pressure 
fi'om  Dole's  Senate  Repubhcans.  The 
only  safe  way  to  boost  long-term 
gi'owth  is  to  raise  workers'  efficiency. 
But  the  GOP  hasn't  yet  found  the 
philosophers'  stone  to  make  gold  out 
of  a  20-year  histoiy  of  slow  produc- 
tivity gi'owth. 

Clinton's  economic  record  isn't 
Teflon-coated.  Wages  have  slumped 
in  the  past  two  years,  while  mer- 
gers and  downsizing  have  under- 
mined job  security  for  the  middle 
class.  That  could  be  enough  to  make 
voters  receptive  to  gop  rhetoric.  But 
to  exploit  that  opening.  Republican 
candidates  will  have  to  offer  more 
economic  details — and  hope  the 
numbers  don't  keep  going  against 
them. 

By  Mike  McNamee  in  Washington 
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lUDDENLY,  SERVICES 

RENT  SUCH  WORLD-BEATERS 

xports  are  stalled-bad  news  for  the  overall  trade  deficit 


rhe  Japanese  have  their  electronics, 
the  GeiTTians  their  engineering.  But 
when  it  comes  to  command  of  global 
irkets,  the  U.  S.  owns  the  seivice  sec- 
r.  It's  the  world  leader  in  exporting 
eiything  from  data  security  to  crowd 
ntrol.  Such  global  supremacy  allowed 
ports  of  U.  S.  services  to  gi"ow  at  a 
uble-digit  annual  clip  as  recently  as 
91 — one  of  the  few  bright  spots  in 
e  U.  S.  trade  picture. 
The  party  seems  to  be  winding  down, 
ough.  For  the  fii'st  half  of  1995,  as 
.  S.  exports  in  manufactiu-ed  and  faiTn 
lods  jumped  16.3%,  service  exports 
mbed  a  measly  5.4%  (chart).  Sei-vice 
ports  have  actually  stalled  since  last 
iptember,  at  around  $17  billion  per 
Dnth.  That's  putting  the  bi-akes  on  what 
IS  a  key  growth  engine  for  U.  S.  trade. 
>LITICAL  FALLOUT.  These 
imbers  have  potentially  ex- 
osive  political  ramifications, 
le  annual  suiplus  in  sei"vic- 
— expected  to  hit  $60  billion 
is  year — typically  offsets  a 
ird  of  America's  huge  and 
■owing  deficit  in  goods  trade, 
ith  service  exports  stagnat- 
g,  the  overall  U.  S.  trade 
!ftcit  in  goods  is  projected 
balloon  to  a  record  $188 
llion  this  year.  And  the 
iwning  trade  gap  could  well 


give  new  ammunition  to  economic  na- 
tionalists such  as  OOP  Presidential  eon- 
tender  Patrick  J.  Buchanan,  who  oppos- 
es Bill  Clinton's  drive  to  lower  trade 
barriers  worldwide. 

Politics  aside,  however,  just  how  sig- 
nificant are  the  new  numbers?  Oddly 
enough,  the  way  government  bean  coun- 
ters tally  the  totals,  an  important  factor 
in  the  slowdown  could  be  only  tempo- 
raiy  Tourism  accounts  for  about  30%  of 
the  U.  S.'s  sei-vice  exports:  Every  hotel 
stay  by  a  foreign  traveler  to  the  U.  S. 
adds  to  the  total.  Even  with  the  dollar 
at  historically  low  levels,  the  Ti-avel  In- 
dustry Assn.  expects  a  4%  drop  in  toiu'- 
ism  to  the  U.  S.  this  year;  led  by  a  faEoff 
of  9%  of  visitors  fi'om  Canada  and  a 
15%  drop  in  Mexican  visitors.  Those 
numbers,  of  course,  are  likely  to  im- 


GOT  THE  GOODS... 


.BUT  NOT  THE  SERVICES 
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♦FIRST  SIX  MONTHS 


WHERE  DID  THEY  GO?  This 
year,  fewer  foreign  tourists 

prove  as  the  Canadian  and 
Mexican  economies  rebound. 

More  troubling  is  weakness 
in  another  category  of  service 
exports,  which  includes  con- 
sulting, advertising,  and  engi- 
neering services  performed 
from  a  U.  S.  office  for  an  over- 
seas client.  In  the  first  six 
months  of  this  year,  growth 
in  that  sector,  which  also  ac- 
counts for-  about  30%  of  total 
services  exports,  was  nmning 
at  just  4.4%.,  down  from  8.1% 
i  n  the  first  half  of  last  year 

However,  puzzling  out  the 
icasons  for  the  drop-off  is 
tough  because  the  category  is  a 
catch-all  of  business  sei-vices. 
Many  companies  are  doing 
well:  Hollywood  is  having  a 
banner  year  abroad,  for  instance.  But 
sluggish  overseas  economies  ai'e  taking  a 
toll  on  other's.  For-  example,  a  survey  by 
Engineering  News  Record  foimd  that  for- 
eign billings  for  U.  S.  engineering  com- 
panies fell  to  $3.5  billion  in  1994,  31% 
less  than  the  pr-evious  year.  The  main 
reason:  a  pliuige  in  commissions  ffom  the 
Middle  East.  Foreign  puchases  of  U.  S. 
equities  wer-e  off  ear'Her  this  year,  too. 

More  generally,  after  years  of  explo- 
sive growth,  many  economists  argue 
that  the  slowdown  is  inevitable.  "Ser-vice 
exports  shot  up  fi'om  a  low  base  in  past 
year's,  and  gr'owth  has  been  phenome- 
nal," notes  Lehman  Brothers  Inc.  econ- 
omist Allen  Sinai. 

In  pur'ely  economic  ter-ms,  though,  the 
effects  of  the  service  slump  may  be  far 
less  worrisome  than  politicians  would 
have  people  believe.  Under  the  gover-n- 
ment's  definitions,  all  sorts  of  activities 
abr'oad — from  McDonald's  hamburger 
sales  in  Moscow  to  ads  cr-eated  abroad 
for  a  foreign  client — don't  count  in  the 
tr'ade  report.  Many  economists  tliink  the 
government  simply  misses  many  key 
for'eign  billings  by  U.  S.  companies  be- 
cause the  number's  are  so  hard  to  tr-ack. 
"Everyone  knows  that  ser'vice  exports 
are  mismeasur-ed  and  often  not  tallied," 
says  J.  David  Richar'dson,  a 
visiting  fellow  at  the  Institute 
for-  Inter^national  Economics  in 
Washington. 

Still,  the  tr-end  in  the  num- 
bers is  clear',  and  troubling  if 
it  lasts.  Clintonites  still  dream 
of  filling  the  tr'ade  gap  with 
an  ever'-gr'owing  services  sur- 
plus. They  may  be  in  for  a 
rude  awakening. 

By  Amy  Borrus  in  Wash- 
ington, with  Ronald  Grover 
in  Los  Angeles 
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COMIViENTARY 

By  Seymour  Zucker 

GUniNG  THE  DEFICIT  WON'T  BEEF  UP  THE  DOLLAR 


Nursing  a  broken  thumb, 
Fed  Chairman  Alan 
Greenspan  told  the  as- 
semblage of  economists  and 
monetary  experts  in  Jackson 
Hole,  Wyo.,  on  Sept.  1  that  it 
may  have  been  the  "conse- 
quence of  excessive  fine-tun- 
ing." Indeed,  Greenspan  got 
high  marks  for  his  monetary 
twiddling,  which  has  slowed 
the  economy  without  pitching 
it  off  a  chff. 

But  some  top-gun  econo- 
mists at  the  Federal  Reserve 
Bank  of  Kansas  City  annual 
confer-ence  were  thumbs-down 
on  Greenspan  when  it  came  to 
the  dollar.  They  challenged  his 
view  that  cutting  the  budget 
deficit  could  boost  the  value  of 
the  gi'eenback.  Laurence  Ball 
of  Johns  Hopkins  University 
and  N.  Gregory  Mankiw  of 
Harvard  University  sparked 
the  attack,  dubbing  as  "falla- 
cious" Greenspan's  contention  that  the 
high  deficit  is  to  blame  for  the  weak 
dollar — and  that  balancing  the  budget 
would  send  it  cUmbing.  Just  the  oppo- 
site is  true,  they  maintain:  A  lower 
deficit  leads  to  a  lower  dollar,  and  a 
higher  deficit  pushes  the  dollar  higher. 
RATE  BAIT.  The  Ball-Mankiw  argu- 
ment is  strong.  Here's  the  logic  be- 
hind it:  A  growing  deficit  means  the 
government  must  borrow  more, 
pushing  up  interest  rates.  As  U.  S. 
interest  rates  rise  relative  to  the 
rest  of  the  world's,  money  flows  out 
of  foreign  assets  and  into  U.  S.  secur- 
ities. This  capital  flow  raises  the  dol- 
lar's value  because  to  buy  U.  S.  se- 
curities, foreigners  must  dump  their 
own  cun-encies  and  buy  dollars. 

Conversely,  a  decreasing  deficit 
lowers  government  borrowing  and 
thus  pushes  interest  rates  down.  As 
rates  fall,  investors  seek  higher  re- 
turns overseas.  They  sell  dollars  and 
buy  foreign  bonds.  The  result:  a  de- 
preciating dollar.  "No  question  about 


it,"  agrees  Harvard's  Martin  Fi'ld- 
stein.  "Cutting  the  deficit  means  a 
lower  dollar." 

Greenspan  concedes  that  the  Ball- 
Mankiw  makes  sense  in  theory,  but 
he  contends  that  in  practice  it  would 
be  offset  by  another  factor:  A  cut  in 
the  deficit  would  reduce  inflationaiy 
expectations,  making  U.  S.  assets  less 
risky  and  more  attractive  to  inves- 
tors. Foreigners,  rather  than  selling 
dollars,  would  be  buying  them.  So 
the  dollar  would  rise,  not  fall  like  the 
economists  were  arguing. 

Greenspan's  case  is  the  weaker 
one.  For  one  thing,  inflationary  ex- 
pectations are  largely  based  on  mon- 
etary policy.  If  the  Fed  is  holding  a 
tight  grip  on  the  money  spigot,  infla- 
tionary expectations  will  be  damp- 
ened— even  if  the  federal  deficit  ris- 
es. Look  at  Japan:  Its  deficit  has 
rocketed  to  a  projected  4.1%  of  gross 
domestic  product  this  year — more 
than  three  times  what  it  was  two 
years  ago.  That  hasn't  heightened 


the  risk  of  holding  Japanese 
bonds,  though,  because  the 
Japanese  have  kept  money 
tight.  And  what  of  the  yen? 
Even  as  Japan's  deficit  has 
ballooned,  it  has  remained 
rock-solid. 

MYTHICAL  POWER.  The  U.  S. 

experience  seems  less  clear, 
but  it,  too,  calls  into  question 
the  Greenspan  line  of  reason- 
ing. During  the  mid-1980s,  as 
deficits  exploded,  the  dollar 
soared.  And  over  the  past  year 
and  a  half,  the  commitment  in 
Congress  to  balance  the  bud- 
get has  intensified,  yet  the  dol- 
lar has  weakened.  Robert 
Johnson,  an  economist  and 
trader  at  Moore  Capital  Mar- 
kets, put  it  this  way:  "If  I'm 
sure  the  deficit  is  coming 
down,  then  I  short  the  dollar." 
Even  within  the  Fed  research 
staff,  there  is  some  dispute 
over  whether  the  boss  is  right. 
If  budget-cutting  were  to  Uft  the 
dollar,  as  Greenspan  suggests,  fiscal 
discipline  would  have  a  devastating 
effect.  Not  only  would  the  economy 
slow  because  of  the  cut  in  govern- 
ment spending,  but  the  higher  dollar 
would  cause  exports  to  fall,  while  im- 
ports would  take  off. 

Somehow,  a  strong  dollar  makes 
people  feel  that  all  is  well  with 
America.  So  it  may  be  almost  natural 
to  associate  a  robust  dollar  with  a 
government  that  is  finally  balancing 
its  budget.  However,  it  was  a  strong 
dollar  in  the  1980s  that  almost  deci- 
mated U.  S.  industry,  pricing  its 
products  out  of  world  markets.  And 
it  has  been  the  decHning  dollar  that 
has  helped  make  America  competi- 
tive again.  Thumbs  up,  then,  for  bud- 
get-cutting and  what  is  hkely  to  fol- 
low: a  lower  dollar. 

Senior  Editor  Zucker  directs  busi- 
ness week's  economics  and  markets 
coverage. 


Greenspan's  theory  that  red  ink  weakens  currencies  is 
undercut  by  the  yen  now  and  the  dollar  in  the  mid-'80s 
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ARKETING 


VHY  CLOTHIERS 

RE  FEELING  PINCHED 

:ioppers  are  waiting  for  markdowns  and  driving  hard  bargains 


^orporate  lawyer  Marsha  Kolb  spent 
—  the  beginning  of  Labor  Day  week- 
Wend  shopping  for  her  fall  wardrobe, 
le  32-year-old  Mundelein  (111.)  resi- 
nt  found  a  $320  black-and-white-pin- 
riped  pantsuit  that  would  be  perfect 
r  work.  But  Kolb  didn't  buy  it:  She'll 
back  in  October,  when  the  weather  is 
oler  and  the  prices  are  lower  "I  know 
e  price  will  come  down  at  least  a  third 
(ring  the  next  sale,"  she  says.  "I'm 
it  going  to  pay  full  retail.  That  would 
ludicrous." 

Kolb  is  hardly  alone.  Personal  in- 
mes  are  up,  and  the  recession  is  long 
st,  but  apparel  sales  have  been  dismal 
ice  1991.  Instead  of  getting  a  boost 
Dm  back-to-school  buying  in  August, 
erchandisers  found  themselves  stuck 
ith  racks  of  fall  clothes  dming  a  swel- 
ring  summer  Chains  such  as  Federat- 
I  Depaitment  Stores  Inc.  and  May  De- 
irtment  Stores  Co.  posted  measly 
me-store  sales  increases  of  less  than 
i  during  the  month,  while  retailers 
nn  Taylor  Inc.  and  The  Limited  Inc. 
)t  creamed,  with  declines  of  11%  and 
l  respectively. 

DDEN  BOOM.  Even  optimistic  retail 
cecutives  are  wondering  how  often 
ley  can  blame  the  weather  for  the  lin- 
iring  malaise.  Last  year,  they  cursed 
le  mild  vdnter.  Next,  they  complained 
)out  the  exceptionally  chilly  spring, 
ow,  it's  the  heat.  When  the  weather's 
)t  to  blame,  it's  the  lack  of  a  strong 


fashion  trend  or  a  shift  in  spending  pri- 
orities of  baby  boomers. 

Boomers,  though,  have  never  gone  in 
much  for  self-deprivation:  Their  closets, 
in  fact,  are  bulging  with  recent  pur- 
chases, says  David  Poneman,  senior  re- 
tailing analyst  at  Sanford  C.  Bern- 
stein &  Co.  in  New  York.  Deflation  in  Q  that  she  has  managed  to  cut  clothing 
clothing  price  tags  has  masked  a  bills  by  25%  to  40%  this  way.  "They 

Viiririon  v.r.r.m  in  ^^r^{i  =<aies,  he    ^''"''^'^c"'""**^    ^^^^^Y  Want  to  move  the  mer- 
st  SW-*'     ^"*'**VS   chandise,  and  they've  fig- 

^JC\        7\GZE^^  J  ured  out  this  is  what  it 

C  %\  '  takes,"  she  says. 

,  :  Still,  many  merchandis- 


BULGING  RACKS:  Too  many  shops 
mean  falling  apparel  prices 

of  women's  wear  bought  on  sale  rose 
slightly  in  the  fii'st  six  months  of  1995, 
to  51.5%.  "So  much  stuff  has  been  sold 
on  sale,  consumers  have  been  condi- 
tioned to  wait,"  says  Michael  Hand,  npd 
vice-president  for  soft-goods  services. 

What's  behind  the  weakening  prices? 
There  are  just  too  many  stores  chas- 
ing too  few  apparel  dollars,  says 
Nat  West's  Buchanan.  And  mai'ket  condi- 
tions are  unlikely  to  improve  anytime 
soon,  as  giant  retailers  and  discount 
chains  such  as  Sears  and  Target  Stores 
expand  their  apparel  offerings. 
PHONE  ALERTS.  Retailers  are  trying  to 
adjust.  Hoping  to  lure  preseason  shop- 
pers, Marshall  Field  &  Co.,  a  unit  of 
Dayton  Hudson  Corp.,  sent  out  coupons 
good  for  $75  off  August  purchases  of 
$300  or  more  for  fall  designer  clothes. 
Others,  such  as  Gap,  The  Limited,  and 
Ann  Taylor,  which  control  the  manufac- 
turing of  their  private-label  clothes,  are 
trying  to  roll  out  new  fashions  closer 
to  the  actual  wearing  season,  say  retail 
consultants.  But  given  August's  disap- 
pointing sales,  there's  little  evidence  the 
strategy  is  working. 

Rather  than  fighting  the  trend,  a 
growing  number  of  upscale  retailers, 
such  as  Nordstrom,  Saks  Fifth  Avenue 
and  Neiman-Marcus,  are  going  with  the 
flow.  Instead  of  pushing  for  a  full-price 
purchase,  sales  assistants  are  offering 
to  telephone  their  customers  when  spe- 
cific items  go  on  sale.  Anne  Trudel,  a 
Potomac  (Md.)  real  estate  agent,  figures 


16' 


hidden  boom  in  unit  sales 
argues.    Over   the  past 
thi'ee  years,  clothes  pric- 
es have  fallen  by  almost 
10%,  compared  with  the 
economy's  overall  price 
level,  putting  them  lower 
than   they   were  four 
years  ago. 

Shoppers  such  as  Kolb 
are    still    buying,  but 
they're  waiting  until  the 
stuff  is  marked  down.  "It's 
chic  to  be  cheap,"  says 
Robert  Buchanan,  retail  an- 
alyst at  Nat  West  Securities 
Inc.  "Folks  delight  in  going 
shopping  and  not  spending 
much  money." 

Apparel  sales  in  the  first 
half  of  1995  totaled  $60  bil- 
Uon,  an  increase  of  2%  from  the  1994 
period.  But  unit  sales  were  up  almost 
5%  during  the  same  period,  to  6.9  bil- 
lion, according  to  NPD  Group,  a  Port 
Washington  (N.Y.)  research  firm  that 
tracks  retail  data.  Meanwhile,  the  share 


ers  remain  optimistic  the 
malaise  will  go  away 
soon.  When  retail  con- 
sultant Kurt  Salmon 
Associates  surveyed  45 
retailers  about  1996 
\  sales  expectations, 
84%  said  they  antici- 
pated dollar  sales  to 
increase  next  year, 
with  close  to  half 
expecting  sales 
to  rise  more 
than  5%.  But 
they  had  better  not  be 
counting  on  shoppers  like  Marsha  Kolb 
with  her  bulging  closet.  Clearly,  it's  go- 
ing to  take  more  than  a  change  in  the 
weather  to  give  apparel  sales  a  good 
kick  in  the  pants. 

By  Susan  Cliandler  in  Chicago,  with 
Ami  Tlierese  Palmer  in  Lake  Forest,  III. 
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MARKETING 


IT'S  ENOUGH 

TO  MAKE  YOU  SICK 

Nearly  identical  drugs  are  sold  as  if  they  had  major  differences 


In  days  long  past,  relief  of  acid  indiges- 
tion was  a  relatively  simple  matter. 
We  ladled  on  the  diili,  dug  into  peppe- 
roni  pizza,  and  topped  it  off  with  Aunt 
Leona's  killer  brownies,  secure  in  the 
knowledge  that  our  Turns  or  Alka-Selt- 
zer  were  waiting  patiently  in  the  medi- 
cine cabinet.  Oh,  what  a  relief  it  was. 

Now,  drug  goliaths  are  pelting  con- 
sumers with  a  slew  of  reformulated 
big-time  prescription 
remedies.  Pepcid  AC 
and  Tagamet  hb 
have  arrived.  Zantac 
is  coming.  And  the 
ad  climate  is  getting 
ugly.  "If  the  public 
could  actually  see 
and  make  sense  of 
the  data  on  which 
these  claims  are 
based,  they  would 
be  appalled  at  how 
trivial  the  differenc- 
es are,"  says  Dr. 
Jerome  L.  Avorn, 
an  associate  profes- 
sor at  Hai-vard  Med- 
ical School.  "It's  all 
puffery." 

Or  worse.  On 
Sept.  5,  Johnson  & 
Johnson-Merck,  the 
joint  venture  that 
produces  Pepcid  ac, 
sued  SmithKline 
Beecham,  maker  of  4^ 
Tagamet  hk.  .j&.]-Merck  alleges  false  ad- 
vertising, citing  SmithKline's  claims  that 
Tagamet  hk  works  much  faster.  Smith- 
Kline  had  sued  .J&.J-Merck  on  Aug.  25, 
citing  boasts  so  bald  as  "New  Pepcid 
AC  is  better  than  Tagamet  hb." 
VIRTUAL  TWINS.  Certainly,  the  phanna- 
ceutical  world  has  seen  this  sort  of  fra- 
cas before.  With  the  introduction  of  two 
major  acid  indigestion  products  and 
more  on  the  way,  though,  the  otc  wars 
have  reached  a  new  fi'enzy.  Di-ugmakers 
are  spending  more  than  $250  million  to 
sell  their  wares  to  the  61  million  Amer- 
icans with  occasional  hcartbui-n,  a  mai-- 
ket  worth  well  over  $1  billion  a  year.  All 
that  money,  say  critics,  forces  queasy 
consumers  to  sort  through  ii  relevant  or 
misleading  ads.  j&j-Merck's  ads  claim 


"Only  Pepcid  AC  has  proven  that  it  can 
prevent  heaitbiuTi  and  acid  indigestion." 
SmithKline  trades  on  Tagamet's  history 
as  a  prescription  ulcer-fighter — a  far 
cry  from  its  weaker  over-the-counter 
version. 

Many  doctors  contend  that,  ulti 
mately,  the  otc  forms  of  Pepcid 
and  Tagamet  simply  are  not 
much  different.  Both  so-callet 


TWEEDLEDUM  AND  TWEEDLEDEE? 

Conipeting  claims  in  ads  for  Pepcid  AC 
and  Tagamet  HB  and  a  doctor's  reaction: 

PEPCID  AC  "Only  Pepcid  AC  has  proven 
that  it  can  prevent  heartburn  and  acid 
indigestion.  Only  Pepcid  AC  controls 
acid  with  just  one  tablet.  Only  Pepcid  AC 
is  preferred  by  8  out  of  10  doctors  and 
pharmacists." 

TAGAMET  HB  "Doctors  have  already 
endorsed  Tagamet  in  the  strongest 
possible  way.  With  their  prescription 
pads.  And  now  doctors  and  pharmacists 
will  appreciate  Tagamet  HB's  onset-of- 
action  for  heartburn.  Pepcid  AC,  on  the 
other  hand,  can  take  one  to  two  hours 
to  start  reducing  stomach  acid." 

M.  MICHAEL  WOLFE,  HARVARD  MED- 
ICAL SCHOOL  "These  drugs  are  virtually 
the  same."  And  neither  acts  as  quickly 
as  such  antacids  as  Turns  or  Mylanta. 


among  H2-blockers  wiW  heat  up  whi 
Glaxo  and  marketing  partner  Warn(- 
Lambert  Co.  take  Zantac  over  the  coi  ■ 
ter,  perhaps  later  this  year. 

Already,  the  battle  is  forcing  n: 
marketers  to  do  some  fancy  dancir. 
J&j-Merck  must  pitch  its  Pepcid 
without  killing  off  its  Mylanta  ant;u- , 
So,  while  vaunting  Pepcid  Ac's  ad\  ;i 
tages  in  one  set  of  ads,  j&j-Merck  claii 
in  others  that  "nothing  soothes  hen 
burn   faster  than   Mylanta  liquK 
SmithKline,  for  its  part,  shuns  attac; 
on  antacids  such  as  its  Turns  in  pro- 
moting Tagamet  hb.  That's  Ukely  a 
sound  strategy,  since  it  and  the  Ai 
other  combatants  probably 
will  end  up  marketing 
their  H2-blockers 
in  combination 


H2-antagonists  inhibit  the  production  of 
stomach  acid,  not  just  absorb  it,  as  ant- 
acids do.  "These  di-ugs  are  viitually  the 
same,"  says  Dr  M.  Michael  Wolfe,  an  as- 
sociate professor  of  medicine  at  Har- 
vai'd  and  co-author  of  The  Fire  Inside,  a 
gastrointestinal  guide  due  out  in  Febiu- 
ary.  "The  differences  are  not  clinically 
relevant." 

Foj-  marketers,  though,  it's  crucial  to 
fix  the  idea  of  product  superiority  early 
on — as  SmithKline  leamed  when  rival 
Glaxo  Inc.  convinced  doctors  in  the  mid- 
1980s  that  its  presci'iption  ulcer-fighter 
Zantac  outperfonned  Tagamet.  Although 
almost  identical,  Zantac  soared  above 
Tagamet  to  become  the  biggest-selling 
drug  in  the  world,  I'acking  up  $3  billion 
in  annual  sales.  Indeed,  the  ad  battle 


with  an  antacid.  More  to  the  point,  di- 
tors  say  that  Turns,  Mylanta,  and  M; 
lox  provide  almost  immediate  I'clii 
even  if  slower-acting  H2-blockers  ca 
discomfort  longer 

What  doctors  think,  though,  may  n 
matter  on  Madison  Avenue.  "If  you 
targeting  doctoi's  or  the  medical  comn: 
nity,  the  advertising  may  frankly 
be  credible,"  says  Gary  M.  Stibel, 
principal  at  the  New  England  Consu 
ing  Group.  But  he  adds:  "Doctors  a 
veiy  naive  in  believing  that  small  difff 
ences  between  products  cannot 
meaningful  to  consumers."  In  the  er 
he  says,  what  matters  is  "what  real  co 
sumers  believe  is  important."  Look  f 
more  advertising  heartburn  to  come 
By  Joseph  Weber  in  Philadelph 
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iddy  fought  in  the  war. 


The  Motorola  Microirtv^  >juic.  .-.tv. 
comes  from  a  long  line  of  heroes. 
Like  the  onginal  SCR  536  hand-held 
wireless  radio,  which  cut  our 
boys  loose  from  the  wires  of  war. 
Lives  depended  on  us  then.  Busy 
hves  depend  on  us  now.  Motorola. 
The  best-selling,  most-preferred 
cellular  phones  in  the  world. 


MOTOROLA 


00-331-6456  (i«).Molorola  cinJUUraUie  are 
lemarks  ol  Motorola,  Int  ©W«  Molorol.,  Inc 
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PEOPLE 


KERKORIAN  KEEPS 
'EM  GUESSING 

What's  behind  his  hiring  of 
Chrysler  veteran  Jerry  York? 

At  Chrysler  Corp.,  the  omnipresent 
question  is  this:  What  will  Kirk 
Kerkorian  do  next?  For  five  months, 
the  Las  Vegas  gambling  mogul  has  hov- 
ered with  his  13.6%  stake  in  the  car- 
maker. Even  after  abandoning  his 
underfinanced  $20.5  billion  acquisition 
bid  in  May,  his  presence  continues  to 
rattle  managers  and  investors. 

On  Sept.  5,  Kerkorian  played  his  latest 
card:  hiring  Jerome  B.  York,  chief  finan- 
cial officer  at  ibm  and  a  14-year  Chrysler 
veteran.  York  becomes  vice-chair-man  of 
Tracinda  Corp.,  Kerkorian's  investment 
vehicle.  More  important,  he  may  be 
Kerkorian's  choice  to  run  Chrysler,  if  the 
moribund  takeover  bid  is  resuscitated. 
One  Kerkorian  intimate  says  that  the 
bilhonaire  investor  is  still  contemplating 
a  proxy  solicitation  to  attempt  to  gain 
control  of  Chrysler's  board  or  to  for-ce 
dividend  incr-eases  or  stock  buybacks. 
York,  57,  gives  Kerkorian  a  formid- 


able boost.  A  proven  cost 
cutter  and  crisis  manager, 
he  was  a  key  arx'hitect  of 
IBM's  $8  billion  cost-cut- 
ting plan  and  a  leader  of 
Chrysler's  early-'90s  cru- 
sade to  chop  $4  biUion  in 
operating  costs.  During 
his  years  at  Chrysler,  he 
ran  the  company's  Mexi- 
can oper-ations,  was  gen- 
er'al  manager  of  the 
Dodge  division,  and  was 
briefly  one  of  the  compa- 
ny's top  engineers.  "He 
does  add  some  credibility" 
to  Kerkorian's  demands  on 
the  company,  concedes  one 
Chrysler  executive. 

LONG  ODDS.  That  may  be  crucial,  since 
York's  for-mer  boss,  Lee  A.  lacocca, 
could  soon  sever  his  ties  with  Kerkorian. 
lacocca  has  supported  Tr-acinda's  bid 
fr"om  the  beginning.  But  now,  he  is  ne- 
gotiating with  Chrysler  directors  to  i"e- 
gain  access  to  stock  options  that  are 
worth  approximately  $40  million.  In  re- 
tur'n  for  freeing  the  options,  directors 
are  demanding  lacocca  cut  his  alliance 
with  Kerkorian.  Dii-ectors  could  vote  on 
lacocca's  request  as  early  as  Sept.  7. 

Even  with  York,  however,  the  odds  of 
Kerkorian's  taking  control  of  Chrysler 
remain  long.  Financing  for  the  buyout, 


PROVEN  RECORD:  York  may 
boost  Kirks  credibility 


now  valued  at  roughly  $ 
billion,  is  still  in  questic 
And  even  though  a  pro 
fight  might  put  York 
Chrysler's  board,  electi 
an  entii'e  York-led  maj( 
ity  slate  of  new  dir-ectc 
would  be  much  more  dil 
cult.  Analysts,  meanwhi 
expect  strong  sales 
Chiysler's  new  minivans 
kick-start  profits  over  t 
next  year.  Investors  "wor 
have  to  think  twice  abo 
thr'owing  out  cun-ent  ms 
agement,  given  what  th 
have  done,"  says  Robert 
Miller,  former  Chrysl 
vice-chaiiTnan  and  now  c 
of  Morrison  Knudsen  Corp. 

York,  who  dec'iined  to  discuss  his  m 
job,  will  be  well  paid  in  any  case:  He 
to  receive  a  per-centage  of  the  gain 
Tracinda's  Chrysler  shares,  an  arrang 
ment  already  worth  $20  million.  Gene 
ous,  yes — but  Kerkorian  certainly 
afford  it.  He  added  a  cool  $130  million 
his  own  paper  profit  when  Chrysle 
stock  jumped  by  $2.50  a  share,  to  5' 
the  day  of  York's  hiring.  That's  enou 
to  hire  several  Jerry  Yorks — and  st 
have  some  cash  left  over. 

By  David  Woodruff  in  Detroit,  w 
Ira  Sager  i7i  New  York 


STRATEGIES 

A  BIG  LiniE 
BANK  DEAL 

NationsBank  won't  make 
history  with  it-just  money 

Credit  the  rumor  mill  with  this 
much:  Acquisitive  Chairman  Hugh 
L.  McColl  was  indeed  working  on  a 
takeover  But  it  wasn't  Bank  of  Boston, 
First  Chicago,  or  Chase  Manhattan — 
all  r-eported  NationsBank  Cor'p.  targets 
in  recent  weeks.  Nothing,  even,  that 
would  broaden  the  nation's  third-  f 
largest  bank's  reach  outside  its  | 
stronghold  in  the  Southeast.  I 
Instead,  NationsBank  is  acquir-  -L 
ing  small-fry  Bank  South  Corp.  for  ~' 
the  almost  quaint  price  of  $1.6  billion 
in  stock.  You  could  all  but  hear  Wall 
Street  deflate  with  disappointment. 
"Can  you  believe  that  a  $1.6  ()ilHon 
deal  is  trivial?"  asks  NationsBank 
President  Kenneth  D.  Lewis.  "It's 
a  sign  of  the  times."  \ 
The  deal  doesn't  accomplish  what 


many  expected  of  McColl:  A  landmark 
acquisition  with  the  scope  of  Chemical 
Banking  Corp.'s  $10  billion  pur'chase  of 
Chase.  But  trivial  it's  not.  The  purchase 
consolidates  NationsBank's  position  in 
the  hot  Atlanta  market,  blocking  Wa- 
chovia Corp.  or  SunTrust  Banks  Inc. 
fr-om  nabbing  Bank  South.  "This  is  a 
signal  to  the  nation  that  the  show  isn't 
over  in  the  South,"  says  Interstate/John- 
son Lane  Inc.  analyst  John  J.  Mason. 

At  a  hefty  2.5  times  Bank  South's 
book  value,  NationsBank  is  spending  big 
by  McColl's  standar'ds.  But  it  wiU  pay  for 
the  purchase  with  its  own  inflated  stock, 
up  40%  on  the  year.  And  the 
in-market  combination  allows 


NUMBER  OF  BRANCHES 

■  NATIONSBANK 

■  BANK  SOUTH 


for  far  more  consolidation  than  buying 
the  Northeast  would:  NationsBank  pla 
to  eliminate  100  of  the  combined  ban] 
337  Geor'gia  branches.  That  should  tr 
$174  miUion  in  operating  costs,  it  sa; 
and  make  the  acquisition  a  contributor 
earnings  by  1997. 

The  deal  underscores  NationsBan 
plan  to  emphasize  retail  banking,  ev 
as  it  builds  its  "wholesale"  presence 
loan  syndication  and  capital  mar-kets,  a 
fits  with  McColl's  strategy  of  grow 
thr-ough  acquisitions  in  the  South.  A 
the  big  one?  Investment  banking  sourc 
say  McColl  has  considered  bids  for  Ba 
of  Boston  and  Chase — then  backed 
when  the  prices  got  too  high.  Lewis  t 
lieves  the  Bank  Sou 
acquisition  strengt 
ens  NationsBanl 
home  front  and  e 
ables  McColl  to  "w; 
for  another  deal  th 
makes  sense."  T 
question:  With  I 
banks  succumbing 
most  weekly,  he 
long  can  McColl 
ford  to  wait? 

By  David  Greisi 
in  Atlanta 


SMART  MOVE 

The  deal 
allows  more 
consolidation 
than  buying  in 
the  Northeast 
would: 
NationsBank 
plans  to  close 
100  branches 
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KesDonsive  Solutionsi 


It's  more  than  being 
prepared  for  change, 
being  a  partner  to  it. 


In  the  Communications  Industry,  change  is  the 
only  constant  At  First  Union  Capital  Markets  Group, 
we  respond  to  the  complexities  within  the  industry 
by  providing  solutions  that  reflect  our  depth  of 
experience. 

As  a  long-time  financial  provider  to  the 
Communications  Industry  we  are  on  familiar  ground 
and  we  know  the  role  a  sound  relationship  plays  in 
developing  tailor-made,  responsive  solutions. 


Perhaps  First  Union  should  be  on  your  short 
list  if  you're  looking  for  a  capital  markets  partner 
We'd  like  the  opportunity  to  show  you  why.  For 
further  information,  contact  Lloyd  R.  Sams, 
Managing  Director,  at  (704)  374-4151. 


Capital  Markets  Group 


Offering  expertise  tliroughout  the  Communications  Industry  including: 
Newspapers  &  Publishing  •  Outdoor  Advertising  •  Cable  Television  •  Wireless  Cable  •  TV/Radio  Broadcasting  •  Sports  Franchises  •  Programming 
Cellular  •  Paging  •  Long  Distance  •  Local  Exchange  Carriers  •  Theaters  ©1995  First  Union  Corporation 


News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 


DIVORCE. 
EXECUTIVE  STYLE 

A  soapy  drama  envelops  two  former  Thrifty  PayLess  officials 


Ho  matter  who  you  believe,  it  has 
been  a  pretty  messy  divorce.  The 
estranged  husband  claims  his  wife 
was  stolen  by  her  onetime  boss,  the  for- 
mer chief  executive  of  Thrifty  PayLess 
Inc.,  the  nation's  second-largest  retail 
drugstore  chain.  The  wife  says  that's 
bunk  and  claims  her  soon-to-be-ex  is 
trying  to  punish  her  for  leaving  him. 

The  nasty  affair  surfaced  when  the 
husband,  David  Nelson,  36,  filed  a  law- 
suit on  Aug.  1.5  alleging 
that  former  Thrifty  Pay- 
Less CEO  Timothy  R. 
McAlear  hired  Nelson's 
wife  as  marketing  vice- 
president  at  nearly  six 


March.  But  they  vigorously  deny  that 
David  Nelson  has  any  grounds  for  a 
suit.  "The  whole  thing  is  a  fairy  tale," 
insists  McAlear.  "They  say  there  is 
nothing  more  dangerous  than  a  woman 
scorned,  but  I  guess  a  man's  scorn  can 
be  worse." 

Lori  Nelson  says  her  husband  simply 
resented  her  quick  rise:  "When  I  de- 
cided to  divorce  him,  David  said:  'I  will 
make  your  life  a  living  hell.' "  David 


A  TALE  WORTHY  OF 
MELROSE  PLACE 


times  her  previous  sala- 
ry to  continue  a  "secret 
romantic  and  sexual  rela- 
tionship" with  her.  Nel- 
son is  suing  McAlear  and 
Thrifty  PayLess  for  alleg- 
edly inducing  him  to 
leave  a  better-paying  job 
and  follow  his  wife  to 
Oregon. 

NO  PAIN.  Both  McAlear, 
51,  and  Lori  Young  Nel- 
son, 32,  were  ousted  fi'om 
their  jobs  by  Thi-ifty  Pay- 
Less last  December.  The 
company  won't  comment, 
but  it  doesn't  appear  that 
Thrifty  PayLess'  financial 
peifoiTnance  was  wanting 
while  they  were  there. 
McAlear  led  PayLess 
Drug  Stores  Northwest  Inc.  through  its 
December,  1993,  merger  with  Thrifty 
Corp.  after  PayLess  was  spun  off  by 
Kmart  Corp.  On  the  day  the  board  an- 
nounced his  departui'e,  the  company  re- 
ported earnings  before  accounting 
changes  of  $106  million  on  sales  of  $3.1 
billion  for  the  year  ended  Oct.  2. 

That  apparently  was  enough  to  qual- 
ify McAlear  for  a  "$248,772  bonus  tied  to 
profits:  McAlear  has  sued  PayLess  for 
the  bonus  and  damages  for  what  he 
says  was  an  unfair  dismissal.  Lori  Nel- 
son is  also  suing  the  company  for  a  bo- 
nus of  about  $55,000  she  says  is  due 
her. 

Both  McAlear  and  Lori  Nelson  filed 
for  divorce  from  their  spouses  last 


JUNE  1993  Lori  Young  Nel- 
son joins  Thrifty  PayLess  as 
vice-president  for  marketing 

DECEMBER  1994  Thrifty 
PayLess  ousts  both  CEO 
Timotiiy  IVIcAlear  and 
Nelson 

MARCH  1995  Both 
McAlear  and  Nelson  file  for 
divorce  from  their  spouses 

AUGUST  1995  Nelson's 
husband  sues  McAlear,  al- 
leging the  CEO  had  a  "se- 
cret and  sexual  relation- 
ship" with  Nelson's  wife 

DATA:  COURT  DOCUMENTS, 
OAKLAND  COUNTY,  MICH. 


Nelson  declined  to  be  intei"viewed,  but 
his  attorney,  Gerard  Mantese  of  Hunt- 
ington Woods,  Mich.,  says  he  is  confident 
of  winning  the  suit.  "My  client  is  on 
the  side  of  the  angels,"  says  Mantese. 

This  stoiy  began  at  Northern  Michi- 
gan University,  where  the  Nelsons, 
business  students,  met.  They  married 
in  1989  and  David  got  a  job  selling  golf 
carts  for  Club  Car  Inc.  Lori  joined  ad 
agency  J.  Walter  Thompson  uSA  Inc.'s 
Detroit  office  as  an  account  executive. 

In  1991,  she  was  assigned  to  the  ad- 
vertising account  of  PayLess,  where  she 
began  to  work  closely  with  McAlear, 
then  pre.sident  and  based  in  Oregon. 
Lori  soon  was  promoted  to  vice-presi- 
dent at  Thompson  and  in  mid-1993  was 


offered  the  job  of  marketing  vice-prei 
dent  at  PayLess.  "She  was  a  star,  risii 
very  fast,"  says  Samuel  H.  Pettway, 
SpencerStuart  headhunter 

From  there  on,  the  story  gets  murl 
er.  David  Nelson  alleges  that  McAle 
arranged  for  Lori  to  receive  a  compe 
sation  package  of  more  than  $300,000 
year,  almost  six  times  her  income  at 
Walter  Thompson.  McAlear  says  it  w 
"about  half  that  amount"  and  conten 
the  package  was  standai'd  for  an  exec 
five  of  Lori  Nelson's  caliber. 

Nelson,  then  making  $70,000  in  sala 
and  commissions  as  a  territory  manag 
for  Club  Car,  says  he  was  flown  firs 
class  to  Oregon  to  meet  with  McAle; 
Over  lunch  and  dinner,  McAlear  to 
him  his  wife  would  receive  stock  wor 
up  to  $4  million.  Nelson  alleges  in  t 
suit  he  filed  in  Oakland  County  Circi 
Court  in  Michigan.  Giv( 
the  benefits  to  his  wi 
Nelson  decided  to  trar 
fer  to  a  less-lucrati 
sales  region  in  Oregon, 
says,  where  his  incon 
fell  to  $40,000  last  yeai 
Meantime,  Kmart  so 
PayLess  to  Thiifty  with 
months  after  Lori  Nels( 
joined  the  compan 
McAlear,  who  began  as 
management  trainee  vri 
Kmart  in  1963,  emergf 
as  CEO  of  the  newly  cor 
bined  company,  whi( 
projects  sales  of  $4.6  b 
lion  this  year  from  i 
1,100  drugstores.  And 
April,  1994,  Lori  Nelsc 
was  promoted  to  seni 
vice-president. 

What  David  Nelsc 
didn't  know  when  Lo 
was  first  offered  the  jo 
he  says  in  the  suit,  w 
that  by  Aug.  1,  1992,  h 
wife  was  having  an  affair  with  McAlej 
then  married  to  his  second  wife.  I 
says  he  only  discovered  the  affair 
March,  after  Lori  filed  for  divorce. 

Lori  Nelson  teUs  a  different  story.  SI 
says  her  maniage  had  long  been  tro 
bled.  "[David]  is  insecure  and  paranoic 
she  contends.  "He  has  accused  me  of  b 
ing  involved  with  eveiy  superior  I  ev 
had."  They  had  been  separated  for  a  ye 
before  he  decided  to  move  to  Oregc 
with  her.  Once  there,  she  charges,  Dav 
"sat  ai'ound  and  didn't  go  to  work." 

The  only  thing  missing,  it  seems, 
Hollywood.  Mercifully,  the  parties  i: 
volved  all  say  they  have  yet  to  be  co 
tacted  about  a  movie  deal. 

By  John  A.  Byrne  in  New  Yen 
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We  hay^a  very  different  policy  when  it  comes  to  vacation  homes. 


Np  matter  how  short  your  stay,  nothing  restores  you  like  a  visit  to  your  vacation  home.  And  nothing  brings 
ou  more  peace  of  mind  than  insuring  it  with  a  Masterpiece  Vacation  Home  policy  from  Chubb.  It's  priced  vei7 
iM-npctirivcly  with  the  type  of  coverage  you  need  for  your  second  home — because  we  recognize  it's  not  your 
primary  home.  And  you  still  get  the  same  financial  strengths  and  claim  service  that  make  vacation  homeowners 
ay  coverage  from  Chubb  is  like  a  day  in  the  country.  For  a  complimentary  video  about  protecting  your  vacation 
K)me,  call  your  independent  agent  or  broker,  or  Chubb  at  l-SOO-CHUBB  08.   

  .  :  m  ^ 

Insureyour  world  with  Chubb  ^  j 


.11-  pioiiicitional  puiposcs,  ChM  refers  ro  member  insurers  iif  rhe  C'hulib  Group  ol  Insur;ince  Companies  unJerwriring  coverngc. 
lie  precise  eoveryfie  offcreJ  is  suhjecr  to  the  terms,  conditions  and  exclusions  of  the  policies  as  issued.  Coverage  may  not  he  available 
II  all  jurisdictions.  Chuhb  Group  of  Insurance  Companies,  Box  1615,  Warren,  NJ  07061-1615. 


CHUBB 


News:  Analysis  &  Commentary 


THE  TEACHERS 
ARE  ALL  NEW 


EDUCATION 


READING.  WRITING, 
AND  RANCOR 

A  bitter  fight  looms  over  privatization  of  a  Pennsylvania  school 


Beverly  Hillman  can't  pin  down  ex- 
actly when  or  why  Turner  Elemen- 
tary School  hit  the  skids.  In  the 
'70s,  she  says,  her  daughter  got  a  good 
education  at  the  highly  ranked  school 
in  the  Pittsburgh  suburb  of  Wilkins- 
burg.  But  as  the  local  steel  industry 
died  and  Wilkinsburg  gi-ew  poorer.  Hill- 
man  has  been  ftnistrated  by  the  school's 
deterioration.  The  last  straw  came  when 
two  boys  beat  up  her  8-year-old  grand- 
daughter in  an  empty  hallway.  "They 
just  let  those  kids  sit  there  and  fer- 
ment," complains  Hillman. 

Now,  however,  Hillman  is  convinced 
that  Turner  is  in  for  a  turnaround.  Last 
spring,  the  Wilkinsburg  school  board 
hii'ed  a  fledgling  piivate  company.  Alter- 
native Public  Schools  Inc.,  of  Nashville, 
to  ran  it.  APS,  co-founded  in  1992  by  fi- 
nancial consultant  John  Eason,  has 
tapped  leading  educators  to  devise  a 
new  progi'am  for  Ttimer.  Its  approach  is 
largely  based  on  a  program  developed 
by  Elaine  Mosley,  former  principal  of 
an  innovative  inner-city  school  in  Chica- 
go who  now  is  taking  over  as  principal 
of  Turner.  The  project — the  APS's  fii"st — 
stresses  a  longer  school  year  and  study 
programs  tailored  to  each  of  Tiu'ner's 
400  students.  APS  also  fired  Turner's 
24  teachers  and  hired,  at  comparable 
pay,  its  own  26-member  staff. 

The  changes  at  Turner  Elementary 
have  implications  for  education  that  go 


far  beyond  the  town  of  Wilkinsburg.  In- 
deed, cities  and  states  across  the  coun- 
try are  fiercely  debating  the  role  of 
teachers'  unions  and  private  companies 
in  pubhc  schools.  Other  school  districts 
in  cities  such  as  Baltimore  and  Hart- 
ford have  also  hired  private  companies 
to  administer  existing  school  systems. 
But  Wilkinsburg  is  the  first  district  to 
give  over  an  entire  school's  curriculum 
and  staff  to  a  private  company. 
POWERFUL  PALS.  The  local  union,  the 
Wilkinsburg  Education  Assn.,  views 
Turner's  privatization  as  a  mortal  thi'eat 
and  is  suing  to  kill  the  initiative.  The 
case  is  scheduled  to  come  before  the 
Pennsylvania  Supreme  Court  on  Sept. 
18.  "They  want  to  bust  the  union,"  says 
Pennsylvania  Education  Assn.  Field  Di- 
rector Edward  W.  Chiisty,  "and  they're 
hiding  behind  the  issue  of  improving 
the  schools."  Even  if  the  union  loses  its 
court  battle,  it  hopes  to  win  control  of 
the  school  board  in  elections  this  fall 
and  then  rescind  the  contract. 

But  the  Wilkinsburg  school  board 
has  powerful  supporters.  One  is  Penn- 
sylvania Governor  Tom  Ridge,  who's 
pushing  hard  for  a  school-voucher  sys- 
tem in  the  state.  And  the  conservative 
Landmark  Legal  Foundation  of  Kan- 
sas City,  Mo.,  is  paying  all  the  board's 
legal  bills.  The  teachers  are  backed  by 
the  state  chapter  of  the  National  Edu- 
cation Assn.,  the  nation's  largest  labor 


ALTERNATIVE'S 
ALTERNATIVE 

FIRE  teachers  and  hire  its 
own,  economizing  by  blend- 
ing teachers  with  lower- 
paid  aides 

EXPAND  school  year  from 
180  days  to  212 

PEG  teachers'  pay  to 
performance 

DESIGN  its  own  curriculum; 
offer  special  programs 
before  and  after  school 


union,  which  is  also  funding  the  car 
paign  to  unseat  the  school  board  ar 
subsidizing  grassroots  opposition  to  tl 
TiU'ner  plan. 

As  the  politics  rage,  aps  is  scurr 
ing  to  win  community  support.  Witho 
increasing  Turner's  $2  million  budg( 
the  company  is  extending  the  scho 
year  to  11  months  and  lengthening  tl 
day:  Kids  can  stay  at  Turner  fro 
breakfast  at  7  a.m.  through  special  acti 
ities  ending  at  6  p.m.  That  means  mo: 
contact  with  teachers  and  fewer  id 
hours  on  the  mean  streets  of  Wilkin 
bui'g.  In  addition  to  long  hours,  the  ne 
teachers  are  expected  to  knock  on  doc 
throughout  the  district,  establishing  ti( 
with  parents  and — equally  important- 
winning  political  support  for  the  Tum< 
initiative. 

Sounds  like  a  tough  job?  That's  tl 
idea,  says  aps  President  Eason.  i 
maintains  that  if  teachers  know  the 
jobs  hinge  on  parents'  satisfactio 
they'll  work  longer  and  harder.  In  tim 
he  expects  many  private  companies, 
eluding  aps,  to  bid  for  school  contrae 
throughout  the  country,  generating 
market-driven  revolution  in  educatior 

But  the  teachers'  union  charges  th 
the  Wilkinsburg  board  is  blaming  di 
social  problems,  from  poverty  to  whi 
flight,  on  teachers.  What's  more,  priva 
ization  opponents  claim  that  by  fii"ii 
the  24  teachers  at  Turner  and  replacir 
them  with  younger  ones,  mostly  fro 
outside  the  borough,  the  board  is  seve 
ing  Turner's  roots  in  the  community. 

Even  if  the  experiment  at  Turn< 
survives  court  and  local  challenges,  tl 
new  teachers  face  a  series  of  dauntir 
hurdles,  fi'om  lifting  test  scores  to  in 
proving  discipline.  Otherwise  Turnei 
private  educators  will  be  facing  bot 
angiy  parents  and  angry  employers. 

By  Steplien  Baker  in  Wilkimburg,  F 


54  BUSINESS  WEEK  /  SEPTEMBER  18,  1995 


TI  MAKES. 
SOFTWARE? 


We've  been  making  successful 
application  development  software 
for  9  years.  And  counting. 


Perhaps  you've  heard  of  a  few  of  our  clients.  Bell  Atlantic,  the  Chkugo  Mercayitile  Exchange,  Kaiser  Perrnanente 
and  the  U.S.  Army  are  among  the  over  1100  leading  corporations  and  government  agencies  we've  helped  worlduiide. 
To  join  our  client/server  success  stories  or  for  more  information  about  TI  Software,  call  1-800-838-1843  ext.  3000. 


"EMeiid/ng  YnurEmrh'' isalrademark  of  Texas  In.strum,ents.  ©1995  TI.  ■ 
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KODAK  TAPS  TWO 
YOUNG  TURKS 

FOR  HIS  FIRST  21  MONTHS  AT 

the  helm  of  Eastman  Kodak, 
George  Fisher  surprised 
nearly  everyone  by  leaving  in 
place  most  of  Kodak's  old 
management  team.  But  on 
Sept.  5,  he  decisively  reshuf- 
fled the  top  ranks,  promoting 
two  younger  executives  to 
work  directly  under  him  as 
assistant  chief  operating  offi- 
cers— and  announcing  the  re- 
tirement next  May  of  the 
company's  current  No.  2  man- 
ager, Leo  "Jack"  Thomas.  In- 
siders say  that  the  two  rising 
stars,  Carl  Kohrt,  51,  and 
Daniel  Carp,  47,  are  in  the 
Fisher  mold:  incisive,  person- 
able, and  candid.  The  promo- 
tions have  set  in  motion  an 
early  race  to  succeed  Fisher, 


CLOSING  BELL 


POW!  ZAP! 

There  is  a  video-game  quality 
to  Nintendo's  current  streak: 
First,  the  fleeting  prize,  then 
the  hidden  trap  door  On  Sept. 
5,  the  software  company  lift- 
ed its  earnings  estimate  for 
the  fiscal  half  ending  Sept. 
30,  citing  the  weakening  yen. 
The  downside:  Sales  will  be 
lower  than  expected,  owing  to 
the  lackluster  launch  in  Ja- 
pan of  the  Virtual  Boy  3-D 
game  machine.  Still,  U.S. 
managers  are  smiling.  The 
Killer  Instinct  game  sold 
150,000  copies  in  its  first 
day — far  more  than  1994's 
hit,  Donkey  Kong  Country. 


7.000 


NINTENDO  CO.  STOCK  PRICE  IN  YEN 


DAIA:  BLOOMBERG  fINANCIAL  MARKETS 


although  at  54  he's  not  likely 
to  retire  anytime  soon. 

COMMERCE  SPINS 
OFF  THREE  INDEXES 

PRIVATIZATION  MARCHES  ON: 

On  Dec.  29,  the  government's 
primary  gauge  of  future  eco- 
nomic conditions  moves  to 
the  private  sector.  The  index 
of  leading  indicators  will  be 
computed  and  published  by 
the  Conference  Board,  a 
New  York-based  business 
research  group  known  for 
its  surveys  of  consumer  con- 
fidence. The  Commerce  Dept. 
is  spinning  off  the  47-year- 
old  index — along  with  its  sib- 
lings, the  lagging  and  coinci- 
dent indicators — to  save 
about  $450,000  a  year,  funds 
that  will  be  devoted  to  im- 
proving other  statistics.  The 
three  indexes  are  second- 
hand figures  derived  from 
other  government  and  pri- 
vate statistics,  but  they  can 
still  move  markets:  "A  prov- 
en record  in  data  security" 
was  one  of  the  Conference 
Board's  prime  qualifications. 

ANOTHER  WIN-WIN95 
PROPOSITION 

HOW  TO  MAKE  A  BUNDLE  IN 

software — lesson  two.  Hav- 
ing sold  one  million  copies  of 
Windows  95  in  just  four  days, 
Microsoft  now  estimates  that 
more  than  10%  of  Win95  buy- 
ers also  have  purchased  its 
new  Office  for  Windows  95,  a 
collection  of  spreadsheet, 
word  processing,  and  other 
programs.  For  that,  it  can 
thank  the  noncompetition. 
Lotus  Development — now 
owTied  by  IBM — on  Sept.  5  an- 
nounced a  Win95  version  of 
its  SmartSuite  offering.  But 
critical  elements,  most  not- 
ably the  1-2-3  spreadsheet, 
won't  immediately  take  ad- 
vantage of  Win95's  many  fea- 
tures. Also,  Novell  won't  of- 
fer a  Win95  version  of  its 
PerfectOffice  until  at  least 
yearend. 


HEADLINER:  JERRY  JONES 


A  COWBOY  THE  NFL  CANT  LASSO 


When  Jerry  Jones  paid 
$140  million  for  the  Dallas 
Cowboys  in  1989,  it  was  no 
ego  play.  He  intended  to 
make  money.  So  he  has. 

On  Sept.  4,  the  defiant 
one  stnack  again  at  the 
National  Football  League 
establishment,  announcing 
a  seven-year  agreement 
between  his  Texas  Stadi 
um  and  Nike.  Nike 
vdll  supply  sideline 
togs  to  Cowboy 
players  and  coaches 
and  there  will  be  a 
joint  development 
of  a  football 
theme  park. 

NFL  Commis- 


sioner Paul  Tagliabue  says 
the  deal  violates  league  pol- 
icies. Tough.  Such  deals  vdll 
allow  Jones  to  pay  bonuses 
that  bypass  the  nfl's  sala- 
ry cap.  Big  bonuses  win  big 
players,  who  vdn  big 
games — which  make  money. 
Jones  may  have  more 
in  store:  Sports  Mar- 
keting Group  chair- 
man Nye  Lavalle 
says  a  pact  with 
American  Ex- 
press is  immi- 
nent. The  nfl's 
official  charge 
card  is  Visa. 

By  Stephanie 
Anderson  Forest 


USAIR'S  CHIEF 
PLANS  TO  BAIL  OUT 

on  SEPT.  5,  USAIR  PREDICTED 
it  would  end  1995  with  an  op- 
erating profit,  its  first  in  six 
years.  The  next  day.  Chief 
Executive  Seth  Schofield,  56, 
abruptly  announced  his  inten- 
tion to  retire.  The  reason 
wasn't  clear.  Schofield  "had  de- 
cided that  usAir  had  come  a 
long  way,"  a  company  spokes- 
man says.  Indeed,  since  taking 
over  the  airline  in  1992,  he 
has  fought  with  unions  to  cut 
salaries  and  other  operating 
expenses.  But  the  airline  still 
has  the  industry's  highest  la- 
bor costs,  and  its  stock  hasn't 
budged. 

LABOR  LOBS  ONE  AT 
FIELDCREST  CANNON 

IN  A  BATTLE  AS  BITTER  AS 

any  in  the  textile  industiy's 
long,  troubled  labor  history, 
the  Union  of  Needletratles,  In- 
dustrial &  Textile  Employees 


has  won  a  big  round.  The  N 
tional  Labor  Relations  Boar 
ruled  over  the  Labor  Da 
weekend  that  Fieldcrest  Cai 
non  must  allow  employees 
hold  new  union  elections,  reii 
state  14  union  supporters  fm. 
during  a  1991  union  electio 
and  repay  $2  milhon  in  bac 
wages.  The  real  capper: 
Fieldcrest  Cannon  vice-pres 
dent  must  stand  by  while 
NLRB  cease-and-desist  order 
read  aloud  at  Fieldcrest  plan 
in  four*  states.  Fieldcrest  Cai 
non  plans  to  appeal. 

ETCETERA.  ■■ 

■  Swiss  Bank  will  acquire 
24.9%  stake  in  Perot  Sy! 
tems,  for  an  undisclosed  sur 

■  Time  Warner  Cable  wi 
swap  its  Savannah,  Ga.  sy; 
tem  with  Jones  Intercable. 

■  PP&L  Resources  rejecte 
Peco  Energy's  $3.8  billio 
takeover  proposal. 

■  US  West  couldn't  agree  o 
terms  of  its  $800  million  ii 
vestment  in  Cablevision. 
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TImes„ 

software? 


We  make  successful 
application  development  software 
for  1100  leading  corporations  and 
government  agencies  worldwide. 


And  the  names  might  be  familiar.  AT&T,  Chevrofi,  Kaiser  Permanente  and  Nasdaq  are  just  a  few 
of  the  leaders  in  industries  such  as  financial  services,  healthcare,  insurance,  mamifacturing,  retail 
and  transportation  for  whom  we've  provided  softivare  solutions  over  the  past  9  years.  To  join  our 
client/server  success  stories  or  for  more  information  about  TI  Software,  call  1-800-838-1843  ext.  3000. 

■EaiPttding  Your  Rpoch' is  a  Iradmaflcqf  Tern's  fn.stmmen'ls.  ©1995TI. 

EXTENDING     YOUR  REACH" 
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intoCl^g|IF  oxygen  an^A^  nitrogen 

and  using  these  and 


and  argon 


Nitrogen-inerted  process  for  soldering  circuit  boards  reduces 
defects,  cuts  costs,  eliminates  use  of  chlorofluorocarbons. 


^  other  basic  molecules  Praxair 

is  helping  industries 

Extra  oxygen  injected  into  an  electric  arc  furnace 
converts  potential  carbon  monoxide  emissions  into 
extra  energy  instead. 

prosper  in  a  new 
global  marketplace  which 

m 

is  mercilessly  competitive  yet^ 
ecologically  uncompromising. 
PMUCAIR  A  $2.7  billion 


MMKII\ie  OUR  PLAKST  MORE  PRODUCTI¥E 


company  and  growing. 

For    more    information    please    call  1-800-516-9265 


Washington  Outlook 
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AND  THE  HOT-BUnON  ISSUE 
FOR  '96  IS . . .  FREE  TRADE? 


That  dull  boom  you  hear  in  the  distance  is  the  opening  sal- 
vo of  the  '96  Presidential  campaign.  Bill  Clinton  is  blasting 
away  on  the  "Three  Es,"  hitting  Republicans  for  gutting 
jducation,  the  environment,  and  elders'  Medicare  benefits. 
The  GOP  is  firing  back  at  Clinton  for  being  soft  on  criminals, 
A'elfare  chiselers,  and  illegal  immigrants.  Yet  despite  the  par- 
tisan bombast,  both  sides  are  ducking  an  explosive  issue 
.hat's  starting  to  stir  voters:  sm'ging  economic  nationalism. 

For  now,  the  charge  that  free-trade  policies  are  costing  the 
L\  S.  jobs  is  coming  from  the  periphery:  America  Firster 
Patrick  J.  Buchanan,  civil  rights  leader  Jesse  Jackson,  and  m- 
iependent  Ross  Perot.  But  with  the 
S^orth  American  Free  Trade  Agi-eement 
md  a  new  global  trade  pact  yet  to  pro- 
luce  the  promised  economic  payoff,  pro- 
tectionism may  go  mainstream.  "It  could 
36  the  hot-button  issue  for  '96,"  says  Dem- 
)cratic  pollster  Rob  Schroth.  "It  touches 
)n  all  the  things  that  concern  people:  theii- 
TOllets,  immigi-ation,  foreign  aid." 

The  protectionist  backlash  has  already 
arompted  Clinton  to  put  the  brakes  oi' 
trade  expansion.  FearfUl  of  riling  econom- 
c  nationaUsts  in  both  parties,  the  Presi- 
dent won't  fight  for  renewed  authority  "TOUCHING  A  NERVE": 
l"om  Congi-ess  to  negotiate  trade  deals 
3n  a  "fast  track."  Without  that  power,  he  has  no  chance  of  ex- 
tending NAFTA  to  the  rest  of  Latin  America. 
3UCHANAN  FODDER.  The  GOP  front-nmner.  Senate  Majority 
Leader  Bob  Dole  (R-Kan.),  is  also  trimming  liis  sails.  Dole 
took  a  pummeling  at  Perot's  mid-August  issues  confab  when 
aecklers  cried:  "What  about  nafta?"  Since  that  public  tlu'ash- 
ing,  the  veteran  fi-ee-trader  has  clammed  up  on  the  subject. 

Indeed,  nafta  has  become  the  rallying  symbol  of  the  nation- 
ilists,  who  blame  it  for  turning  a  $1.3  billion  U.  S.  trade  siu"- 
plus  with  Mexico  into  a  $12  billion  deficit  wliile  boosting  illegal 
immigi-ation.  In  fact,  the  accord  has  cushioned  the  impact  of 


CAPITAL  WRAPUP 


Mexico's  financial  crisis  on  American  exports  by  preventing 
Mexico  from  hiking  tariffs  on  U.  S.  goods.  But  facts  aren't  the 
issue  here.  Instead,  NAFTA-bashers  have  made  emotional  in- 
roads in  convincing  the  public  that  the  pact  was  a  deal  with  El 
Diablo.  A  new  national  survey  by  EPic-MRA,  a  nonpartisan 
Lansing  (Mich.)  polling  firm,  found  only  41%  support  for  a  free- 
trade  deal  with  Europe,  despite  traditionally  wann  U.  S.-Eu- 
ropean  ties.  Activist  Ralph  Nader  hopes  to  fuel  opposition  with 
a  study,  released  on  Labor  Day,  that  ridicules  unfulfilled  cor- 
porate pledges  to  boost  U.  S.  jobs  under  nafta. 

The  protectionists'  alanns  tap  into  deep  fears  among  U.  S. 


workers  that  free-trade  policies  ai'e  export- 
ing American  jobs  to  low-wage  nations. 
Buchanan,  ciuTently  second  in  New  Hamp- 
shii'e  polls,  says  his  populist  campaign  is 
"toucliing  a  nerve  with  people  who  want 
leaders  to  stall  looking  out  for  American 
workers  fii'st."  His  solution:  abrogation  of 
NAFTA,  withdrawal  from  the  World  Ti-ade 
Organization,  and  punitive  tariffs  on  im- 
ports from  Japan  and  developing  nations. 
WORKER  FURY.  Proposals  like  that  have 
U.  S.  exportei-s  jitteiy  "The  U.  S.  market  is 
simply  not  big  enough"  to  sustain  econom- 
ic gi-owth  without  exports,  says  Tracy  J. 
O'Rourke,  ceo  of  Varian  Associates  Inc. 
and  chaiiTnan  of  the  National  Association  of  Manufacturers. 

Tiaie  enough.  But  rational  ai'guments  may  be  no  match  for 
the  fury  workers  feel  after  years  of  layoffs  and  stagnant 
wages.  Says  Senator  Richard  G.  Lugar  (R-Ind.),  a  dogged 
free-trader:  "People  are  searching  for  a  scapegoat." 

That's  why  naysayers  are  in  the  ascendancy.  In  the  long 
run,  globalization  may  prove  as  inexorable  as  the  Industrial 
Revolution.  But  given  today's  widespread  economic  insecurity 
and  the  biutal  Presidential  campaign  ahead,  some  short-tenn 
trade  retrenchment  may  be  inevitable. 

By  Amy  Borrus 


ha  HU  n 


NEW  FOCUS  ON  FUJI 

►  The  Clinton  Administration  may  up 
pressure  on  Fuji  Photo  Film  Co.  over 
its  ruckus  with  Eastman  Kodak  Co. 
The  American  film  maker  has  com- 
plained to  the  U.  S.  Tr-ade  Representa- 
tive's Office  that  Fuji  unfairly  domi- 
nates the  Japanese  market.  Now  the 
USTR  wants  the  Justice  Dept.  to  see  if 
Fuji  violated  U.  S.  antitrust  laws  by 
keeping  Kodak  out  of  Japan.  If  Justice 
should  intervene,  it  could  be  the  first 
ever  U.  S.  trust-busting  case  against 
an  alleged  monopoly  abroad. 


GOP  FROSH:  MONEY  MAGNETS       PAY  TV? 

►  House  incumbents  are  most  vulner- 
able to  defeat  after  their  first  term. 
But  this  year's  class  of  73  Republican 
freshmen  is  hauling  in  record  moun- 
tains of  cash  to  defend  its  seats.  A 
new  Federal  Election  Commission  re- 
port shows  that  15  of  the  top  50 
House  fund-raisers  during  the  first 
half  of  1995  were  cop  freshmen.  The 
frosh  raised  an  average  of  $123,000, 
vs.  $73,000  for  freshmen  Democrats — 
a  bad  omen  for  Democratic  hopes  of 
recapturing  Congress  in  '96. 


►  Broadcasters  are  receiving  static  on 
Capitol  Hill.  Congressional  budget- 
meisters  have  instructed  their  com- 
munications subcommittees  to  come 
up  with  $14  billion  in  revenue  by 
2002 — when  the  gop  has  promised  to 
balance  the  budget.  One  likely  source: 
auctioning  off  new  chunks  of  the  air- 
waves. That  would  be  a  huge  setback 
for  TV  stations,  which  had  expected  to 
get  new  digital  spectrum  for  little  or 
no  cost  to  broadcast  multiple  signals 
or  lucrative  data  services. 
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EUROPE 


SHAREHOLDER 
REVOLT 


From  Barcelona  to  Bonn, 
cozy  dealings  are  under 
attack-and  the  balance  of 
corporate  power  may  shift 


I 


t  was  supposed  to  be  another  mega- 
deal,  no  questions  asked.  On  Sept.  1, 
Fiat,  Pirelli,  and  all-poweiful  Medio- 
banca announced  that  Gemina,  an  in- 
vestment company  under  their  control, 
would  acquii'e  the  assets  of  the  collapsed 
Feri'uzzi  empire.  Overnight,  Gemina 
would  become  Italy's  No.  2  conglomer- 
ate— with  the  Agnellis  and  other  mag- 
nates calhng  the  shots. 

Yet,     for  once, 
questions  were 
asked.  Minority 
shareholders, 
fimd  managers, 
and  financial  ana- 
lysts are  erupting 
over  the  Gemina 
deal,  charging  inade- 
quate disclosiu'e  and  backi-oom 
manipulation.  "At  tliis  point, 
we've  been  reduced  to  spec- 
tators," gi'ipes  Stefano  Pizza- 
miglio,  a  fimd  manager  at  in- 
vestment company  Finanza 
&  Futuro  Holding,  which 
owns  3.4%  of  Gemina. 

Evu'ope's  fat  cats  better  get  used  to  a 
permanent  increase  in  the  noise  level. 
Their  days  of  cozy  dealings  could  be 
coming  to  an  end  as  investors  raise 
their  voices.  Shareholder  activists  are 
pushing  companies  to  boost  profits  and 
dividends,  oust  poor  management,  and 
scrap  executive-pay  plans  not  tied  to 
performance.  They're  setting  up  share- 
holder-defense committees,  fighting  for 
their  rights  in  couit,  and  seeking  basic 
securities-law  changes.  Even  Eui'ope's 
holding  companies,  famous  for  theu-  love 
)f  entrenched  management,  are  urging 
companies  in  their  portfolios  to  boost 
returns. 

Corporate  Europe  needs  the  wake- 
ip  call.  Minority  shareholders  have  few 
ights.  Assets  are  trapped  in  underper- 
'orming  companies.  Hostile  takeovers 


'  are  almost  impossible.  Company  reports 
are  often  opaque,  if  not  inisleading.  And 
voting  rights  are  stacked  in  favor  of  in- 
cumbent executives  who  sleep  easily 
knowing  that  large  blocks  of  their  com- 
panies' shares  are  in  friendly  hands. 

Yet  activists  can  ah-eady  claim  a  grow- 
ing list  of  victims:  Compagnie  de  Suez 
Chairman  Gerard  Worms,  booted 
out  in  July.  Mai-c  FouiTiier,  Nav- 
igation Mixte  founder  and 
chairman  for  26  years, 
axed  in  June.  Europe's 
latest  parlor  game  is 
guessing  which  chief- 
tain will  come  un- 


shareholder  revolt  will  change  the  bal- 
ance of  power  in  Corporate  Europe. 
One  reason  is  the  need  to  please  a  pow- 
erful new  class  of  investors.  No  longer 
can  governments  and  domestic  institu- 
tions satisfy  European  companies'  capi- 
tal demands.  Instead,  companies  are 
holding  their  tin  cups 
"  " "  "  ~  out    to  such 

pension 


OPEN  SEASON: 
CLOCKWISE  FROM 
LEFT,  DEUTSCHE 
BANK'S  KOPPER, 
BRITISH  TELECOM'S 
VALLANCE,  AND 
BANQUE  NATIONALE 
DE  PARIS'  PEBEREAU 


der  attack  next.  Emboldenet 
shareholder  activists  are  sharpening 
theii-  knives  for  some  of  the  most  power- 
ful barons  of  all,  including  Deutsche 
Bank  ceo  Hilmar  Kopper,  Mediobanca 
Chairman  Enrico  Cuccia,  Banque  Na- 
tionale  de  Paris'  Michel  Pebereau,  and 
British  Telecommunications  Chairman 
Iain  Vallance. 

The  movement  is  young.  And  so  far, 
it  has  seen  more  defeats  than  victories. 
But  if  present  trends  continue,  the 


funds  as 
the  Cahfor- 
nia  Public 
Employees'  Re- 
tirement System  (CalPERS),  which  just 
voted  to  increase  from  $11  billion  to 
$18  bilhon  the  amount  it  invests  in  Eu- 
ropean equities. 

Of  some  $500  billion  in  stock  issued 
by  Europe's  newiy  privatized  compa- 
nies, about  20%  went  to  U.  S.  institu- 
tions, which  demand  more  transparency 
and  better  retiuTis  than  most  European 
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Is  your  neighbor's  ■ 
mutual  fund  out-performing 
^        yours  ????  ^ 


Do  the  monthly  lists  make  you 
salivate  for  the  hefty  returns 
those  funds  you've  never  heard 
of  delivered? 

Envying  short-term  gains  is  a 
quick  path  to  insanity  (and  rash 
decisions) . 

All  the  media  hype  around  this 
week's  "hot  funds"  obscures  one 
basic  fact:  mutual  funds  are 
long-term  investments. 

So  one  or  two  hot  months  don't 
tell  the  whole  story.  Janus 
Mercury  Fund,  for  example,  has 
delivered  a  26.19%  average  annual 
total  return  since  its  inception 
two  years  ago.* 

Let  everyone  else  try  to  get 
rich  fast.  Meanwhile,  you  can 
get  acquainted  with  Janus. 

To  get  a  prospectus  containing 
more  complete  information. 


including  expenses,  and  an 
a p pi ication  for  any  Janus  fund, 
call  aB;!iliB.isL-B;b];kl:WiMreM 

Please  read  it  carefully  before 
you  invest  or  send  money. 

Invest  for  the  long  term. 
Invest  with  Janus. 


JANUS  MERCURY  FUND 
Average  Annual  Total  Returns 
for  the  Period  Ended 
June  30,  1995 


One  Year 
Life  of  Fund 


39.91% 
26.19% 


(from  inception  -  May  3,  1993) 


*Figures  are  based  on  total  return, 
including  reinvestment  of  dividends  and 
capital  gains.  Past  performance  does  not 
guarantee  future  results.  Your  return  and 
share  price  will  vary  and  may  be  worth  more 
or  less  at  redemption  than  at  purchase. 
Funds  distributed  by  Janus  Distributors, 
Inc.  Member  NASD. 


Start.  To  think  big. 


Call  1-800-525-8983  ext.  619 


lail  this.  Get  the  information,  prospectus  and  application  you  need  to  get  started 


lame 


address 


;ity 


State 


Zip 


lanus  Funds.  P.O.  Box  173375,  Denver,  CO  80217-3375 
iW  619 


JANUS 
^  FUNDS 

[  $22  billion  in  assets  ] 
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companies  have  ever  been  subject  to. 
Privatization  has  also  created  a  small 
army  of  domestic  investors,  many  of 
whom  are  learning  to  band  together  or 
to  enli.st  the  aid  of  shai'eholder  activists. 
The  result  will  not  be  a  wholesale  adop- 
tion of  the  U.  S.  system.  But  more  com- 
panies will  allow  independent  outsiders 
to  sit  on  boards  and  question  manage- 
ment decisions.  They  also  will  be  un- 
der pressure  to  more  openly  disclose 
operating  results,  strategic  goals,  and 
even  their  mistakes. 

The  battle  has  recently  been  hottest 
in  France.  Over  the  past  decade,  France 
has  evolved  fi'om  a  dirigistc,  state-dom- 
inated system  to  a  cap-  ■■■mmi^^h 
italist  halfway  house. 
The  biggest  companies 
continue  to  hold  major 
stakes  in  one  another, 
and  a  small  cadre  of 
executives  dominates 
the  system  at  the  top, 
many  pledging  not  to 
interfere  in  each  oth- 
er's businesses.  With 
few  pension  fimds  and 
mutual  funds  in  France 
to  buy  shares  in  priva- 
tized companies,  the 
government  has  sold 
key  stakes  in  former 
state  companies  to  in- 
dustrial holding  compa- 
nies to  keep  these  as- 
sets in  Fi'ench  hands. 
NO  VISION.  Now,  this 
cozy  system  is  unrav- 
eling. In  June,  banking 
giant  Compagnie  Fi- 
nanciere  de  Paribas,  in- 
surer Allianz,  and  oth- 
er shareholdei's  ousted 
the    management  of 
Navigation  Mixte,  an 
unwieldy  $3.1  billion 
holding  company  with 
interests  ranging  from 
aii'craft  to  pei'fumes  to 
orange  gi'oves,  because  they  believed 
founder  and  longtime  Chairman  Fourni- 
er  had  no  strategic  vision.  "We  couldn't 
get  any  indication  from  f^urnier  as  to 
where  the  company  was  going,"  com- 
plains Paribas  Chairman  Andre  Levy- 
Lang.  "We  were  not  satisfied  with  the 
status  quo." 

An  even  more  monumental  revolt  fol- 
lowed at  Suez,  the  giant  of  French  hold- 
ing companies.  Chairman  Worms  was 
forced  out  for  failing  to  give  shai-eholders 
an  adequate  return  on  then-  investment, 
an  argument  rarely  heard  in  a  country 
where  dii-ectors  don't  have  a  legally  bind- 
ing fidiciary  duty  to  protect  investors. 


Other  motives  may  have  been  at  play. 
Observers  believe  that  bnp  Chairman 
Pebereau,  who  led  the  attack,  most  like- 
ly was  eyeing  Suez's  Banque  Indosuez, 
an  investment  bank  with  a  valuable 
Asian  franchise. 

Ironically  Pebereau  may  be  the  next 
target.  Some  insiders  think  another  rea- 
son he  was  eager  to  get  his  hands  on 
Suez  was  that  the  merger  would  dis- 
tract attention  from  bnp's  own  troubles, 
including  poor  profitability,  pi'oblems 
with  real  estate  holdings,  and  a  lan- 
guishing share  price  since  the  bank's 
privatization.  Foreign  fund  managers 
are  already  complaining. 


Why  Europe's  Shareholders 
Are  Up  In  Arms 


THE  CHARGES 

CORPORATE 
INCEST 


MINORITY 
ABUSES 


PRIVATE 
FIEFDOMS 


LACK  OF 
TRANSPARENCY 

UNEVEN 
VOTING  RIGHTS 


WHO'S  TARGETED 


Banks  and  companies  hold  large 
passive  stakes  in  one  another 
and  sit  on  each  other's  boards, 
giving  managers  little  incentive 
to  boost  shareholder  value 

In  mergers,  minority  shareholders 
often  get  no  offer  at  all  or 
a  lower  price  than  majority 
shareholders  do 

Bosses  have  named  family 
members  as  successors,  renamed 
companies  after  themselves,  and 
arranged  deals  to  benefit  friends 

Company  statements  hide  major 
problems,  from  underfunded 
pensions  to  financial  irregularities 

Forget  one  share,  one  vote — 
longtime  and  inside  shareholders 
often  get  better  voting  rights 
than  individual  shareholders 

DATA  BUSINESS  WEEK 

In  the  end,  what's  important  is  that 
ci'acks  are  opening  in.  the  iioyau  dur,  or 
hard  core,  of  stable  shareholders  that 
protects  French  managers  fi"om  the  rav- 
ages of  market  forces.  Now,  France's 
business  chieftains  are  on  notice  that 
they,  too,  must  watch  their  companies' 
performance  or  suffer  the  fate  of 
Fournier  and  Worms.  Paribas'  Levy- 
Lang  is  concerned.  "I'm  not  satisfied 
and  neither  are  my  shareholders,  be- 
cause the  share  price  is  too  low  and 
our  earnings  are,  too.  The  message 
we're  getting  is  that  we  need  more  fo- 
cus," he  says. 

Like  France,  Germany  is  debating 


not  whether  to  change,  but  how  mi 
and  how  fast.  Yet  its  minority  sha 
holders  can  be  legally  treated  as  seco 
class  citizens,  such  as  when  the  M 
Group,  the  country's  second-larg 
brewer,  sold  off  a  Hamburg  breu' 
late  last  year.  Marz  Group  got  $52' 
share.  But  minority  holders  got  i 
$396  a  share,  based  on  an  accounta; 
report  that  shares  were  wori.h  259;  l( 
Gei'many's  corporate  boards  are  ; 
under  attack.  At  one  level  is  the  sii| 
visoiy  boai'd,  made  up  of  business,  b,  i 
and  union  representatives.  They  aijpi 
the  chief  executive,  vet  his  execut 
nominations,  and  are  supposed  to  sti' 
tamtmma^^^  nize  strategy.  But  1 1 
meet  only  once  a  (|i 
ter  and  are  depend 
on  information  fVil 
them  by  the  seri 
tier,  the  manage  i  n 
board.  Critics  find 
system  too  lax  ; 
blame  it  for  spectaci 
scandals,  inchul 
Metallgesellschaft ' 
derivatives  lo-- 
which  required  a 
billion  bank  bailoiil . 
HOT  SEAT.  Many 
gers  point  at  Gennai 
most  powerful  innii 
tion,  Deutsche  I!a 
for  its  failure  to  del 
the  problem.  Deut  .-' 
Bank  was  Metal  I 
sellschaft's  largest  ( i 
itor,  and  the  bank's  i 
porate-finance  cli 
Ronaldo  H.  Schni 
chaired  mg's  supei'\  i 
ly  board.  More  ret  c 
ly,  Deutsche  Banl; 
also  been  in  the 
seat  over  a  string  ni 
ascos  at  Daimler  lii' 
In  late  June,  D  i 
ler  warned  of  se\  < 
losses  for  1995,  ,i 
four  weeks  after  predicting  a  ros\ 
ture  at  an  annual  meeting.  The  sti  < 
mark  is  partly  to  blame,  but  some 
lieve  Daimler's  problems  go  to  the  lie 
of  the  corporate-governance  syst  ( 
"It's  all  one  big  ingi'owTi  club,  a  cla- 
old-boy  network,"  says  University' 
Chicago  Graduate  School  of  Busin 
Professor  Merton  H.  Miller,  whu  1 
studied  the  German  model.  "You  in" 
up  for  one  another  There's  no  oni 
say  'you  t^l^w  it,'  and  you  never  ha\  i 
admit  your  mistakes." 

No  doubt,  Deutsche  Bank's  hold 
Germany  Inc.  is  tight.  Its  board  im 
bers  have  seats  on  more  than  100  lai 


Deutsche  Bank-Daimler  Benz, 
Suez-Banque  Nationale  de 
Paris-UAP 


Marz  Group,  LaFarge-Coppee 
Lagardere  Groupe,  Societe 
Generale 

Danone,  Pinault-Printemps- 

Redoute,  Lagardere, 
Laura  Ashley,  Mediobanca 

Gemina,  Daimler  Benz, 
Banco  Espahol  de  Credito 

Danone,  Elf  Aquitaine, 
RWE,  Investor 
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Now  the  hardest  thing 
about  shipping  is  mastering  the  complexities 

of  the  double  did. 


^\SN^%     Introducing  FedEx  Skip, 


tlie  revolutionary  new  desk- 
top skipping  software  from 
FedEx.  Now  witk  FedEx  Skip,  you  can  kandle 
virtually  any  aspect  of  skipping  a  package  witk 
just  a  few  clicks  of  your  mouse. 


|lO»  S«-ftt 


FedEx 
■  ■■ 


iiiiin'ii.ijj..- 


^    ^   3  w 

Using  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skipping 
lakels  and  prints  tkem  on 
your  own  laser 
printer.  Maintains  a  data 
kase  of  your  customers.  Sckedules  pickups, 
tracks  and  confirms  deliveiy  of  your  packages. 
All  faster  and  easier  tkan  ever  kefore.  Witkout  so 
muck  as  picking  up  tke  pkone.  FedEx  Skip. 
Once  you  get  tke  doukle  click  down,  it's  a 
wkole  new  way  of  skipping  packages.  For  a 
free  copy  of  FedEx  Skip  software  !or  Windows' 
or  Macintosk,  just  call  1 -800-GO-FEDEX*  or 
download  at  kttp://www.fedex.com. 


Federal  Express 

Our  Most  Important  Package  Is  Yours: 


J  U  S  T  .  ,P  0  r  N  L  C 1  I  C  K   A  N  D   S.H  I  K 


International  Business 


companies  in  wiiich  it  holds  stakes,  in- 
cluding 24%  of  Daimler,  the  country's 
largest  company.  Deutsche  Bank  ceo 
Kopper  chairs  Daimler's  supervisory 
board  and  sits  on  seven  other  boards  as 
well.  Critics  allege  he  can't  possibly 
have  the  time  to  do  each  job  well.  More- 
over, of  the  20  executives  on  Daimler's 
supervisory  board,  only  two  have  ex- 
perience manning  a  major  manufactui'er. 
Even  though  Deutsche  Bank  failed 


to  prevent  Daimler's  missteps,  its  atti- 
tude toward  governance  issues  is  under- 
going a  sea  change.  It  has  reduced  its 
Daimler  stake,  fi-om  28%  to  24.4%,  and 
says  it  plans  to  scale  back  holdings  in 
other  companies  as  well.  Its  mutual- 
fimd  ann,  with  $77  billion  invested,  now 
sends  representatives  to  speak  at  the 
annual  meetings  of  basf,  Hoechst,  and  a 
dozen  others  to  push  for  better  retiu-ns. 
In  Britain,  which  led  Europe  in  agi- 


tating for  shareholder  rights,  activist 
are  homing  in  on  new  targets.  Amon 
the  big  issues  ai-e  pay  packages  and  o{ 
tion  plans  executives  are  rewai'ding  then 
selves.  High  on  the  hit  Ust:  the  generou 
bonus  of  British  Telecom's  Vallance. 

In  Italy,  by  contrast,  change  is  fa 
slower  than  in  the  North.  Total  stoc 
market  capitalization  amounts  to  just  18^ 
of  gi'oss  national  product,  compared  wit 
130%  in  Britain.  Despite  the  rising  assei 
tiveness  of  outside  shai'eholdei-s  and  fun 
managers,  it  will  take  longer  to  crac 
the  iron  giip  that  the  state  and  a  sma 
clique  of  poweiful  industrial  heads  hav 
on  most  of  Itahan  industry.  The  systei 
leaves  the  stock  market  undeveloped  an 
minority  shai'eholders  powerless. 

A  key  obstacle  to  refonn  is  the  secr< 
tive  merchant  bank  Mediobanca  and  it 
87-year-old  Chauinan  Cuccia.  Mediobar 
ca  is  the  hub  of  Northern  Italy's  induf 
trial  dynasties  and  the  driving  force  ( 
the  private  sector  It  has  stakes  in  man 
blue-chip  Italian  companies,  and  they  1 
turn  have  stakes  in  Mediobanca.  Thi 
web  of  interlocking  shareholders  act 
in  concert  when  choosing  boards  an 
voting  on  management  decisions,  such  a 
Gemina's  takeover  of  Ferruzzi,  whic 
affects  30%  of  all  shares  traded  on  M: 
lan's  stock  exchange. 
FUTURE  BLOCK.  Critics  allege  that  b 
grabbing  shares  of  newly  privatize 
banks  and  installing  its  own  managers 
Mediobanca  is  preventing  Italy  fror 
reaping  the  benefits  of  privatization.  I 
July,  Italian  antitrust  authoritie 
launched  a  probe  into  whether  Medic 
banca  is  hindering  competition.  Medic 
banca  would  not  comment. 

Clearly,  Europe  is  only  in  the  earl 
stages  of  what  will  be  a  long  campaig 
to  bring  its  corporate  oversight  up  t 
the  expectations  of  global  investors 
That  may  mean  taking  painful  steps 
such  as  changing  accounting  practices 
laying  off  workers,  and  moving  produc 
tion  outside  of  the  country. 

It  will  also  mean  revealing  treasurei 
secrets,  as  Jerome  Monod,  chaimian  c 
France's  Lyonnaise  des  Eaux  has  de 
cided  to  do.  With  28%  of  his  sharehold 
ers  outside  France,  Monod  announce 
on  Sept.  4  that  he  will  publish  his  sals 
ry  and  stock  options  in  the  company' 
annual  report  beginning  next  spring 
That  a  leading  French  executive  ha 
taken  such  a  step  proves  that  Em-ope' 
shareholder  revolt  is  far  more  than 
fleeting  trend.  It  is  penetrating  the  ir 
ner  sanctums  of  Europe's  corporations 

By  Paula  Dwyer  in  London,  wit 
Christina  Bennett  in  Rome,  Marsh 
Johnston  in  Paris,  Julia  Flynn  in  Lon 
don,  and  Karen  Lowry  Miller  in  Bonn 


CITOYEHS! 
TO  THE  CORPORATE  BARRICADES! 


If  the  lofty  executives  who  nm 
Fi-ance's  old-boy  companies  are 
taking  more  notice  of  sharehold- 
ers, it's  due  largely  to  a  petite,  58- 
year-old  economist  named  Colette 
Neuville.  From  her  19th-century 
farmhouse  near  Chartres,  where  she 
lives  with  her  retired  civil-servant 
husband  and  several  cats,  Neuville  is 
campaigning  to  force  new  account- 


The  cream  of  French  business  has 
come  under  Neuville's  attack,  in  and 
out  of  court:  Pinault-Printemps-Red- 
oute.  Euro  Disney,  and  Banque  Pal- 
las-Stem. Mistreatment  of  minority 
shareholders  in  takeovers  is  a  com- 
mon complaint.  Her  campaigns  have 
led  regulators  to  tighten  takeover 
rules,  and  executives  credit  her  with 
making  le  cmj>orate  governance  an  is- 


COLEHE  NEUVILLE 

She  has  attacked  the  elite  of 
France  Inc.  Takeover  rules,  as  a 
result,  have  been  strengthened 

ability  on  a  reluctant  France  Inc. 

The  feisty  mother  of  five  jumped 
into  the  governance  game  in  1990, 
when  a  Paris  brokerage  that  held  her 
modest  stock  account  went  broke.  She 
formed  an  association  to  rescue  small 
clients'  savings.  It  snowballed  into 
France's  fii-st  big  shai-eholder  advoca- 
cy body:  the  Association  for  the  De- 
fense of  Minority  Shareholders. 


sue.  Recently  she  was  named  a  direc- 
tor of  the  investment  bank  Paribas. 

Crusading  is  Neuville's  second  ca- 
reer. wShe  did  economic  research  for  a 
French  tiremaker  and  NATO  before 
staying  home  for  20  years  to  raise 
her  children.  She  owns  few  shares 
herself,  she  says,  because  of  her 
modest  means:  "We  live  off  my  hus- 
band's pension,  and  I  travel  second- 
class  with  a  family  discount."  She'll 
never  get  French  executives  to  fol- 
low suit.  But  as  France's  godmother 
of  governance,  Neuville  is  forcing 
fresh  air  into  a  musty  system. 

By  Stewart.  Toy  in  Paris 
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prudent  acorn  woodpecker  bores  small  holes  in  trunks  of  dead  trees  to  store  an  adequate  food  supply  for  the  cold  winter  months  to  come. 


Nature  teaches  creatures  to  provide  for  the  future.  It's  an  essential  precaution  for  the 
acorn  woodpecker.  It's  also  an  important  lesson  for  today's  industries.  A  company's 
success  depends  on  its  ability  to  identify  future  needs  and  invest  well  ahead  of  time. 

After  all, 

effective  logistics  depend  upon  timely  investments 

That's  why  Schott  decided  to  invest  in  a  production  facility  in  the  United  States  in  1989  for 
CERAN'-'  glass-ceramic  cooktop  panels.  With  the  flexibility  to  provide  both  our  product  and 
our  technical  expertise  in  the  U.S..  we  can  meet  the  individual  needs  of  our  American  customers 
even  more  efficiently.  This  not  only  means  shorter  delivery  time 
for  this  best-selling  cooktop  panel,  but  prompt  service  as  well.  If 
you  would  like  to  learn  more  about  CERAN'-'  glass-ceramic  cooktop 
panels  or  find  out  more  about  the  Schott  Group  of  companies,  write  to: 

The  CERAN*  glass-ceramic 

panelis  the  heart  of  the  CERAN-    Schott  Corporation,  Dept.  BW  4,  3  Odell  Plaza,  Yonkers,  NY  10701 . 

TOP-SYSTEM',  developed  by 

Schott  in  close  cooperation       Maintaining  our  position  as  a  leader  in  special  glass  is  not 

with  specialists  in  all  areas  of 

the  cooking  products  field-      enough.  Our  goal  is  to  be  a  leader  in  customer  orientation 

from  appliance  manufacturers 

to  cookware  producers,  finding    ways    to    take    our    customers    further.      Total  Customer  Care 


a  SCHOTT 
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ASIA 


FORD  OPENS 
THE  THROTTLE 

It's  challenging  Toyota's  dominance  in  the  Far  East 


Executives  of  Ford  Motor  Co.  were 
making  gi'eat  progi'ess  negotiating 
to  build  a  factory  in  Vietnam  on  a 
site  east  of  Hanoi.  Then  the  Americans 
made  a  stailHng  discovery:  The  loca- 
tion would  be  a  rice  paddy  diuing  gi'ow- 
ing  season  and  would  be  under  water. 

But  Ford  managed  to  resuscitate  the 
$102  million  deal.  It  quietly  persuaded 
the  government  to  prevent  farmers 
from  growing  rice  in  the 
area  and  came  up  with  a 
way  to  build  a  plant  on 
soggy  gi'ound.  On  Sei)t.  fi, 
Vietnamese  Prime  Mini.stei- 
Vo  Van  Kiet  gave  the' 
gi'een  light  to  Fonl's  joint 
venture,  along  with  a  sep- 
arate deal  for  Chrysler 
Corp. 

Ford's  straggle  to  estab- 
lish an  outpost  in  Vietnam 
is  part  of  the  auto  maker's 
boldest  gi"ab  ever  for  mar- 
ket shai'e  in  Asia.  After  lag- 
ging behind  the  Japanese 
and  even  its  Detroit  rivals 
in  Asia's  emerging  markets. 
Ford  is  now  spending  $1 
billion  to  set  up  factories  in 
China,  India,  Thailand,  and 
Vietnam  (table).  Ford  al- 
ready has  joint  ventures  in 
Taiwan  and  South  Korea,  in 
adflition  to  a  presence  in  Japan. 
ROUGH  RIDE.  But  it  is  the  newest  mar- 
kets that  offer  the  greatest  allure.  The 
sudden  surge  into  those  countries  is 
part  of  Ford  Chairman  Alexander  J. 
Trotman's  ambitious  global  strategy.  Just 
as  Trotman  is  aiming  to  topple  General 
Motors  Corp.  in  North  America,  he  is 
setting  his  sights  on  Toyota  Motor  Corp. 
in  Asia.  "We  clearly  want  a  presence 


in  Asia  that  is  equal  to  Toyota,  if  not 
higher,"  says  W.  Wayne  Booker,  Ford's 
executive  vice-president  for  intei-nation- 
al  automotive  operations. 

Booker  is  in  for  a  rough  ride,  partic- 
ularly in  Southeast  Asia,  where  Japa- 
nese auto  makers  control  90%  of  the 
mai'ket.  In  all  of  Asia,  Toyota  now  sells 
one  out  of  every  four  vehicles  on  the 
road,  while  Ford  has  only  a  2.5%  sliver 


BIG  AMBITIONS:  Booker  predicts  profits  ivithin  five  //< 


of  the  market.  But  expanding  that  foot- 
hold is  crucial  because  while  auto  mar- 
kets in  Eiu'ope,  North  America,  and  Ja- 
pan are  barely  grinding  upward,  the 
emerging  Asian  market  is  growing  up  to 
20%'  a  year. 

To  catch  up.  Ford  faces  tricky  chal- 
lenges in  picking  the  right  business 
partners  and  gaining  the  management 
knowhow  to  operate  in  Asia.  "The  Jap- 


anese today  have  all  the  first-comer  ad 
vantages  in  Asia,  and  the  American: 
have  all  the  latecomer  disadvantages, 
said  Linda  Y.  C.  Lim,  a  University  o 
Michigan  specialist  on  Southeast  Asia. 

Ford  does  have  a  Japanese  card  of  it: 
own  to  play  because  of  a  25%  stake  ii 
Mazda  Motor  Corp.  Ford  is  relying  oi 
that  relationship  to  build  a  $500  millioi. 
joint- venture  factory  in  Thailand.  Th( 
venture,  which  will  begin  producing 
Mazda-designed  small  pickups  in  1998,  i: 
tailor-made  for  the  fast-growing  Thii 
market.  Ford  uses  the  Mazda  connect im 
in  Malaysia  and  Indonesia  as  well. 
SWEATY  SHOP.  But  Ford  also  wants  t( 
assert  its  own  identity.  That  will  re 
quire  even  more  investments  to  build  ; 
full-fledged  presence  in  key  markets 
Ford's  dealings  in  China  are  an  exam 
pie  of  how  the  company  i; 
trying  to  do  that.  "AnyoiK 
who  wants  to  be  a  playe; 
must  be  involved  in  Chi 
iia,"  says  Ti'otman,  whi 
visited  Shanghai  in  lat( 
August,  his  third  trip  tt 
China  this  year.  Ford  ha: 
dealings  in  that  city  wit  I 
ultrasuccessful  Shangha 
Automotive  Industry  Corp 
(sakO,  which  is  involved  ii 
joint  ventures  with  severa 
tlifferent  foreign  companies 
In  one  venture,  Ford  i: 
trying  to  help  reorganizi 
and  modernize  some  olde, 
l^lants  at  Shanghai  Yanfeiii 
Automotive  Tiim  Co. 
w  iiich  is  controlled  by  SAii 
In  one  factory  built  in  1971 
there  is  little  hint  of  mnd 
■s  ern  efficiency  as  employer: 

stand  idle  waiting  tht-i 
turn  to  pumj)  liquid  polyurethane  intd  ; 
car-door  mold.  Steeling  wheels,  sun  \  i 
sors,  and  instrument  panels  also  ai'i 
made  in  this  crowdetl  factory. 

Meanwhile,  on  the  other  side  of  town 
Ford  is  doing  many  of  these  same  oi)ei 
ations  but  in  Yanfeng's  youngest  plant 
built  in  1991.  It  has  three  times  tht 
space  and  much  more  modem  machines 
Ford  will  double  its  initial  investment  (i 


CHINA 


Paying  $40  million 
for  a  20%  stake  in 
Jiangling  Motors, 
which  will  make  Ford 
trucks  and  vans. 
Already  spent  $200 
million  on  four  parts 
plants  near  Shanghai. 


VIETNAM 


Investing  $102  million 
in  a  joint  venture  with 
Song  Cong  Diesel  to 
build  an  auto  assembly 
plant  just  east  of 
Hanoi.  Sales  and 
service  arms  being 
established. 


THAILAND 


Forming  a  $500  mil- 
lion joint  venture  with 
Mazda  Motor  to  build  a 
pickup  truck  factory 
southeast  of  Bangkok, 
with  production  to  start 
in  mid-1998. 


Spending  $50  million 
to  acquire  a  7%  stake 
in  Indian  auto  maker 
Mahindra  &  Mahindra. 
An  $800  million 
assembly  plant  will 
produce  Ford-designed 
small  cars. 


Ford's 
Push  into 
Asia's 
Newest 
Markets 

■'DATA;  COMPANY  REPORTS 
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The  new  HP  DeskJet  1600C  puts  color  printing 
for  your  department  within  reach. 


It's  time  you  stopped  depending  on 
color  printers  that  aren't  yours.  The 
new  HP  DeskJet  1600C  offers  every- 


1399 


thing  you  need  to  print  impressive 
color  documents  within  your  own 
workgroup. 

Superior  HP  print  quality.  Easy  net- 
workability.  The  fastest  color  Inkjet 
printing  on  the  market.  And  a  price 
that's  truly  brilliant.  Add  to  this  an 
operating  cost  of  only  8  cents  per 
color  page,  and  you'll  see  why  HP 


reliability  and  dependability  have 
never  looked  so  good. 

For  more  information,  print  samples 
or  to  find  out  alxnit  our  money-saving 
Cash  In  &  Trade  Up  program,  call 
1-800-5,52-8500,  Ext.  9G90. 

HP  Color  Printers 

Just  what  you  had  in  mind. 


HEWLETT^ 
PACKARD 
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$70  million  in  the  factories  over  the 
next  three  years,  says  Yanfeng  General 
Manager  Robert  Bertsch.  In  short,  Ford 
is  entering  traditional  joint  ventures 
with  key  Chinese  companies — thereby 
pleasing  a  demanding  Chinese  govern- 
ment and  building  yuanxi,  or  connec- 
tions— while  woi'king  hard  to  modernize 
and  expand  those  companies. 

Despite  its  newcomer  status,  Ford 
displayed  savvy  in  the  way  it  bought 
into  Jiangling  Motors  Co.  in  a  separate 
deal.  In  August,  it  announced  it  would 
buy  20%  of  the  company  when  the 
shares  are  floated  on  the  Shenzhen 
Stock  Exchange.  Western  analysts  say 
the  company  has  financial  difficulties, 
but  Ford  argues  it  has  achieved  a  long- 
term  production  deal,  bypassing  any 
central  government  decision-making  pro- 
cess. The  two  companies  plan  to  pro- 
duce a  light  pickup  truck,  passenger 
bus,  and  van  by  1997. 
FULL  PLATE.  Foixl  could  consolidate  its 
position  in  China  by  winning  a  role  in 
developing  and  building  a  luxury  se- 
dan that  Shanghai  authorities  want  to 
announce  by  the  end  of  the  year.  Gen- 
eral Motors  is  vying  for  the  deal,  but 
Ford  is  getting  some  early  breaks. 
SAIC,  tightly  controlled  by  Shanghai 
city  authorities,  will  be  the  producer 
of  the  sedan.  That  means  Ford  has  a 
crucial  working  relationship  with  the 
key  Chinese  player. 

Will  the  Great  Asian  Push  pay  off? 
The  burst  of  Ford  deals  already  has 
some  on  Wall  Street  worried  that  the 
auto  maker  will  sacrifice  the  bottom  Une 
in  pui'suit  of  global  dominance.  "They 
have  an  awful  lot  on  their  plate  right 
now,"  says  analyst  David  Healy  of  New 
York-based  BiuTiham  Secmities  Inc.  "In- 
vestors hope  tliis  gi'owth  does  not  come 
at  the  expense  of  profitability." 

Booker  promises  that  Ford  will  be 
earning  profits  on  its  Asian  investments 
within  five  years,  but  rivals  scoff  that  it 
could  take  longer.  "I  wish  them  luck," 
says  Tom  McDaniel,  who  was  vice-pres- 
ident of  (;m's  Asian  operations  from  1989 
until  this  year 

But  despite  the  pitfalls — including 
rice  paddies  that  double  as  i)lant  sites — 
Ford  is  detemiined  to  win  in  the  emei'g- 
ing  Asian  economies.  Those  hotly  couit- 
ed  Vietnamese  consumers  purchased 
only  11,500  vehicles  last  year,  a  mere 
two  weeks'  worth  of  output  from  one  of 
Ford's  American  factoiies.  But  in  Ford's 
new,  ex]3ansionist  view,  Asian  consimiers 
hold  the  key  to  helping  it  become  the 
world's  largest  auto  maker 

By  Keith  Naughton  in  Detroit,  with 
Dexter  Roberts  in  Shanghai,  Ken  Stier 
in  Hanoi,  and  bureau  reports 


CHINA 


COUNTERFEIT  DISKS, 
SUSPECT  ENFORCEMENT 

China's  feeble  piracy  crackdown  puts  Clinton  in  a  quandary 


It's  back-to-school  time  in  Beijing's 
Zhong  Guan  Cun  district,  and  stu- 
dents, teachers,  and  others  are  out 
for  a  last  Saturday  of  shopping.  Bar- 
gain hunters  compare  prices  in  the 
neighborhood's  many  small  computer 
shops  selling  gear  made  by  Compaq, 
IBM,  Epson,  and  Hewlett-Packard. 

But  on  a  corner  just  minutes  away, 
throngs  of  people  are  eagerly  jostling 
for  some  illicit  bargains.  Pirated  copies 
of  Microsoft  Corp.'s  Bookshelf  95  multi- 
media reference  library  and  Art  Gal- 
lery, London's  National  Gallf^ry  collec- 


"PSST!" 

Six  months  after 
an  antipiracy 
pact,  little  seems 
to  have  changed 


tion,  each  sell  for 
$6,  while  Wmdows 
95  copies  are  sell- 
ing for  just  $4. 
"You  better  buy 
now  before  the 
next  crackdown," 
says  one  dealer. 
Such  scenes  speak  volum.es  about  the 
difficulties  the  U.  S.  faces  in  getting  Chi- 
na to  enforce  a  six-month-old  accord 
aimed  at  stamping  out  piracy  of  intellec- 
tual property.  Wliile  there  has  been  "a 
significant  change  in  the  Chinese  gov- 
ernment's attitude,"  says  a  senior  U.  S. 
Administration  official,  "on  the  gi'ound, 
the  picture  is  mixed." 

Ti-ouble  on  the  trade  front  is  the  last 
thing  the  Clinton  Administration  wants 
as  it  tries  to  mend  the  badly  frayed 
Sino-U.  S.  relationship.  But  counterfeit- 
ing of  U.  S.  software,  movies,  books. 


and  music  recordings  feeds  America's 
bulging  trade  deficit  with  China.  With 
the  trade  gap  heading  for  $40  billion 
this  year,  Beijing's  failure  to  halt  intel- 
lectual-property theft  makes  for  tempt- 
ing political  fodder  at  home. 
JAIL  TIME.  The  toll  on  U.  S.  business  is 
high.  Ti-ade  gToups  estimate  that  boot- 
legging in  China  cost  almost  .$870  million 
in  lost  sales  in  1994.  This  year's  losses 
could  match  or  surpass  that  level, 
thanks  to  an  apparent  surge  in  Chinese 
production  of  pirated  cd-roms. 

China  has  taken  some  steps  in  the 
right  direction.  Since  the  accord 
was  struck  in  February,  author- 
ities have  conducted  more  than 
•3,000  raids  and  confiscated  mil- 
lions of  illicit  items.  Convicted 
peddlers  of  bootleg  goods  now 
face  stiff  fines  and  time  in  jail. 

But  profit  margins  as  high  as 
40%  continue  to  lure  dealers 
onto  the  streets.  Despite  its 
crackdown  on  retailers,  China 
has  failed  to  shut  down  the  fac- 
tories that  chuiTi  out  ripoff  prod- 
ucts. Says  Stephanie  Mitchell,  a 
Hong  Kong-based  vice-president 
of  the  Business  Software  Alli- 
ance: "We're  on  the  one-yard 
line — with  99  yards  to  go." 

Authorities  in  Beijing  say 
they  want  to  combat  the  piracy. 
But  their  clout  in  the  booming  coastal 
provinces  has  diminished  as  local  officials 
manage  their-  own  econon-dc  affairs.  "It's 
not  a  matter  of  lacking  will  but  lacking 
the  ability  to  enforce,"  says  Greg  Mas- 
tel,  senior  fellow  at  the  Economic  Strat- 
egy Institute  in  Washington. 

Ti-ade  negotiators  hint  that  the  U.S. 
will  block  China's  admission  to  the  World 
Ti'ade  Organization  until  the  Chinese  do 
a  better  job  of  combating  ])iracy.  Wash- 
ington also  intends  to  ratchet  up  the 
pressure  quietly  thi'ough  a  series  of  vis- 
its by  U.  S.  negotiators,  stalling  in  Octo- 
ber If  that  doesn't  do  the  trick,  the 
Americans  may  threaten  sanctions  again. 
In  a  Presidential  election  year,  the  Ad- 
ministration can't  afford  to  let  this  poten- 
tial trade  victory  turn  into  defeat. 

By  Amy  Borrus  in  Washington,  Dex- 
ter Roberts  iji  Beijing,  and  Joyce  Bar- 
nathav,  in  Hong  Kong 
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The  days  of  the  bloated  business  are  over. 


Ballooning  costs.  Bulging  warehouses.  Is  your  business  growing  in 
the  wrong  places?  Let  GE  Information  Sendees  relieve  some  of  the  pressure. 

We  help  you  reduce  swollen  inventories  and  take  the  bulk  out  of  your 
business,  so  you  can  be  faster  in  your  markets,  more  responsive  to  your  cus- 
tomers and  more  attractive  to  your  shareholders.  We  enabled  a  major  elec- 
tronics manufacturer  to  cut  supplier  cycle  times  from  6  days  to  1  and  slash 
warehouse  space  requirements  by  50%.  Another  client  has  increased  sales- 
force  productivity,  allowing  salespeople  to  double  the  amount  of  "face  time" 
they  can  spend  with  clients  and  prospects. 

GE  Information  Senices  works  with  thousands  of  the  world's  best 
known  businesses  to  help  reduce  costs  and  impro\e  profitability.  Our  busi- 
ness productivity  solutions  can  help  you  expand  where  you  realK  want  to — 
in  your  marketplace. 

Productivity.  It's  All  We  Do.'" 


GE  Information  Services 


For  more  information,  please  call  l-}j()l)-56U-GEIS,  or  write  GE  Information  SeiAiecs,  MC07F3, 
401  N.  Washington  St.,  Rock\ille,  MD  2085(1.  Find  ns  on  the  Internet  at  http:/A\'\w.ge.tom/gci.s. 
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THE  GREEN  WHO 

WOULD  BE  GERMANY'S  KINGMAKER 


Germany's  Green  Party  has  long  had  a  reputation  for 
tree-hugging  idealism,  but  under  their  new  Bundestag 
leader,  Joschka  Fischer,  the  Greens  are  now  trying  to 
make  the  huge  leap  from  gadflies  to  power  brokers.  "There's 
no  point  in  being  in  politics  if  you  don't  get  into  power," 
the  telegenic  Fischer,  47,  tells  the  thiitysomethings  and  ex- 
hippies,  who  form  the  party's  backbone. 

The  Greens'  goal  is  to  replace  the  centrist  Free  Democrat- 
ic Party  (fdp)  as  the  third  force  in  German  politics — behind 
Chancellor  Helmut  Kohl's  Christian  Democrat- 
ic Union  (CDU)  and  the  Social  Democratic  Par- 
ty (sPD).  In  an  effort  to  win  over  young  profes- 
sionals, the  Greens  ai'e  moving  beyond  strict 
environmentalism.  They  are  pushing  to  curb 
automatic  entitlements  and  to  cut  government 
bureaucracy.  Recently,  they  said  that  the  state 
of  Lower  Saxony  should  sell  its  20%  stake  in 
Volkswagen  to  slash  the  interest  payments  on 
loans  used  to  finance  that  holding. 
"DRESS  REHEARSAL."  But  if  the  Greens  suc- 
ceed, Germany's  pohtical  center  of  gi-avity  will 
shift  sharply  leftward.  The  fdp,  which  backs 
free-market  capitalism,  has  been  Germany's 
kinginaker  for  a  generation,  wielding  influence 
far  beyond  the  7%  to  10%  it  won  in  national 
elections.  But  the  party  is  now  in  steep  decline. 
The  Greens  are  outpolling  the  fdp  nationally, 
and  in  last  May's  elections  in  Germany's  most 
populous  state.  North  Rhine-Westphalia,  the  fdp  failed  to 
clear  the  5%  threshold  for  seats,  while  the  Greens,  who  won 
10%;  of  the  vote,  wound  up  in  a  ruling  coalition  with  the 
SPD.  "It's  a  dress  rehearsal  for  national  power,"  says  political 
consultant  Heinz  Schulte.  "North  Rhine-Westphalia  is  where 
general  elections  are  won  and  lost." 

Indeed,  the  spd's  embattled  leader,  Rudolf  Schai'jjing,  now 
apparently  sees  coopei'ation  with  the  Greens  as  his  best  shot 
at  unseating  Kohl,  who  has  doggedly  hung  on  to  power  since 


FISCHER:  Besting  the  FDP 


1982.  Scharping,  who  is  slipping  in  the  polls,  had  been  ada 
mantly  opposed  to  sharing  power  with  the  Greens  but  nov 
calls  the  North  Rhine- Westphaha  airangement  a  test  of  "th 
potential"  for  a  national  coalition  with  themi. 

Having  won  this  much  respectability,  Fischer,  whose  co 
horts  have  49  of  the  672  Bundestag  seats,  is  domg  his  best  t( 
persuade  skeptics  that  they  can  trust  him.  He  argues  that  en 
vu-onmentally  fiiendly  industry  wall  create  jobs  in  such  area; 
as  pollution  control.  He  also  promises  that  a  huge  proposec 
energy  tax,  which  would  more  than  double  th( 
price  of  gasoline,  to  $11.50  per  gallon,  would  b( 
revenue  neutral.  Says  consultant  Schulte:  "[Th< 
Greens]  are  prepared  to  sell  their  soul  fo] 
seats  in  the  next  government." 
EASTERN  RADICALS.  The  Greens  are  having 
some  success  in  at  least  softening  the  criticisn 
of  business  cliiefs.  Fischer,  foi-  instance,  seems  tc 
be  establishing  a  working  relationship  wit? 
Hans-Olaf  Henkel,  fomner  CEO  of  ibm  Deutsch 
land  and  now  president  of  the  Federation  o: 
Gernian  Industry.  Henkel  had  been  critical  o: 
the  Greens'  progi'am,  including  a  move  to  a  30 
houi'  workweek,  a  legal  ban  on  overtime,  anc 
imposition  of  speed  limits  on  the  cuirently  unfet 
tered  autobahns.  But  now  one  of  his  aides  says 
of  the  Gi'eens:  "In  recent  weeks,  many  of  theii 
statements  have  been  moderate  and  pragmatic' 
Still,  many  business  leaders  worry  thai 
Fischer  will  be  undercut  by  party  i-adicals,  particularly  those 
ft'om  east  Germany.  A  major  showdov^m  seems  likely  at  the 
paity  congi'ess  in  Bremen  in  December.  Militant  Greens  known 
as  "Fundis"  don't  want  to  abandon  cherished  demands,  in- 
cluding immediate  shutdowois  of  nuclear  plants  and  autobahn 
speed  limits.  "Realos"  like  Fischer  say  they  want  to  continue 
pursuing  envii'onmental  goals  but  to  be  moi'e  flexible  in  reach- 
ing them.  If  the  praginatists  lose,  then  Kohl  can  sleep  easier. 

By  John  Teni pieman  in  Bonn 


GLOBAL  WRAPUP 


A  NEW  MODEL  FOR  RUSSIA? 

►  In  a  move  that  could  have  far- 
reaching  implications.  President  Bor- 
is Yeltsin  is  going  ahead  with  a  novel 
deal  in  which  nine  Russian  banks 
will  lend  the  government  about  $2 
billion  in  exchange  for  state-owned 
shares  of  some  100,  yet-unnamed 
companies.  This  could  mark  the  be- 
ginning of  an  emerging  economic 
structure  similar  to  Germany's  or 
Japan's  in  which  banks  have  close 
ties  to  big  business. 

The  scheme  is  aimed  at  giving  the 


hard-pressed  Kremlin  budgetary  re- 
lief. Anatoly  B.  Chubais,  the  Deputy 
Prime  Minister  in  charge  of  economic 
policy,  says  foreign  firms  are  wel- 
come to  take  part  in  the  loan,  but 
their  initial  interest  appears  luke- 
warm. Special  restrictions  will  sup- 
posedly keep  the  banks  from  strip- 
ping company  assets  or  making  big 
changes  in  management. 

ISRAEL  FINDS  DEFENSE  WORK 

►  Turkey  has  selected  Israel  Aircraft 
Industries  Ltd.  to  improve  the  avion- 
ics and  otherwise  upgrade  its  fleet  of 


aging  American-made  Phantom  jet 
fighters.  The  cost  of  the  project  is  put 
at  $600  million  dollars.  lAi  and  other 
Israeli  companies  have  been  extreme- 
ly aggressive  in  the  military-upgrad- 
ing market  in  an  attempt  to  offset  a 
decline  in  defense  sales,  iai  has  al- 
ready won  contracts  from  Australia, 
Chile,  and  the  U.  S.  Air  Force,  and 
the  company  is  working  on  Soviet- 
built  MiG-21s  for  several  Eastern 
European  and  Asian  countries.  In  or- 
der to  clinch  the  deal  with  Turkey,  Is- 
rael had  to  agree  to  defer  payment 
for  two  years. 
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er  the  Future 


On    every  continent, 
telecom  m u  n icat ions  is 
chant!;ing  the  wav  people 
live,  work  and  think, 
in  Central  an,d  South  America,  the  race  is 
on  to  meet  pent-np  demand  trom  over 
400  million  ct)nsumers. 
Americas  TELECXIM      in  Kio  is  the  next 
stop  tor  the  people  who 
will  make  this  happen 
—  suppliers,  operators, 
investors,  tiovernments. 


AMERICAS 


TELECOM 


96 


The  ITU's  prestigious 
Exhibition  and  Forum  at 
the  Kiocentro  will  be  a 
showcase  tor  the  most 
iniio\'ati\  e  products,  services  and  ideas  trom 
around  tlie  world. 

And  ihc  meetiiiLi;  place  tor  eveiyone  with  an 
interest  in  the  ret^ions  exciting  telecom- 
munications future. 
To  share  it,  ]oin  the 
decisiein-makers  m 
Rio  de  laneiro. 


Rio  dc  fiiiiciro,  jiiiiv  10-15 


The  next  stop 


Organized  by  the  International  Telecommunication  Union 

For  further  information  on  Americas  TELECOM  96  Exlubition  and  forum  contact  Americas  TELECOM  96-El,  international  Telecommunication  Union 
Place  des  Nations,  CH-1  21  1  Geneva  20,  Switzerland,  Tel.  +41  22  730  56  89,  fax  +41  22  730  64  44 


Fax  this  page  to  TELECOM 


on  +41  22  730  64  44 

Company  


.  Fax , 


-E-Mail. 


International  Economics 


MONEY  FLOWS 


WHO'S  AFRAID  OF  GLOBAL 
MARKETS?  NOT  U.S.  INVESTORS 

Although  foreign  equities  are  volatile,  even  stodg\"  institutions  are  bu\ing  big  stakes 


A  DEUTSCHE  TELECOM  TECHNICIAN:  l'.-:  COmoanu's  IPO  iviJI 


hea'cily  on  foreign  investors  buying  in 


The  Mcxicar.  ^iesc'  r/jejLdov,-n. 
Chaotic  markets  in  deflation- 
piagned  Japan.  Ominous  political 
i-un-iblings  between  China  and 
Taiwan-  Rumca-s  th-at  Ai'gentinas  tried- 
and-trae  Economy  ilinister  might  quit. 
You  would  think  U.  S.  institutional  in- 
vestors would  be  mnning  for  cover 
fi-oni  foreign  mai-kets.  back  to  the  safe 
haven  of  home-growm  blue  chips  and 
Treasujy  bonds  they  have  favored  in 
the  past. 

Thiink  again.  PeiTnanently  con\"ineed 
that  putting  all  of  their  eggs  in  a  do- 
mestic basket  is  ultimately  mkier.  U.  S. 
investors  continue  tC'  rc^an:  the  wca-ld  in 


search  of  portfolio  diversification  and 
growth.  ]yii!T*oring  the  sweeping  glo- 
balization of  American  industry".  U.  S. 
portfoho  investments  are  expanding  so 
i-apidly  that  they  now  account  for  12*^ 
of  the  nation's  -?9  trillion  in  pension 
and  mutual-fund  assets,  the  Interna- 
tional Monetary"  Fund  estimates,  up 
n-om  under  b'~i  in  1991.  In  the  past 
fiVc-  years  alone.  U.  S.  investors  have 
poured  more  than  -5330  billion  into 
stocks  and  bonds  from  Toronto  to  Tai- 
pei (charts*,  according  to  the  Federal 
Reserve  Board. 

Tb^t  share  will  almost  certainly  keep 
rlsine.  Intemational  securities  are  al- 


ready a  mainstay  of  ^^"all  Street  "s  in 
vestment  banks — and  Main  Street's 
portfolios.  Thousands  of  intemational 
companies  trade  on  U.  S.  markets  as 
American  depositary"  receipts,  and  large 
quantities  of  intemational  equities  have 
even  become  fundamental  parts 
many  domestically  oriented  mu:.  . 
funds.  Some  pension  funds,  including 
that  of  the  lUinois  teachers"  retireme-n^ 
system,  have  invested  over  20^*  of  - 
sets  abroad. 

GOING  OVERSEAS.  \Mth  Germany.  Chi-ij 

na.  Iu:r.\:j:.  and  a  host  of  other  eour.-r 
tries  planning  to  offer  American  inv-  - 
tors  the  chance  to  take  pan  in  huj;c 


ly(i}iicdll\\  the  same  Diedicdl  lrcal}}ii'}il  t/uil  uiii  save  ■ 
\ni(r  life  ea)i  ofte)i  times  kill ynn)'  luDikhook,  eve>/  ij  you 
liave  ii/eilieal  eoverage.  Beeaiise  ivhile  iiiedieal  Disiinniee  ■ 
eaii  eover  the  east  of  the  aetnal  treat})ie)tl^  it  n-oul  replaee  ■ 
the  i)ic(j)iie  von  lose  if  yoiire  foreed  to  ii/iss  ivork  jor  a  ,| 
/;;;/(■.  Hut  a  Uni'M  clisiihility  iiisuraiue  poliey  will.  We  \ 
eall  it  i)u-o)iie  proteetio)i,  mea}iui'g  people  eau  reeeive  a 
suhstautial  portion  of  their  payeheeks  even  ij  nijury  or  / 
ilhu'ss  keeps  them  a'joay  fro))i  their  johs.  Just  as  iuipor- 
ta)it,  zve  offer  solutioyis  that  eau  help  people  get  baek 
to  work  as  quiekly  as  possible.  For  more 
luformation  o)i  the  Unl'M  faiuily  oj 
eompa}iies^  call  vour  iyisunuiee  broker.      ^  y 

Unum 

Here\^  to  a  lo}lg  life.  lie  see Jarther 


AND   ALL    US     StKXiS    FXCEPT    NY)    •    COMiSEM  &    AkIIUM    iNSCHANft    CoMPANV.  ClJLtMBIA.   SC    (AlL    -.lATES    FXCfPT    NY)    •    C:nMMhRltM     I. IFF  InMRA> 

Insurance  CoMPANt  (New  York  St  ail  OnliI,  i^o  WiiiTf  I'l  aims  Rd    Iarritov-n.  NY  losgi  •  (mm  I.imitfl.  (1        D.ikmm,.  Knm  ani.  •  IM  m  |^p^s    lo**...  J  a, 


International  Economics 


privatizations  over  the  next  few  years, 
the  rush  to  overseas  funds  shows  little 
sign  of  abating.  By  2000,  estimates 
InterSec  Research  Corp.,  a  financial 
consultant  in  Stamford,  Conn.,  U.  S. 
pension  funds'  international  assets  will 
reach  $725  billion,  more  than  double 
what  they  are  today. 

U.  S.  pension  and  mutual  funds  are 
going  overseas  for  sound  economic  rea- 
sons. Many  investment  experts  believe 
that  only  through  globalization  can 
American  institutions  achieve  the  port- 
folio divei'sification  they  need  to  pro- 
vide a  genei'ous  long-term  return  with- 
out taking  inordinate  risk. 

It's  no  wonder,  then,  that  a  recent 
Greenwich  Associates  survey  of  1,620 
U.  S.  pension  funds  managing  $2.7  bil- 
lion in  assets  found  that  65%  already 
invest  abroad — and  28%  more  plan  to 
do  so  shortly.  The  consultant,  based  in 
Greenwich,  Conn.,  found  that  17%  of 
the  funds  play  the  emerging  markets — 
and  they  are  sticking  by  their  invest- 
ments despite  the  sector's  blowout  ear- 
lier this  year. 
SHOCK  WAVES.  Look 
at  the  performance 
averages,  and  it's  no 
surprise  money  man- 
agers are  staying  the 
course.  Global  invest- 
ing has  paid  off  even 
in  the  face  of  periodic 
bubbles  and  panics  on 
world  markets.  Ovei' 
the  past  10  years, 
InterSec  Research  es- 
timates, U.  S.  pension 
funds  earned  a  com- 
pounded annual  re- 
turn of  18.2%.  on 
overseas  investments. 
That's  nearly  four 
percentage  points 
gi'eater  than  what  the 
funds  would  have 
earned  by  investing  in 
the  overwhelmingly 
domestic  stocks  that 
make  up  the  Standard 
&  Poor's  500-stock  av- 
erage. "U.  S.  investors 
are  finally  convinced 
that  'international'  is 
something  that  be- 
longs in  their  portfoli- 
os," says  InterSec  Di- 
rector James  A. 
Diack. 

To  be  sure,  massive 
flows  of  cross-border 
capital  can  cause  uj)- 

[  sets,  as  the  turbulent 

I  markets  of  1994  dem- 
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DATA;  GREENWICH  ASSOCIATES,  MERRILL  LYNCH  &  CO, 
BLOOMBERG  FINANCIAL  MARKETS.  BUSINESS  WEEK 


onstrated.  Last  year,  when 
the  Federal  Reserve  sharply 
hiked  interest  rates  to  head 
off  inflation,  many  investors 
shifted  capital  back  to  Amer- 
ica to  seek  rising  yields. 
That — and  the  subsequent 
Mexican  debacle — sent  shock 
waves  through  Latin  Ameri- 
ca, Asia,  and  Eastern  Europe. 
Baling  Securities  Internation- 
al Ltd.  strategist  Michael  J. 
Howell  estimates  that  the 
interest-rate  reversal  caused  the  flow  of 
LI.  S.  portfolio  capital  abroad  to  plunge 
from  1993's  record  $437  billion  to  $233 
billion  in  1994. 

In  another  sign  of  the  punch  that 
U.  S.  money  flows  can  pack  overseas, 
foreign  companies  must  pay  increasing 
attention  to  pleasing  American  inves- 
tors. That  has  brought  a  new  discipline 
to  management.  As  global  investors 
demand  more  uniform  standards  of  cor- 
porate accounting  and  disclosure,  many 
foreign  companies  must  learn  to  meet 
the  close  scrutiny  of 
those  who  provide 
their  capital. 

For  example, 
James  Hatt,  British- 
born  CEO  of  Peters- 
burg Long  Distance 
Inc.  (PLD),  spends 
most  of  his  time  over- 
seeing his  telephone 
company's  operations 
in  the  former  Soviet 
Llnion.  But  every  few 
months,  Hatt  makes  a 
crucial  trip  to  the 
U.S.  After  Toronto- 
based  PLD  raised 
$98.4  million  last  year 
via  a  stock  offering  on 
NASDAQ's  over-the- 
counter  market,  Hatt 
soon  learned  that  he 
would  regularly  have 
to  make  the  rounds 
on  Wall  Street  to 
keep  his  stockholders 
up  to  date. 

The  sheer  weight 
of  U.  S.  money  flows 
is  also  putting  pres- 
sure on  companies  to 
deliver  satisfactory 
returns  on  equity. 
Take  giant  Deutsche 
Telekom,  the  German 
phone  monopoly  slat- 
ed for  privatization  in 
1996.  If  it  wants  its 
estimated  $10  billion 
initial  public  offering 
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TIGHTER  LEASH 


Investors' 
demands  for  more  uniform 
corporate  accounting  and 
disclosure  are  bringing  new 
discipline  to  management 
at  many  foreign  companies 


to  succeed,  Telekom  must  win  over 
foreign  investors — especially  Ameri- 
cans, the  world's  biggest  buyers  of 
stock. 

In  Germany,  where  most  investors 
don't  buy  equities,  the  market  is  far 
too  small  to  absorb  Telekom's  shares. 
So  the  company  will  have  to  show  the 
kind  of  proflt  projections  that  make 
U.  S.  stock  analysts  write  "buy"  rec- 
ommendations. To  do  that,  the  company 
must  slash  its  staff,  improve  manage- 
ment, and  deliver  returns  comparable 
to  those  of  fast-growing  private  phone 
companies  elsewhere.  "There's  a  gener- 
al perception  that  Deutsche  Telekom 
is  a  very  badly  managed  company," 
says  Mark  Breedon,  m.anager  of  the 
New  York  Stock  Exchange-listed  Glo- 
bal Privatization  Fund.  "International 
investors  will  have  to  believe  efficien- 
cies will  be  gained,  or  else  they  won't 
buy." 

RAFT  OF  PRIVATIZATIONS.  Edward 
McMillan  of  Denver  money  manager 
Bee  &  Associates  Inc.  calls  this  phe- 
nomenon "the  globalization  of  value." 
The  world  is  inexorably  moving  toward 
a  single  investment  standard.  And  be- 
cause Americans  are  the  ones  moving 
the  most  cash  abroad,  that  standard 
will  probably  be  dictated  by  U.  S.  mon- 
ey managers. 

Even  if  it  takes  years,  the  transi- 
tion will  only  further  whet  Americans' 
appetite  for  far-flung  investments.  After 
last  year's  emerging-market  debacle, 
U.  S.  investors  have  resumed  shifting 
cash  offshore. 

In  1995,  U.S.  portfoHo  outflows 
should  rise  to  $330  billion,  figures  Bar- 
ing's Howell.  And  why  not?  Brazil,  for 
example,  is  planning  a  raft  of  privatiza- 
tions. So  are  several  countries  in  Eu- 
rope. Even  Canada  is  selling  railroad 
assets  to  raise  cash.  Despite  the  inevi- 
table crashes  and  rebounds,  the  U.  S.  is 
sure  to  be  in  on  these  oppoitunities  in 
a  big  way.  With  proof  in  their  pockets 
that  taking  risks  abroad  pays  off,  for 
American  investors,  there's  no  turning 
back. 

By  William  Glasgall  in  New  York 
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V 


YOU  NEVER  HAD  AN 


overprotective 

MOTHER 

it's  not  too  LATE  TO 

buy  one. 


lie  ii(l))iil  it.  .  is  the  di.uihility  i )isit)'i!iin'  lciidc}\  wc'r 
uitlicr  ohscssvce  about  t/ic  ivvll -hci ir^  nj  dhv  polity  holdt 

Tiikc  oiir  short  iUtd  lo}i[i_  toiii  disidjility  polii  ics,  whic 
hcxo)id  ijtcrely  ojjcrur^  jDuDu  uil  oDiipoisdtio)/,  put  a 
(■D/phdsis  0)1  prevoituj)!  cDtd  }rhcihilitutio)i.  'llirongh  . 
process  Killed  disability  iiiii}i(i;^ciiif>it,  zvr  cxhanstive/j 
seart  li  for  solntioiis  that  CiDi  help  people  retiDit  to  zvor 
cDid  to  their  (leeustoi)u  d  lifestyles,  as  (piiekly  as  possihi 
lie  also  have  an  entire  disability  lab  that's  dedicated  t(:^ 
preeeiitiii'i  disabilities  from  happeiinrj^  i>i  the  first  pla. 

For  more  iiiforiiiatioii  on  hozv  the  I  xi  m 
family  of  companies  can  look  out  ft))- you, 
simpfv  telephtj}ie  your  uisurance  broker     ^  ^ 

Unum 

licrcs  to  a  loJlg  life.  If  e  see  farther. 


IN  LUTHER  KING,  JR.:  LEADER  AND  DREAMER. 

IN  ATLANTA,  GEORGIA  IN  1929,  DR.  KING 
MED  OF  THE  DAY  WHEN  MEN  AND  WOMEN  OF 
:OL0RS  WOULD  JOIN  HANDS  AND  LIVE  IN 
,  ONY.  HIS  FAMOUS  1963  SPEECH,  "I  HAVE  A 


DREAM."  LED  TIME  MAGAZINE  TO  NAME  HIM 
"MAN  OF  THE  YEAR."  TO  THIS  DAY,  HIS  FAITH 
IN  THE  HUMAN  SPIRIT  CONTINUES  TO  INSPIRE 
OTHER  GEORGIANS  TO  OVERCOME  ADVERSITY, 
AND  TO  BRING  THEIR  OWN  DREAMS  TO  LIFE. 


THE  H.O.P.E.  SCHOLARSHIP.  IT  STANDS  FOR 
"HELPING  OUTSTANDING  PUPILS  EDUCATIONALLY," 
AND  IT  CERTAINLY  LIVES  UP  TO  ITS  NAME.  THIS 
INNOVATIVE  PROGRAM  GUARANTEES  EVERY  GEORGIA 
STUDENT  WHO  MAINTAINS  A  "B"  AVERAGE  IN  SCHOOL, 


-lORE  INFORMATION,  CALL  404-656-9306  OR  FAX  404-657-4309. 

ranted  tiy  Intellfctuai  Propertie'^  Managftnent  Atlanta.  CA,  as  manager  of  the  King  Estate 


EE  TUITION  TO  ANY  STATE  COLLEGE,  UNIVERSITY  OR 
CHNICAL  SCHOOL.  BUT  H.O.P.E.  IS  MORE  THAN  JUST 
SCHOLARSHIP.  IT'S  AN  INVESTMENT  IN  AN 
lUCATIONAL  FUTURE  WHERE  EVERYONE  WINS- 
GARDLESS  OF  RACE,  CREED  OR  SCHOOL  COLOR. 


CARE  HEADQUARTERS  IN  ATLANTA.  FOR  OVER  50 
YEARS,  CARE  HAS  DELIVERED  MORE  THAN  S7  BILLION 
IN  AID,  TOUCHING  MILLIONS  OF  LIVES  IN  OVER  120 
COUNTRIES.  IT  IS  ONE  OF  COUNTLESS  ORGANIZATIONS 
TO  MOVE  TO  GEORGIA.  MAYBE  IT'S  BECAUSE  OF  OUR 


HIGHLY  SKILLED  LABOR  FORCE.  OR  THE  FACT  IHf 
GEORGIA'S  PRODUCTIVITY  RATE  IS  WELL  ABOVE  Th 
NATIONAL  AVERAGE.  OR  MAYBE  IT'S  JUST  BECAU? 
PEOPLE  HERE  TRULY  BELIEVE  THE  KEY  TO  A  CARIN 
WORLD  COMMUNITY  IS  A  CARING  LOCAL  ON'j 


International  Economics 


EUROPE 


NEVER  MIND 

THE  UGLY  AMERICANS 

.\sians  and  other  new-money  louiisis  are  flocking  to  Europe 


Laden  with  ovei'smffed  shoppiiig  bags 
fi'om  FeiTagamo,  an  upscale  shoe 
shop,  \viim  Yamada.  27.  stands  hap- 
pily sm-veAing  her  purchases  neai" 
Rome's  ritzy  Ma  Condotti.  A  Tokj'o- 
based  stewardess.  Yamada  headed 
straight  to  Rome  tliis  summer  after  hear- 
ing about  how  the  sinkiiig  lira  lias  made 
Italy  a  shopper's  dream.  "Tilings  are 
cheaper  now.  My  favorite  tiling  about 
Italy  is  the  shopp^ing."  Yamada  says. 

Yamada  isn't  alone  in  appreciating  the 
!3enefits  of  weak  c-un-encies.  Li  fact,  tliis 
summer's  price-sensitive  vacationers  liave 
helped  boost  tom-ism  to  post-gulf-war 
records  in  Britain,  Spain,  and  Italy, 
where  currencies  have  slmnped  against 
the  yen  and  tlie  Gemian  niai"k  this  year. 
Even  though  business  is  flat  in  France 
and  Gemiany.  the  Em-opean  tourism  in- 
dustry overall  is  tlii-i\Tng.  Airlines  are 
reporting  record  numbers  of  passengers. 
Hotel  occupancy  is  up  o'^f  across  Eu- 
rope. Tlie  number  of  overseas  \'isitors 
is  set  to  surpass  even  last  year's  record 
of  close  to  20  million,  says  Robert  A. 
HoDier.  executive  dii-ector  of  tiie  Europe- 
an Travel  Commission. 

CujTency  is  just  one  reason  for  Eu- 
rope's tourist  boom.  Another  is  new 
wealth  in  emerging  markets  in  Asia  and 
Easteni  Europe.  As  disposable  incomes 
rise  in  countries  ranging  from  South 
Korea  and  Taiwan  to  Russia,  travelers 
are  heading  west.  Rich  Russians  are 
plmiMng  do'mi  cash  to  buy  houses  on 
the  Costa  del  Sol.  Tom-  groups  from  In- 
donesia, Korea,  Taiwan,  and  Malaysia 
hustle  to  catch  a  glimpse  of  Big  Ben 
aiid  \'ersailles. 

-BUY,  BUY,  BUY."  And  Eastern  Euro- 
peans ai-e  swamiing  the  Adriatic  beach- 
es. "Tliey  anive  by  the  busload,  stay  in 
luxury  hotels.  Tliey  eat.  they  drink,  and 
tliey  buy.  buy.  buy."  says  Gianfranco  Do- 

I  nati  of  tlie  Rimini  Tourist  -\gencA".  An  es- 
timated lialf  million  Russians  and  East- 
ern Europeans  have  come  to  Adriatic 
coastal  towns  so  far  this  yeai-.  a  jump 
of  about  oOO^c  over  last  year. 

Eiiro}:>e  needs  lo  attract  travelers  from 
Asia  and  the  fomier  Soviet  bloc  to  keep 
its  industn"  growing.  As  tourists  from 

'xl'if  U.S..  -Japan,  and  other  developed 


countries  head  for  more  exotic  destina- 
tions in  Asia  and  Latin  America.  Eu- 
rope's share  of  the  world  tourism  busi- 
ness is  slirinking.  Its  SI 50  billion  in 
tourism  revenues  last  year  was  47'*  of 
the  world  total,  down  from  oS'^c  five 
years  ago. 

lyiost  of  Em-ojie's  growth 
wiU  come  from  Asia,  indus- 
try^ sources  believe.  More 
than  800.000  non-Japanese 
Asians  came  to  Europe  last 
year.  "\Miile  the  numbers 
don't  yet  rival  the  crowds 
from  Japan,  which  dis- 
patched 1.6  million  visitor- 
to  Etu-ope  ill  1994,  the; 
are  growing  in  the  doub".- 
digits.  With  airline  depai 
tures   worldwide  fror 
Asia  already  increasinL 
15'v  a  year,  "the  growth 
potential  is  enormous," 
says  Linda  Tutnett.  head 
of  tlie  Asia  Pacific  DepiL 
at  the  British  Tourist 
Authority. 

Business  fi-oni  Kcir- 
is  especially  stro:.. 
\^Tien  restrictions 
travel  and  foreign  ciu 
rency  export  we:  - 
eased  in  the  la> 
19S(»s,  Koreans  initial- 
ly jened  off  to  neai-- 
by  Asian  destinations 
such  as  Tliailand  and 
Japan.  Now.  they  arc  queen  for 
heading  to  Europe.  .-^  ,  ,  '  ^ .  •  /(■ 
"It  took  Koreans  a 
little  wliile  to  open  their  minds  to  Eu- 
rope." says  the  Reverend  Kim  Ji  Yoon. 
2S.  as  she  races  through  the  British  Mu- 
seum with  a  Korean  t  our  group. 
COATS  AND  ROCKS.  The  number  of 
Koreaiis  'visitiiig  Europe  "will  grow  some 
oO'^f  tliis  year,  to  320,000.  according  to 
Kore.an  Airlines  Co.  Many  come  on  10- 
day,  iive-city  wliirhraid  tours.  And  they 
spend.  They  buy  Burberrv"  coats  in  Lon- 
don, cosmetics  in  France,  and  even  dia- 
monds in  Amsterdam.  In  Britain  last 
year,  they  spent  SI, 035  per  Aisit.  less 
than  the  Japanese  but  more  than  most 


Americans.  "Korea  is  follovring  the  sani( 
pattern  as  Japan,  only  10  years  later,' 
says  ETC's  HoUier  "Korea  could  well  b( 
the  som-ce  of  the  next  big  boom." 

The  Cliinese  vrill  be  close  behind 
China  sent  40.000  \isitors  to  Europ« 
last  year.  Tlieii-  numbers  are  expectet 
to  rise  IS**  a  year  untO  at  least  2000 
as  the  Chinese  middle  class  grows  an( 
the  government  further  eases  trave 
restrictions. 

To  lure  more  Asians  to  their  coun- 
tiies.  European  airlines  and  tourist  agen- 
cies are  stepping  up  their  marketing  it 
the  regioix  "The  British  Tourist  Authorirs 
now  spends  tiie  largest  chunk  of  its  mar- 
keting budget  in  Asia.  Tlie  Dorcliestei 
hotel  in  London's  fasliionable  Maj-faii 
distiict  lias  boosted  its  promotional  trips 
to  Jakarta,  Hong  Kong,  and  Sin- 


gapore. -And  France's  tourist  board  rt- 
cently  op^ened  a  new  office  in  Taipei. 

Tlieir  goal  is  to  attract  more  tourists 
such  as  South  Korean's  ]\Ii  Ji  Lee.  32. 
Soaking  up  the  ambience  near  Rome's 
Trex]  Fountain,  she  ?a>-s:  "This  is  my 
first  trip  to  Europe  ;  :he  beautiful 
paintings  and  scui;. : —  -  ve  seen,  it's 
worth  the  price."  The  airlines,  hotels, 
and  tour  operators  hope  sheH  come  back 
for  more. 

By  Heidi  Dawley  in  London,  wiih ' 
Christina  Bennett  in  Rome  and  bureau 
report.i 
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HOW  TO  LOWER 

THE  BREAKEVEN  OF  DOINC 
BUSINESS  IN  EUROPE 

Belgacom,  Belgium's  national  telecom  provider, 
can  cut  your  costs  and  improve  your  productivity. 

We'll  help  make  you  profitable  in 


LEASED 
LINES 

Dne-stop  shopping  for  all 
ased  services,  2i4-hour 
p  desk.  Options  jo 
ke  managing 

X^"^  ADVANCED 

rations  /  SERVICES 


Europe  and  internationally. 


lasier. 


Belgacom  connects  you 
to  all  of  Europe  and  the 
world  with  the  newest^ 
services  and 
features,  efficiently' 
and  reliably. 


CENTRAL 
LOCATION 

Europe's  most  accessible  location. 
Four  major  seaports,  on-ramps  to 
nearly  all  major  European  highways 
and  airline  connections  to 
143  destinations 
world  wide 


LOWTA^  RATES 


Belgium's^D,000-plus 
foreign  companies  enjoy 
favorable  corporate 
taxes. 


ISDN 

Reach  Europe  and 
the  world  via  one 
low-cost  service. 
Combine  voice,  data  anc 
image  applications. 


VIRTUAL 
PRIVATE 

NETWORKS 

Public  network  flexibility 
private  network  features: ' 
numbering  plans,  ISDN 
^compatibility,  traffic  reporting, 
worldwide  links. 


BELGIUM 
OFFERS: 

•  Competitive  pricing 

•  Europe's  higfiest  multilingual  skills, 

lowest  absenteeism 

Lowest  office  rents  on  the  Continent 

•  Govt,  incentives,  flexible  work  rules 

•  Good  company: 
;^^dozens  of  international  firms  already 
have  Belgium/ Belgacom 
call  centers. 


Tips  for 
Successful 
I  International 
Networking 


TOLL  FREE 
800  SERVICE 

Intelligent  network, 
advanced  routing  features. 
Link  seamlessly  to  nearly  /| 
40  countries. 

Call  Mike  Breck  at 
Belgacom  USA.  He'll  send  you 
"99  Tips  for  Successful  International 
Networking".  Use  it  to  enhance  productivity 
and  reduce  costs  for  your  European  operations. 

THIS  IS  A  SPECIAL  LIMITED  TIME  OFFER. 
CALL  1-800-678-8997  FOR  DETAILS.  /-\ 

BELGACOr 

301  Riverside  Avenue.  Westport.  CT  06880  •  203-221-5260  •  Fax:  203-222-8 

BWK 


Energy 


CHILE 


DUELING  PIPELINES 
IN  THE  ANDES 

Tenneco  and  Nova  both  want  to  supply  Chile's  power  grid 

day  when  the  entii'e  Southern  Cone — 
Chile,  Ai'gentina,  Brazil,  and  neighboiing 
countries — will  be  supplied  wdth  enei'gy 
from  a  vast  gas  basin  stretching  along 
the  Andes'  eastem  flank  fi-om  Argentina 
to  Pem.  Nova  ah-eady  has  a  stake  in  an 
Ai'gentine  gas  pipeline,  ton,  while  Ten- 
neco and  British  Gas  are  among  the 


WHO  WILL  WIN  THE  PRIZE? 


Jose  Yuraszeck  is  chairman  of  Em- 
presa  Nacional  de  Electricidad  (En- 
desa),  Chile's  biggest  electric  util- 
ity, but  he  also  had  ties  to  a  gas  pipeline 
consortium  that  included  Houston's  Ten- 
neco Inc.  Because  a  rival  consortium 
was  bidding  for  a  critical  contract  to 
sell  gas  to  Endesa,  Yuraszeck  excused 
himself  from  his  company's  boai-d 
meeting  on  July  12  in  Santiago.  To 
his  surprise,  the  board  voted  to  bu.\ 
gas  from  the  competing  group,  led 
by  Calgary-based  Nova  Corp.,  which 
plans  to  build  a  $285  millinn  i.)iiii'liiH 
over   the  Andes 
from  Argentina. 
"It  was  a  rout," 
says  Yuraszeck. 

But  Tenneco 
and  its  partner, 
British  Gas  plc, 
are  not  giving  up. 
Despite  Nova's 
coup  in  signing  up 
Endesa,  which 
produces  60%  of 
Chile's  electricity, 
they  are  pushing 
ahead  with  a  long- 
er,   $700  million 

pipeline  from  Argentina.  They  will 
compete  head-on  against  Nova  for 
customers  around  Santiago  and  also 
will  sui)ply  a  nascent  industnal  com- 
dor  in  central  Chile. 
SOUTHERN  CONE.  It's  a  high-stakes 
battle.  If  both  pipelines  are  built, 
there  almost  certainly  wiW  be  a  years- 
long  energy  glut,  lower  prices  for  gas 
and  electricity,  and  diminished  profit 
margins  for  gas  suppliers  and  power 
generators  alike.  "In  my  mind,  there  is 
no  room  for  both  projects,"  says  Rafael 
Quijano,  a  Latin  Amei'ica  analyst  at 
Washington-based  consultant  Petrijleum 
Finance  Co. 

But  the  incentives  on  both  sides  to 
push  ahead  are  powerful.  The  pipelines 
and  new  power  plants  they  will  supply 
are  admission  tickets  to  Chile's  fast- 
gi'owing  energy  market,  which  has  been 
supplied  mainly  by  hydroelectric  and 
coal-fu'ed  plants. 

Looking  ahead,  the  rivals  foresee  a 


Calgary-based  Nova 
hopes  to  preempt  the 
market  with  its  plan  to 
start  construction  in 
November  on  a  $285 
million,  290-mile 
pipelme  to  supply  gas 
to  Santiago.  It  will  tap 
into  an  existing 
pipeline  of  Argentine 
consortium  TGN. 

PARTNER:  Chilgener 


ATLANTIC 

partners  in  a  pro-  "  ^  '^^^^'^ 

posed  $2  billion 
pipeline  from  Bolivia  to  Brazil. 

That  sense  of  opportunity  is  also  at- 
tracting U.  S.  electric  utilities.  In  late 
July,  the  Tenneco-British  Gas  partner- 
sliip,  called  Ti'ansGas,  announced  that  it 
will  be  supplying  gas  to  plants  to  be 
built  in  central  Chile  by  New  Orleans' 
Entergy,  Atlanta's  Southern,  and  Bos- 
ton-based International  Generating 
(Intergen),  which  is  owned  by  Bechtel 
Group  and  Pacific  Gas  &  Electric. 
Southern  and  Intergen  already  have 
Chilean  investments.  "If  [U.S.  power 
companies]  don't  get  into  Chile's  central 
grid  this  year,  they  probably  won't  at 


any  other  time,"  observes  Ewell  H. 
Muse  III,  senior  vice-president  of  Ti  i; 
neco's  gas  subsidiary  and  president  ni 
Ti-ansGas. 

Some  analysts  speculate  that  the  two 
pipeline  projects  will  have  to  merge.j 
but  both  sides  dismiss  the  prospect. 
"We're  not  interested  in  their  projeci ,  ' 
says  Muse.  Adds  Nick  J.  Kangles.  a 
senior  vice-president  at  Nova:  "Thciv 
has  been  talk  [of  merging]  in  the  p;!st,j 
but  it  has  been  unproductive." 
TIGHT  SCHEDULE.  Chile's  government 
has  decided  against  intervening  in  the! 
fight.  Officials  had  worried  that  com 
petition  could  be  dampened  by  the 
membership  of  electric  utility  holdiiiu 
company  Enersis,  a  major  shareholdci- 
in  Endesa,  in  the  original  Ti-ans(ia> 
group.  But  Enersis  dropped  out  of  tin  ■ 
project  after  Endesa  decided  to  buy 
from  Nova.  Tenneco  and  British  ( la.< 
then  hastened  to  reassure  the  gn\ - 
ernment  that  they  had  no  plans  In 
get  into  the  generating  business. 
Nova  pi'omises  to  start  delivei'ic.-; 

by  May,  1997.  tak- 


CHALLENGER 


Houston-based  Ten- 
neco, refusing  to  cede 
the  market,  plans  to 
start  work  in  May,  1996, 
on  a  $700  million,  500- 
mile  pipeline  to  carry 
gas  from  Argentine 
fields  to  Santiago  and 
central  Chile. 

PARTNERS:  British  Gas, 
ENAP  Argentine  gas 
producers 


ing  gas  from  its 
Argentine  pipeline 
affihate.  In  order 
to  meet  the  tar- 
get, Nova's  Ai-gt'u- 
tine  and  Brazilian 
contractors  must 
start  work  liy 
Nov.  1  in  order  tn 
have  two  Southern 
Hemisphere  sum- 
mers for  pipe-lay 
ing  over  an  11,50U-l 
foot  Andean  pass. 
"It's  a  race,"  says 
Kangles.  "Our  constniction  schedule 
is  ahead"  of  the  Tr'ansGas  plan.  Re- 
torts John  Enloe,  a  senior  vice-presi- 
dent of  British  Gas:  "It's  not  who 
starts  fii'st,  it's  who  can  deliver  gas  in 
1997."  Ti'ansGas  is  planning  to  start 
work  next  May  and  hopes  to  begin 
delivei'ies  in  September,  1997.  Along  its 
route  tlu'ough  centi'al  Chile,  it  plans  to 
spend  $oO  million  to  help  100  prospec- 
tive industrial  customers  convert  their 
plants  to  gas  in  return  for  four-year 
contracts. 

Even  with  two  competing  pipelines, 
Muse  says,  TransGas  will  earn  a  profit 
above  11%^ — the  rate  of  return  that  U.S. 
i-egulators  would  allow,  he  calculates,  for 
a  comparable  project  in  the  U.S.  But 
if  the  slugfest  keeps  profits  close  to  that 
minimum,  the  rivals  will  be  poorly  com- 
pensated for  their  risk-taking.  In  that 
event,  the  only  sure  winners  will  be  Chi- 
lean consumers  of  cheaper  energy. 

By  Susan  Jackson  ui  Santiago 
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To  BUSENHESS 


TRAVELLERS  OF 


THE  WORLD 


WE  SAY, 


Welcome  to 


The  Club. 


It's  a  very  special  collection 
of  privileges,  designed  around 
a  very  special  individual:  You. 

At  The  Sutton  Place  Hotels, 
we  created  The  Sutton  Club 
to  bring  you  an  uncommon 
level  of  luxury  at  a  guaranteed 
preferred  rate.  Plus,  we'll 
provide  a  complimentary 
continental  breakfast,  morning 
paper  delivered  to  your  room, 
free  local  transportation* 
and  convenient  business 
center  services. 

Ask  us  about  the  special 
privileges  of  The  Sutton  Club. 
It's  a  Club  well  worth 
belonging  to. 

*  downtown  area  in  Chicago, 
Toronto  and  Vancouver,  airpon 
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%e  Sutton  ^\acc  Hotels 

Toll  Free  Reservation  Number 

1-800-810-6888 

OR  Call  Your  Travel  Agent 
e-mail:  info@suttonplace.com 
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AS  GLOBA 


NING  SYST 


Sydney.  Shanghai.Tnen  DacOf^^  globe  stre^m^ror^ 
home.  Long  flights — where  horizons  stretch  on  and  on — are 
standard  fare  for  the  largest  Falcon  trijets. 

The  new  Falcon  900EX  with  its  4500  nm  range  may  be  the 
most  practical  answer  to  your  very  long  range  needs.  But  the 
Falcon  900B  with  its  4000  nm  range  can  also  position  you 
anywhere  on  the  globe.  You'll  make  transoceanic  leaps  in  a  quiet 
widebody  cabin  that  is  39  feet  long  and  tall  enough  for  someone 
6'2"  to  walk  without  the  slightest  stoop. 

We  believe  that  a  business  jet  must  do  even/thing  well.  Which 
includes  agile  performance  out  of  short  fields — and  stellar 
performance  on  corporate  financial  statements.  (We  offer  the  best 
value  in  acquisition  and  operating  costs  in  the  long-range  class.) 

If  a  world  map  hangs  in  your  office,  learn  more  about  these 
remarkable  global  aircraft.  Contact  Johii  Rosanvallon  in  the  U.S.  at 
(201)  967-2746  or  Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 


FALCON  900B  AND  900EX 
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ODUCT  DEVELOPMENT 


lONDA'S 
ilVIC  LESSON 


e  carmaker  learned  to  listen  to  the  troops  when  a  key  model  faced  a  cost  squeeze 


^  y  rights,  late  1991  should  have 
W  been  a  time  of  triumph  for  Ron 
«Shriver.  The  Honda  engineer, 
^then  33,  had  just  helped  launch 

all-new  1992  Civic  at  the  company's 
it  Liberty  (Ohio)  factory.  Already, 

magazines  and  enthusiastic  buyers 
•6  showering  praise  on  the  spunky 
6  subcompact.  "Honda  has  achieved 

pole  position  in  the  small  car  sweep- 
ies,"  declared  Car  &  Driver. 
)Ut  instead  of  celebrating,  Shriver 
1  worried.  Slick  new  features  such 
rear-seat  heat  vents  and  a  beefier 
ine  had  hiked  costs  just  as  auto  sales 
•e  slumping  in  the  U.  S.  and  Japan, 
erican  car  buyers  were  balking  at 
ker  prices  that  topped  out  at  $15,000, 

the  yen's  relentless  run-up  against 

dollar  showed  no  signs  of  slowing, 
ida  Motor  Co.'s  profit  margins,  al- 
ly razor-thin,  looked  as  if  they  would 
ippear.  So  even  as  the  first  1992 
lel-year  Civics  were  hitting  the  road, 
iver  put  together  a  12-member  team 


that  would  spend  the  next  18  months 
scouring  Honda's  U.  S.  suppliers  and  its 
Ohio  factory  workers  for  ideas  to  make 
the  next  Civic  cheaper  to  build. 

Shriver  didn't  yet  know  it,  but  back 
in  Japan,  Honda  executives  fi-om  Presi- 
dent Nobuhiko  Kawamoto  on  down  had 
reached  the  same  conclusion:  The  rising 
yen  meant  Honda  could  no  longer  afford 
to  overengineer.  So  Hiroyuki  Itoh,  the 
Civic's  chief  engineer,  began  putting  to- 
gether his  own  team — one  that  within 
months  would  merge  with  Shriver's 
U.  S.  crew  to  collaborate  on  an  all-out 
battle  to  wi-ing  costs  out  of  the  Civic. 
LOWER  STANDARDS.  It  would  prove  a 
difficult  collaboration  at  times;  for  once, 
U.  S.  manufactiuing  engineers  and  mar- 
keters had  a  big  say  in  shaping  a  new 
model  ft'om  the  earliest  designs.  With 
the  high  yen  all  but  forcing  Honda  to 
boost  local  content  from  the  U.  S.,  the 
carmaker  also  worked  far  harder  than 
ever  before  with  North  American  sup- 
pliers. It  even  had  to  relax  its  vaunted 


ALL  EARS:  Ch  ief  engineer  Itoh,  at 
wheel,  got  input  from  Shriver,  second 
from,  left,  and  his  team  in  Ohio 

engineering  standards.  And  Japanese 
engineers  also  used  an  unprecedented 
number  of  money-saving  suggestions 
fi'om  factory  workers  and  suppliers  on 
both  sides  of  the  Pacific — often  only  af- 
ter a  sti-uggle. 

Now,  Honda  is  about  to  find  out  if 
the  hard  work  has  paid  off:  With  the 
unveiling  of  the  new  model  in  the  fii'st 
week  of  September,  car  buyers — and 
Honda's  Detroit  rivals — will  get  their 
fii"st  chance  to  see  how  well  Itoh,  Shriv- 
er, and  team  have  done.  The  new  Civic 
will  provide  a  key  test  of  Honda's — and 
the  entire  Japanese  auto  industry's — 
ability  to  remain  competitive  in  the  face 
of  a  strong  yen  and  a  muscular  Detroit. 
For  Japan's  No.  3  auto  maker,  whose 
worldwide  revenues  hit  $46.9  bilUon  for 
the  fiscal  year  ended  last  March,  the 
Civic's  success  is  crucial.  It's  Honda's 


BUSINESS  WEEK  /  SEPTEMBER  18,  1995  71 


Earning  the  prestigious  Business 
Teclinology  Association  Award  as  1995 


Copier/Fax  Manufacturer  of  the  Year  was 


:STA 


Business 

Technology 

Association 


quite  an  honor.  The  award  was  given  to 
us  for  our  commitment  to  service  and 
dependability.  It  means  the  investment  in 
research  and  development  to  build  the 
most  reliable 
copiers  and  fax 
machines  is  paying  off.  And  that  should 
mean  something  to  you. 

For  businesses  around  the  world,  it 
ensures  that  Toshiba  copiers  and  fax 
machines  have  no  rival  when  it  comes  to 
performance,  production  and  reliability  on 
a  daily  basis. 


Amti  d  Winniufi  Rclhibilil} 

The  Toshilxi  6550  copier  ami 
TF()5I  fii\  nmhinc 
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And  when  it  comes  to  comparing  pric(  ■ 
w  ith  performance,  our  5540/6550  copiei'^ 
arc  winning  praises  of  their 
own.  Buyers  Laboratory,  Inc. 
named  them  the  most  out- 
standing high-volume  copier 
values  of  1995. 

To  see  how  rewarding  Toshiba  reliability 
is,  call  (800)  GO-TOSHIBA.  And  put  a 
proven  vvlnner  to  work  in  your  business. 


In  Touch  with  Tomorrow 

TOSHIBA 

COPIFRS  ♦  FAX 
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gest  seller  at  home  and  abroad,  ac- 
nting  for  a  full  third  of  the  1.78  mil- 
:  cars  the  company  sold.  In  the  cm- 
U.  S.  market,  it's  Honda's 
ond-biggest  seller,  behind  only  the 
Isize  Accord.  "They  can't  afford  to 
e  a  flop,"  says  Alison  Shimada,  a  To- 
i-based  analyst  with  Fidelity  Man- 
ment  &  Research  Inc. 
OW  COST?  Still,  with  the  yen  trading 
:  below  100  to  the  dollar,  analysts 
ieve  Honda  now  loses  money  on 
■ry  Civic  it  sells  in  the  U.S.  But 
fida  can't  afford  to  swing  the  balance 

far  from  quality  as  it  trims  costs, 
ne  critics  say  that  Toyota  Motor 
•p.'s  recent  models  have  become  too 
rtan.  Meanwhile,  U.  S.  carmakers 
h  as  Ford  Motor  Co.  have  been  crit- 
ed  for  improving  features  only  by 
ling  excessive  costs.  "It's  value  we 
e  to  stress,"  Kawamoto  says. 
50  how  well  has  Honda  succeeded?  In 
'an,  the  new  1996  Civics  will  sell  for 
ghly  3.2%  less  than  last  year's  mod- 

In  the  U.  S.,  new  prices  haven't 
■n  announced:  The  1996 
ics  won't  hit  shovirooms 
il  October.  But  Honda 
dearly  trying  to  hol(i 

hne.  "Our  goal  is  to 
■p  the  same  price  range 
:he  current  model,  even 
ugh  the  car  is  moving 

in  size  and  features 
te  substantially,"  says 
3mas  G.  Elliot,  execu- 
}  vice-president  of  Hon- 
5  American  sales  unit, 
alysts  expect  the  cost 
i  new  Civic  to  rise  just 

above  1995  models;  the 
lular  foui-door  Civic  LX, 

example,  should  start  at  around 
,600,  roughly  $200  over  last  year.  Al- 
•ugh  they  won't  reveal  how  much 
y've  saved  overall,  Honda  executives 
'  that  research  and  development 
•nding  and  capital  investments  were 
f  what  they  were  for  the  1992  Civic 
esign.  Manufacturing  costs  have  also 
in  slashed.  Analyst  Christopher  W. 
dergren  of  AutoPacific  Inc.,  a  con- 
ting  firm  in  Santa  Ana,  Calif.,  esti- 
tes  the  new  model  costs  some  $800 
5  per  car  to  build  than  the  old. 
rhe  1996  Civic  is  an  evolutionaiy  step 
her  than  a  quantum  leap  from  its 
idecessor.  A  fresh  front-end  design 
h  sportier  headlights  gives  a  more 
ropean  look,  while  the  interior  is  big- 
•.  The  roof  has  been  raised  slightly 
1  the  rear  seat  has  been  pushed  back, 
ling  much-needed  head-  and  legi'oom. 
the  U.  S.,  a  bigger,  peppier  1.6-liter 
^e  is  now  standard;  one  version  will 


Honda  Saved  Enough 
Money  Where  Customers 
Wouldn't  Notice  . . . 

•  Replaced  rear  disk  brakes  with 
cheaper  drums;  switched  to  simpler, 
less  expensive  antilock  system. 

•  Integrated  dashboard  clock  into 
radio  display. 

•  Replaced  trunk  hinge  with  a 
simpler  design  that  cut  costs  in  half. 

•  Used  30%  fewer  threads  in  rear 
seat  materials  and  replaced  vinyl  and 
interior  trim  with  cheaper  fabrics. 

•  Bumpers,  dashboard,  and  other 
parts  are  now  made  with  fewer 
pieces,  cutting  manufacturing  costs. 

•  Air  conditioning  that  is  factory- 
installed — rather  than  dealer- 
installed — trims  price  from  $1,200 
or  more  to  $850. 


be  the  fii'st  mass-produced  gasoHne  en- 
gine to  meet  California's  tough  new 
emission  standards.  And  by  fastening 
the  engine  onto  the  body  with  sophisti- 
cated hydraulic  mounts  and  adding  a 
new  electronically  controlled  automatic 
transmission,  Honda  has  given  the  Civ- 
ic a  much  quieter,  smoother  ride. 

Such  improvements  may  not  be 
enough  to  keep  the  Civic  far  ahead  of 
the  small-car  pack,  though.  The  rede- 
signed 1996  Satum  is  also  quieter  and 
more  refined  than  its  forerunner.  Ford 
will  replace  its  aging  Escort  with  a 
more  competitive  version  early  next 
year.  Honda  may  find  it  increasingly 
hai'd  to  convince  buyers  to  pony  up  the 
typical  $2,000  premium  over  American 
rivals.  "It's  not  head  and  shoulders 
above"  competitors,  says  George  C. 
Peterson,  president  of  AutoPacific.  "It's 
maybe  just  a  head  above." 

The  new  Civic  is  the  first  Honda 
model  entirely  conceived  and  executed 
since  Kawamoto  shook  up  the  company 
in  the  early  1990s.  For  20  years,  Hon- 


'96  CIVIC:  A  high 
ifcn  is  a  big  burden 


...  To  Add  Features 
and  Refinements  Where 
They  Would 

•  A  more  powerful  1.6  liter  engine 
that  meets  California's  tough  new 
emissions  standards. 

•  Hydraulic  engine  mounts  and 
electronic  controls  for  automatic 
transmission  make  for  a  quieter, 
smoother  ride. 

•  Radio  standard  on  all  models; 
doubled  number  of  speakers  to  four. 

•  Rear  seat  folds  in  two  sections 
instead  of  one,  adding  versatility. 

•  A  higher  roof  and  improved  design 
create  a  more  spacious  car  with 
extra  rear  legroom. 


da's  renowned  r&d  engi- 
neers had  always  dictated 
new  designs.  Success  bred 
arrogance:  Even  in  Japan, 
sales  and  manufacturing 
teams  were  only  consult- 
ed after  designs  were 
nearly  set;  when  disagi'ee- 
ments  arose,  the  engineers 
had  the  final  word.  And 
the  U.  S.  unit  had  no  say 
over  any  but  cosmetic 
changes.  "We  always  did 
what  we  wanted,  thinking  it  was  the 
right  thing,"  says  Kawamoto,  a  27-year 
R&D  veteran  who  took  over  Honda's  top 
job  in  1990.  "But  we  had  to  see  that 
profits  wouldn't  keep  gi-owing." 

So,  soon  after  the  fifth-generation 
Civic  debuted  in  1992,  Kawamoto  or- 
dered Itoh  to  begin  by  revamping  Hon- 
da's design  process  itself  Because  Hon- 
da's R&D  specialists  in  the  past  hadn't 
sought  input  eaiiy  enough  ft-om  manu- 
facturing, factories  had  rarely  had  time 
to  test  designs  to  minimize  capital  in- 
vestment. Kawamoto  also  knew  that 
Honda  had  to  work  earlier  with  suppli- 
ers to  eke  out  production  efficiencies. 

Itoh's  fii'st  step  was  to  end  the  engi- 
neering dictatorship.  Early  that  year, 
he  put  together  a  seven-member  rede- 
sign team  that  united  Japanese  execu- 
tives from  engineering,  manufacturing, 
purchasing,  quality,  and  sales  from  day 
one — and  all  had  equal  say.  Soon  after 
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Windows  95  and  your  brain 


©  1995  Microsoft  Corporation.  All  rights  reserved.  Microsoft  is  a  registered  trademarl^,  and  Natural  Keyboard  and  Where  Do  You  Want  To  Go  Today?  are  trademarks  of  Microsoft  Corporation,  Wimli 
is  a  registered  trademarl<  of  Microsoft  Coporation  for  its  Windows  operating  systeni  products. 


Microsoft®  Windows®  95  is  powerful. 

Designed  to  let  you  work 

the  way  you  already  think, 

it  helps  you  bring  ideas 

and  information  to  life 

more  smoothly  than  ever  before. 

But  to  get  the  most  out  of  Windows  95, 

you  need  an  immediate, 

seamless  connection, 

a  physical  connection 

that  lets  ideas  fire  down  your  arm. 

Straight  into  the  machine. 


With  the  Microsoft  Natural  Keyboard  and  Mouse  2.0, 

you  run  Windows  95  quickly,  efficiently, 

more  comfortably,  the  way  it  was  meant  to  be  run. 

The  way  Windows  95  and  your  brain 

were  designed  to  connect. 

Connect  now. 

Visit  the  retailers  listed  to  get  your  hands  on 

the  Microsoft  Natural  Keyboard  and  Mouse  2.0. 

So  your  hands,  your  brain,  and  your  machine 

can  work  as  one.  Together. 

Seamlessly. 

Today. 


You  need  the  Microsoft  Natural  Keyboard'"'  and  Mouse  2.0. 

The  Microsoft  Natural  Keyboard 

is  ergonomically  designed  to  let  you  glide  more 

comfortably  across  buttons,  shaped  and  angled 

to  fit  your  hands,  wrists  and  shoulders. 

Your  fingers  race  across  eighteen  new 

Windows  95  logo  key  shortcut  commands, 

letting  you  switch  from  one  application  to  another, 

clean  up  your  desktop,  log  onto  a  server  and  find 

misplaced  files  with  simple  keystrokes. 

When  you  add  the  award-winning  Mouse  2.0 

-  equipped-with  IntelliPoint  software  - 

your  cursor  slows  as  you  near  a  target 

and  senses  when  to  double  click,  saving  you  time 

and  movement. 


Microsoft 


WHERE    DO  YOU   VV  A  M   TO   CO  TODAY' 


The  Corporation 


Itoh  foi-med  his  team,  Shriver  and  a 
group  of  Ohio  employees  flew  to  Tokyo 
to  outline  their  plans  to  fen-et  out  ex- 
cess costs  in  the  U.  S.  "We  received  in- 
put from  the  factory  much  earlier,"  Itoh 
says.  "We  wanted  to  get  sales  thinking, 
'How  can  we  sell  this?'  and  the  factoiy 
thinking,  'How  can  we  make  this?' " 

The  result  was  a  host  of  money-sav- 
ing manufacturing  tricks  that  Honda 
hopes  customers  won't  notice.  Although 
none  brought  huge  savings  individually, 
collectively  they  add  up  to  a  bundle. 
While  the  old  Civic  sported  a  complicat- 
ed tinank  hinge  that  made  it  easy  to  re- 
trieve luggage,  the  new  model  returns 
to  a  simpler,  traditional  hinge  that's 
cheaper  to  make,  if  not  quite  as  con- 
venient. Elsewhere,  the  dashboard  and 
the  inner  door  trim  are  made  fi'om  one 
molded  piece  each,  instead  of  two  or 
more,  wliich  simplifies  manufactiu'e.  And 
the  cloth  on  the  rear 
seats,  which  get  less 
wear,  has  30%  fewer 
threads. 

Still,  Japanese  de- 
signers and  engineers 
sometimes  accepted 
new  ideas  only  after 
a  struggle.  For  in- 
stance. East  Liberty 
paint  shop  employee 
Jodie  Kavanagh  had 
a  suggestion  to  sim- 
plify the  design  of 
front  and  rear  plas- 
tic bumper  covers,  or 
fascias.  On  the  old  Civic,  the  ft"ont  fascia 
had  two  separate  air  inlets  and  a  bot- 
tom section  that  had  to  be  individually 
masked  before  painting.  In  the  summer 
of  1992,  when  Itoh  and  10  Honda  execs 
made  a  fact-finding  trip  to  Ohio,  Kava- 
nagh proposed  building  the  fascias  with 
removable  grills  that  wouldn't  need 
masking.  But  the  executives,  cautious 
because  Japanese  consumers  are  very 
picky  about  paint,  nixed  the  idea. 
SHOCKED  ENGINEERS.  Unfazed,  Kavanagh 
persisted.  She  countered  with  several  al- 
ternatives, which  executives  presented 
at  later  design  meetings.  Eventually,  Itoh 
accepted  a  compromise.  The  front  fascia 
would  have  only  one  easily  masked  open- 
ing, while  the  rear  would  require  no 
masking.  Honda's  annual  savings:  $1.2 
miUion  in  the  U.S.  alone.  Honda's  engi- 
neers "weren't  accustomed  to  hearing 
fi'om  the  factory  so  early  on,"  says  Kav- 


anagh. "They  had  to  get  over  the  shock." 

The  U.S.  sales  team  also  pitched  in. 
The  Civic's  air  conditioning  and  sound 
systems  had  always  been  dealer-installed 
options,  for  example.  Dealers  charged 
what  they  could  get,  typically  $1,200  to 
$1,500.  Now,  however,  air  conditioning 
will  be  installed  at  the  factoiy,  for  just 
$850.  Audio  systems  will  see  similar 
savings. 

But  by  far  the  most  straightfoi-ward 
way  to  chop  cost  was  to  boost  the  use 
of  inexpensive  U.  S.  parts.  Although 
U.  S.  managers  had  long  pushed  for 
more  local  parts,  Honda  only  slowly 
built  relations  with  suppliers  stinggling 
to  meet  its  tough  standards.  The  rise  of 
the  yen  changed  all  that. 

Indeed,  Honda  eased  some  of  its 
strict  procurement  i-ules  to  make  it  easi- 
er for  innovative  U.  S.  suppliers  to  win 
business.  Shape  Coip.,  a  bumper  suppli- 
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er  in  Grand  Haven,  Mich.,  had  no  busi- 
ness with  Japanese  carmakers  until 
1993.  That  January,  President  Peter 
StuiTus  and  two  associates  carried  sev- 
eral ski  bags  filled  with  bumpers  to  a 
Tokyo  trade  show.  They  expected  to 
woo  potential  customers  for  five  to  eight 
yeais  before  landing  a  contract. 

To  Sturnis'  delight,  however,  Shape 
signed  a  deal  with  Honda  after  just  six 
months.  Honda's  engineers  were  won 
over  because  StuiTus'  steel  bumper  had 
just  three  parts,  vs.  13  for  the  prior 
version,  cutting  weight  by  two  pounds 
and  cost  by  one-thii'd.  Itoh  and  his  team 
were  so  taken  that  they  will  use  the 
bumpers  not  only  in  Ohio  but  on  36,000 
Japan-made  Civics  each  year  as  well. 

Relations  between  the  two  compa- 
nies hit  potholes.  Honda  fii-st  insisted 
that  Shape's  bumpers  be  exact  to  with- 
in a  millimeter  of  .specs.  Shape  protest- 


ed that  the  best  it  could  deliver  wi 
three  millimeters.  After  much  hagglin 
they  split  the  difference.  Says  Itoh: 
the  past,  if  a  company's  part  didr 
measure  up  we  gave  up,  but  this  tim 
we'd  go  back  two,  three,  four  times." 

As  a  result,  U.  S.  supphers  are  pr 
viding  320  parts  for  the  new  car.  Hone 
expects  to  buy  $1.93  billion  in  par 
from  U.  S.  suppliers  next  year  for  tl 
Civic,  a  $164  million  increase  from  199 
The  1996  Civic  has  32  new  Americ; 
supphers — for  a  total  of  211 — some 
whom  will  also  export  to  Japan.  U. 
content  has  increased  fi'om  82%  to  92' 
Back  home,  Honda  was  also  workii 
closely  with  suppliers  to  bring  cos 
down.  Nisshinbo  Industries  Inc.,  whi 
had  sold  brake  pads  and  finings  to  Ho 
da  for  30  years,  was  pressing  it  to  al 
buy  its  antUock  brake  systems — ah"ea( 
suppfied  to  Mitsubishi,  Nissan,  and  S 
zuki.  In  the  pas 
Honda  had  design( 
its  own  antiloi 
brakes,  then  hs 
them  manufactun 
by  an  affiliate.  "V 
had  studied  the 
system  and  kne 
ours  was  better, 
we  were  pitchii 
hard,"  says  a  mana 
er  in  Nisshinbo's  A 
division.  Honda  p 
ted  its  own  enginee 
against  Nisshinbo  " 
a  competition  to  ei 
ate  brakes  for  the  Civic.  In  the  wint 
of  1993,  Honda  engineers  had  to  adn 
that  the  supplier's  system,  at  half  t' 
weight  and  price,  had  all  the  pei  fi 
mance.  Nisshinbo  won  the  contract. 

So  with  Honda's  factories  around  t 
world  starting  to  spit  out  shiny  m 
1996  Civics,  can  Shriver  and  his  n 
leagues  finally  relax  and  celebrat 
They'd  better  not.  Despite  the  doUa 
recent  recovery,  many  analysts  e\\H 
the  yen  to  continue  its  decades-long  w 
ward  trek.  And  with  Detroit  steadi 
improving  its  small  ears — while  straini  ■ 
to  maintain  a  $2,000-per-car  price  a 
vantage — Honda's  entry-level  sedan  i 
under  more  competitive  pressure  th.i 
ever  before.  Time  to  get  cracking  : 
the  Civic  redesign  for  2000. 

Bi/  Edith  Hill  Updike  in  Tokyo  n. 
David  Woodruff  in  Detroit,  with  Lai  ' 
Armstrong  in  Los  Angeles 


12,000  14,000 


A  woman  working  in  the  East  Liberty  paint  shop  had  an 
idea  she  wouldn't  give  up  on.  Annual  savings:  $1.2  millioi 
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:ime  zones 

lold  up 

fom  9:00  meeting? 


The  world  of  business  today  is  just  that, 
the  world.  You've  got  legal  documents 
in  Berlin  and  presentation  materials  in 
Hong  Kong.  And  you  need  them  all  in 
your  hands  by  8:00  tomorrow  morning 
Sound  impossible?  Not  with  the  newest 
worldwide  delivery  service  from  UPS. 
We  now  offer  overnight  delivery  of 
packages  from  around  the  world  to  major 
business  centers  m  the  U.S.,  guaranteed 
by  8:00  a.m!  You'll  also  feel  better  know- 
ing that  the  status  of  all  worldwide 
shipments  is  available  instantly  with 
our  global  tracking  network.  Remember, 
the  world  won't  wait  for  you  to  start 
the  business  day.  And  now 
you  don't  have  to  wait  for  it. 

MOVING  at  the  SPEED  of  BUSINESS: 


cat:  now  deliver  overnight 
iges  by  8:00  a.m.,  whether 
e  from  St  Louts  or  Seoul 


Worldwide 
Olympic  Sponsor 


You  don't  have  t 
recognize  the  ch 


last  ten 


STRENGTH.  Companies  that  have  it  possess  the  power  to 


row  by  dramatically  transforming  their  composition 


A  The  way  Rockwell,  over  the 


years,  has 

changed  itself  into  a 

dynamic  commercial  force.  A  Today,  our  $12.5  billion  company's 


Changing  Sales  Composition 


Strength  is  reflected  in  a  sales  mix  that  has  evolved  to  more  than  70 


percent  commercial  and  international  busi- 


Aerospace 
and 

Defense 


Commercial 
and 

International 


0^  1^ 


1984 


1994 

/'Will  m-i 
to  I9'M,  Rockwell 
clningfd  its  sales 
mix  to  70  percent  coiiiiiiercial  and  inter- 
national by  leveraging  new  tecbnolo<iies 
and  products,  idiiiqiie  synergies,  aiul 
global  opportunities  to  aggrcssivel]'  serve 
its  CKStoniers. 


ness.  Making  us  a  rapidly  growing  force  in 
diverse  markets  ranging  from  tele- 
communications and  automotive  to 
industrial  automation-  while  maintaining 
our  leadership  positions  in  aerospace  and 


Automation      ▲      Avionics      A      Telecommunications      ▲      Defense  Electronic 


e  an  analyst  to 
ges  at  Rockwell. 


defense.  A  Its  that  strength,  in  fact,  which  is  driving  us  to 
become  the  worlds  best  diversified  high-technology 
company.  Wliedier  we're  connecting 


Rockwell 


data/ fax  modems 


J 


to  70%  of  the  wodd 


market.  Eqtiipping  cars  from  virtually  every  manufacturer 
with  Rockwell  components.  Or  building  a  $3.5  billion  global 


industrial  automation  enterprise  with  our  Allen-Bradley  and  Reliance 
Electric  businesses.  A  No  wonder  our  earnings  were  up  13%  over  last  year. 
And  our  shareholders  received  a  20%  return  on  equity.  A  Its  time  to 
^W^^f  1^      change  your  perception  of  Rockwell.  For  further  information  about 
'j^  our  activities,  write  to  Rockwell,  P.O.  Box  4251,  Dept.  BWX,  Seal 

Beach,  CA  90740-8251.  You'll  be  surprised  how  much  you  see  in  us. 


space     ▲     Automotive      ▲      Graphic  Systems 


4.^  Rockwell 


The  Corporation 


STRATEGIES 


THE  REVOLVING  DOOR 
AT  RUBBERMAID 

Is  CEO  Schmitt's  tough  style  driving  executives  away? 


It's  been  a  scorcher  of  a  summer,  and 
a  particularly  uncomfortable  one  for 
Rubbermaid  Chief  Executive  Wolf- 
gang R.  Schmitt.  On  July  18, 
Schmitt  announced  that  earnings  at  one 
of  the  most  admired  jMllars  of  Coiporate 
America  plummeted  by  49%  in  the  sec- 
ond quarter,  to  $29  million.  Worse,  the 
maker  of  those  ubiquitous  plastic  house- 
wares and  toys  predicts  that  its  earn- 
ings could  be  flat  this  year  because  of 
soft  household  spending  and  increased 
resin  prices.  It's  the  first  earnings  set- 
back since  1980  at  Rubbermaid  Inc., 
which  has  long  been  held  up  as  a  model 
of  predictable  gTowth,  creative  manage- 
ment, and  rapid  product  innovation. 


The  problems  at  Rubbermaid  go  far 
deepei'  than  cautious  consumers  and  ris- 
ing raw-material  prices.  The  company, 
based  in  Wooster,  Ohio,  is  racing  to  con- 
front a  raft  of  new  competitors,  while 
trying  to  placate  its  increasingly  de- 
manding retailers.  Earlier  this  year, 
stores  balked  at  Rubbennaid's  attempt 
to  raise  prices  to  offset  the  doubling  in 
resin  costs,  and  Rubbennaid  had  to  set- 
tle foi'  less  than  it  was  asking. 
A  WAVE.  At  the  same  time  that  it's  try- 
ing to  cope  with  irritated  clients,  the 
company  has  been  rocked  by  a  wave  of 
e.xeeutive  departures — many  not  volun- 
tary— since  Schmitt  took  over  near  the 
end  of  1992  and  began  reshaping  the 


executive  suite.  Three  division  chiel 
have  left  in  the  past  18  months.  Tw 
top  managers  of  the  company's  intei 
national  operation  have  departed  i 
quick  succession.  And  a  slew  of  lov/e: 
level  executives  have  also  walked. 

Former  executives  place  some  of  th 
blame  for  Rubbermaid's  tm-nover  on  tli 
hard-driving,  autocratic  managemex 
style  of  Schmitt  and  his  No.  2  execi 
five,  President  Charles  A.  CaiToll.  "It 
the  Wolf  and  Chuck  show,  so  divisio 
presidents  who  want  to  have  indepei 
dent  thought  don't  last  long,"  says  Joh 
L.  Mariotti,  who  ran  the  Office  Produd 
Div.  before  leaving  last  year.  Rumoi 
at  the  company  and  on  Wall  Street  ai 
even  buzzing  that  fonner  ceo  Stanley  ( 
Gault,  who  retired  in  1991  after  a  sei 
sational  11 -year  mn  and  remains  on  tY 
board,  will  return.  Although  he  provic 
ed  plenty  of  guidance,  Gault  allowe 
managers  greater  freedom  during  h 
teniu'e,  say  those  who  worked  with  Mr 

Schmitt  wasn't  available  to  talk  t 
BUSINESS  WEEK.  But  Rubbermaid  of! 
cials  argue  that  the  turnover  isn't  oi 
of  line,  and  that  some  managers  th 
company  has  hii-ed  fi-om  outside  haven 
been  comfortable  with  its  fast-movinj 
team-based  culture.  As  for  the  rumoi 


"It's  the  Wolf  and  Chuck  show,  so 
division  presidents  who  want  to  have 
independent  thought  don't  last  long," 
says  a  manager  who  left  last  year 

SCHMITT  SOMETIMES  SAYS  SUBORDINATES'  IDEAS  ARE  "DUMB" 


lUt  Gault's  possible  return,  directors 
tacted  by  business  week  deny  the 
oris  and  insist  Schmitt  has  their 
support.  He's  "a  very,  very  im- 
ssive  executive,"  says  director  Paul 
Schloemer.  Gault,  who  is  retiring  as 
)  of  Goodyear  Tire  &  Rubber  Co. 
yearend,  will  not  comment  about 
bbermaid. 

lubbermaid  isn't  used  to  the  harsh 


scnitiny  it's  been  getting. 
It  boasts  some  of  the 
strongest  of  brand  names 
and  remains  one  of 
the  consumer-products 
world's  greatest  innova- 
tors. It  cranks  out  400 
new  products  a  year, 
while  making  shrewd  ac- 
quisitions to  extend  its 
product  line.  Pei'haps  one 
of  its  biggest  successes: 
Little  Tikes,  the  maker  of  dui-able  plas- 
tic toys,  including  the  Cozy  Coupe, 
which  executives  refer  to  as  "the  best- 
selling  car  in  North  America."  Since 
Rubbermaid  acquired  Little  Tikes  in 
1984,  its  sales  have  increased  more  than 
elevenfold,  to  $500  miUion,  according  to 
Kemper  Securities  Inc. 

Rubbermaid's  financial  fundamentals 
still  look  healthy,  too.  It  has  little  debt. 


And  until  1994,  it  usually  hit  its  goal 
of  15%  annual  earning  gi-owth.  Rubber- 
maid's  pi-ofits  are  expected  to  rebound 
in  the  second  half,  thanks  in  large  part 
to  lower  resin  prices.  Next  year,  analyst 
Wilham  H.  Steele  of  Dean  Witter  esti- 
mates, eaiTiings  could  climb  22%,  to  $253 
million,  as  Rubbermaid's  sales  hit  $2.6 
biUion,  up  8%.  "I  don't  think  anyone  is 
even  beginning  to  count  Rubbermaid 
down  or  out,"  says  Tom  Cordano,  pres- 
ident of  Tucker  Housewares,  a  unit  of 
Mobil  Corp. 

Still,  in  recent  years  the  competition 
has  started  to  close  in.  Little  Tikes  now 
faces  strong  challenges  from  Step  2, 
based  in  Streetsboro,  Ohio,  and  Mat- 
tel's Fisher-Piice.  Both  manivfactiu'e  sim- 
ilar plastic  toys.  Even  Rubbermaid's 
Con-Tact  shelf  liner  is  under  pressure. 
Tiny  Manco  Inc.,  based  in  Westlake, 
Ohio,  claims  that  it's  gaining  market 


POWERED   BY  MOTOROLA. 


COLORLESS.  ODORLESS,  TASTELESS.  THERE  WAS  DANGER  LURKING  AS  WE  SLEPT.  THEN  FIRST  ALERT 
AWAKENED  US  TO  THE  BENEFIT  OF  A  CARBON  MONOXIDE  DETECTOR.  NOW  WE  CAN  REST  EASIER,  RELYING 
ON  THIS  SILENT  GUARDIAN  —  WHICH  COUNTS  AMONG  ITS  PARTS  A  MOTOROLA  MANUFACTURED  DIGITAL  ANALOG  CHIP  TO  KEEP  IT 
VIGILANT  FROM  VIDEO  CAMERAS  TO  HOME  SAFETY  DEVICES,  PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  LIFE. 
FOR  INFORMATION  CALL  1-800-521-6274. 
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share  with  its  new 
nonadhesive  liner. 

Meanwhile,  critics 
say  the  giant  manu- 
facturer hasn't  done 
enough  to  please  its 
retailers.  Wal-Mart 
Stores  Inc.,  which 
alone  accounts  for 
15%  of  RubberTnaid's 
$2.2  billion  in  sales, 
was  especially  an- 
noyed at  the  compa- 
ny's efforts  to  hike 
prices,  says  a  retail 
industiy  insider.  The 
giant  chain  "pun- 
ished them  a  fair  amount"  by  reducing 
its  marketing  support  for  Rubbemiaid 
merchandise,  the  source  says.  Rubber- 
maid wouldn't  comment  on  how  its  pric- 
ing affected  Wal-Mart  but  insists  it  has 
good  relations  with  the  retailer  For  its 
part,  Wal-Mart  wouldn't  comment  about 
its  dealings  with  Rubbennaid. 

Rubbermaid's  contretemps  with  Wal- 
Mart  comes  at  a  time  when  most  other 
manufacturers  are  bending  over  back- 
wards to  please  increasingly  powerful 
retail  chains.  Rubbennaid  has  lagged  in 
important  areas,  such  as  developing 


RUBBERMAID  LOSES 
ITS  BOUNCE 


SALES  CHANGE 


EARNINGS  CHANGE 


'89     '90     '91     '92*     '93     '94  '95 
A  PERCENT  FIRST  HALF 

'EXCLUDES  EFFECT  OF  ACCOUNTING  CHANGE  FOR 
POSTRETIREMENT  BENEFITS  OTHER  THAN  PENSIONS 
DATA:  COMPANY  REPORTS 


computer  systems 
that  automatically  re- 
plenish retailer  sup- 
plies based  on  actual 
sales,  not  forecasts. 
"They  may  have 
rested  on  their  lau- 
rels too  much,"  says 
one  major  retailer, 
who  says  Rubber- 
maid's  systems  for 
keeping  its  products 
in  stock  are  less  than 
stellar. 

Schmitt  has  moved 
to  address  the  new 
challenges.  At  last 
yeai''s  annual  meeting,  he  outlined  a  va- 
riety of  measiu'es  to  cut  costs  and  boost 
profits.  These  include  centralizing  ad- 
ministrative fimctions,  such  as  accounts 
receivable,  and  standardizing  computer 
systems  among  divisions.  His  goal:  to 
chop  $335  million  from  annual  costs 
within  three  years.  So  far,  Rubbermaid 
says  it's  on  track  to  meet  its  target. 

New  acquisitions  have  also  helped 
Rubbermaid  extend  its  product  line  and 
accelerate  growth.  One  of  the  more 
promising  is  Carex  Inc.,  which  makes 
walkers  and  canes,  giving  Rubbennaid  a 


toehold  in  the  home  health-care  mj 
ket.  Altogether,  the  company's  purch; 
es  have  added  about  $180  million 
yearly  sales  so  far 

Rubbermaid  is  also  upgrading  co; 
puter  systems  to  track  inventory  a 
improve  sei-vice  to  retailers.  Meanwhi 
Carroll,  Rubbermaid's  president,  h 
temporarily  resumed  his  old  job  as  he 
of  housewares  and  is  criss-crossing  t 
country  to  repair  damaged  relatio 
with  customers. 
A  CASUALTY.  Still,  the  upheaval  in  t 
management  may  be  impeding  progre 
Former  executives  say  some  of  the 
cent  turnover  stems  fi'om  Schmitt's 
tense,  results-oriented  style.  The  ceo 
29-year  Rubbermaid  veteran,  led 
housewares  unit  for  most  of  the  198 
where  he  steadily  improved  perf( 
mance.  But  Schmitt  is  not  the  most  p( 
pie-sensitive  manager:  He  may  publii 
tell  subordinates  that  their  ideas 
"dumb,"  says  one  ex-staffer.  Numerc 
former  managers  also  say  he  gets 
more  personally  involved  than  Gault 
in  teUing  managers  how  to  do  their  jo 
One  recent  casualty:  Fred  S.  Gninewa 
the  company's  housewares  chief,  w 
quit  in  May  after  only  a  year  on  t 
job.  Rubbennaid  says  Grunewald  shoi 


!  spent  more  time  with  customers 
aining    recent    price  increases, 
lewald  won't  comment, 
ubbermaid's  international  staff  has 

suffered  many  departures — at  a 
!  when  the  company  is  trying  to 
i  its  global  presence.  Schmitt 

been  counting  on  foreign 
kets  to  generate  30%  of 
barmaid's  revenues  by 
I,  compared  with  16% 
year.  Now,  instead  of  de- 
ling on  a  centralized  in- 

Rubbermaid's 
Strengths . . . 

«ODUCT  DEVELOPMENT  Sti 

long  the  best.  Cranks  out  400 
;w  products  a  year. 

CQUISmONS  Joint  ventures 
id  smaller  company  purchases 
ive  expanded  annual  sales  by 
L80  million  over  the  past  year. 

3ST-CUTTING  Well  on  its 
jy  to  slashing  annual  costs  by 
535  million  by  1997.  Re- 
iced  costs  by  $60  million  in 
e  first  half. 


ternational  staff  at  headquarters  to  ex- 
pand its  market  share  abroad,  Rubber- 
maid is  leaving  global  gi'owth  up  to  its 
individual  operating  divisions.  Its  Little 
Tikes  unit,  for  example,  recently  opened 
a  new  plant  in  Luxembourg  and  is  ex- 
panding its  distribution  in  Korea. 

Still,  Rubbermaid  may  not  have 
the  expertise  to  meet  its  interna- 
tional goals.  Lately,  the  company 
has  been  hiring  young  mbas  with 
international  backgrounds  to 
try  to  create  a  multinational 


. . .  and  Shortcomings 

PRICING  Because  of  more 
demanding  retailers,  unable 
to  raise  housewares  prices 
as  much  as  it  wanted  to  off- 
set recent  increases  in  raw- 
materials  costs. 


COMPETITION  Stronger  rivals 
are  chipping  away  at  its  share  in 
key  markets. 

MANAGEMENT  Turnover  in 
executive  ranks  raises  questions 
about  company's  ability  to  meet 
new  challenges. 


culture,  but  the  ranks  of  veteran  in- 
ternational managers  are  thin.  Schmitt 
was  born  in  Germany  and  lived  there 
until  he  was  10,  but  he  has  limited  in- 
ternational experience. 

That  lack  of  global  exposure  hurts, 
say  former  executives.  Last  year,  Rub- 
beiTTiaid  pulled  out  of  a  joint  venture 
with  DSM,  a  Dutch  conglomerate  with 
a  housewares  unit.  Rubbermaid  was 
frustrated  because  it  couldn't  get  a  ma- 
jority position.  But  Anthony  Lenders, 
who  ran  the  venture,  claims  the  alliance 
between  dsm  and  Rubbennaid  was 
uneasy  because  Schmitt  refused 
to  listen  to  DSM  board  members, 
even  though  he  lacked  overseas 
experience. 

For  now,  investors  seem  will- 
ing to  give  Schmitt  time  to  get 
the  company  back  on  track.  While 
the  stock  has  undei-perfonned  the 
market  over  the  past  four  years, 
it  has  bounced  back  fi'om  recent 
earnings  surprises.  Still,  it's  cur- 
rently trading  at  just  under  30, 
little  changed  from  the  start  of 
the  year.  Unless  Schmitt  can  put 
Rubbermaid  back  on  the  corpo- 
i-ate  pedestal  it  once  occupied  and 
spark  a  livelier  stock  peifomiance, 
he  may  lind  the  winter  months 
won't  offer  any  relief. 
By  Zachanj  Schiller  in  Cleveland 
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THE  NORTEL  MERIDIAN  9516  IS  MORE  THAN  A  PHONE;  IT'S  THE  ULTIMATE  ANSWERING  MACHINE.  THE  WORLD'S  FIRST 
CALLER  ID  TELEPHONE  WITH  A  DIGITAL  ANSWERING  MACHINE,  THE  M9516  CALLS  ON  ITS  MOTOROLA  DSP56166  CHIP  TO 
DELIVER  SOPHISTICATED  FEATURES  LIKE  NINE  MAILBOXES,  VOICE  ANNOUNCE  OF  INCOMING  CALLERS,  PERSONAL  DIRECTORY 


AND  SPEAKERPHONE.  FROM  SMART  PHONES  TO  PERSONAL  COMPUTERS,  PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  UFE. 
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MOTOROLA 

Semiconductor  Products  Sector 


Marketing 


RETAILING 


1  CAN  GET  IT 
FOR  YOU  RETAIL 

Factory  outlets  are  losing  their  price  edge  over  regular  stores 


Renee  Uiidi  iwund  recently  took  a 
day  of  her  vacation  to  troll  for 
bargains  at  two  adjacent  factoiy- 
outlet  centei"s  in  San  Mai'cos,  Tex. 
But  after  six  hours  of  wandering  among 
the  centers'  150  stores,  the  38-year-old 
advertising  executive  left  almost  empty- 
handed.  And  one  of  the  deals  she 
thought  she  had  snagged  turned  out  not 
to  be  so  great  after  all.  Days  after  buy- 
ing a  $12  pair  of  Lee  jean  shorts  from 
the  VF  shop,  Undei-wood  found  the  same 
item  on  sale  at  her  local  Mei"vyn's  for 
$12.99 — a  better  deal,  she  says,  consid- 
ering the  4.5-minute  drive  to  the  outlet 
centers.  "I  ftnd  if  I  shop  smart  at  my  lo- 
cal mall,"  says  Undei-wood,  "I  can  get 
better  values." 

Regional  mall  prices  rivaling  factory 
outlets?  You  bet:  Malls  are  starved  for 
traffic,  and  they're  steadily  naiTowing 
the  price  gap.  But  that's  just  one  of  the 
challenges  facing  factoiy-outlet  centers, 
which  boast  cut-rate  prices  on  brand- 
name  goods  direct  from  manufacturers. 
Explosive  growth  in  outlets  is  raising 
fears  of  market  saturation.  And  outlet 
centers  have  been  forced  to  get  awfully 
spiffy  to  di'aw  shoppers:  Gone  ai-e  ware- 
houseUke  buildings  selhng  factory  sec- 
onds. But  the  closer  the  outlet  centers 


PLUSH  LIFE: 

The  bare-bones 
barns  of  yore 
are  no  more 


traffic,  but  the  popularity  they  experi 
enced  in  the  1980s  is  gone,"  says  Wendy 
Liebmann,  president  of  WSL  Mar- 
keting, a  New  York  consult- 
ing fii'm. 

Factory-outlet  malls  have 
popped  up  across  the  coun- 
try, usually  20  to  60  miles 
from  a  big  city  but  often 
within  reach  of  a  vacation 
spot.  Sales  have  more  than 
doubled,  to  $1.3  billion, 
since  1990  (chart).  That 
kind  of  growth  prompts 
some  observers  to  won- 
der if  the  industry  is 
overbuilt.  "There  are  going 
to  be  too  damn  many  of  them  soon," 
says  Jack  Shea,  chief  executive  of 
Spiegel  Inc.,  a  catalog-sales  outfit  that 
also  operates  17  outlet  stores. 

There  are  signs  that  this  day  may 
already  have  arrived.  Although  new  cen- 
ters have  pushed  total  industry  sales 
up,  the  take  at  stores  that  have  been  in 
place  longer  than  a  year  is  falling.  For 


the  first  seven  months  of  this  year,  si 
comparable-store  sales  were  down  2. 
from  the  same  period  a  year  ago. 
think  thei"e  will  be  a  shakeout,"  s; 
Karen  Goldberg,  vice-president  of 
outlet-store  division  of  Barneys  N 
York.  "Everyone's  building  them, 
not  all  of  them  will  be  able  to  survi\ 
Investors  have  started  to  worry,  t 
says  Jon  Fosheim,  a  principal  at  inv( 
ment  adviser  Green  Street  Advis 
Inc.  Outlet-center  developers  saw  tl 
stocks  soar  after  they  began  going  p 
lie  in  1993 — as  real  estate  investm 
trusts.  But  so  far  this  year,  those  RE 
were  up  just  0.4%. 
SWINGS  AND  SLIDES.  Outlet-center 
erators  are  fighting  back  with  i 
brand-name  tenants  and  different  pr 
uct  categories,  as  well  as  such  con 
niences  as  food  courts  and  playgrour 
Manufactui-ers  make  up  the  bulk  of 
more  than  500  companies  operat 
stores  in  outlet  malls.  But  lately,  si 
retailers  as  Ann  Taylor,  Barneys,  G 
and  Saks  Fifth  Avenue  have  opened 
alongside  the  manufactui-er-s.  Meanwh 
mall  developers  are  bringing  in  i 
tenants  fi-om  outside  the  traditional 
parel  base,  such  as  ibm  and  Sony  Cc 
Baltimore  developer  Prime  Retail  Inc 
betting  on  athletics,  with  the  introd 
tion  of  Sports  Court  at  some  of  its 
outlet  malls,  featuring  clustered  sto 
selling  sports  apparel,  equipme 
and  footwear 

Analysts  say  new  product  ( 
egories  should  help.  After 
appai'el  now  accounts  for  7 
of  outlet-mall  shops, 
clothing  sales  have  b( 
doggy  industrywide.  I 
outlets    also    are  be 
squeezed  by  other  ret 
ers,  particularly 
partment  stoi 
that  have  lean 
to  compete  by 
fering  freque 
deep  discounts 
then-  own.  They  t 
ically   slice  off 
much  as  30%  to  st 
with — and  then  d 
prices  even  furti 
While  most  outlet  c 
ters  promise  savings 
up  to  70%  off  suppoi 
retail  prices,  consultant  Alan  G.  M 
stein  says  that  average  discounts  ] 
about  25%^  to  30%.  "The  average  sh 
per  could  probably  do  better  if  she  w 
ed  for  a  department-store  sale — and  s 
a  lot  of  shoe  leather  and  gas,"  he  sa* 
Outlet-center  executives  argue  tiy 
still  have  a  major  advantage.  "You  h, 
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The  health  care  company  was  sick  of  rising  workers  compensation  costs.  We  suggested  that 


The  Company  Needed  Strong  Medicine,  th 


ey  try 


a  Liberty  Mutual  loss  prevention  program,  combined  with  managed  care  and  return-to-work  programs. 


And  our  customer  soon  felt  We  Made  It  Easier  To  Swallow. 


---%C»SVS'^*^'S,     a  30%  decrease  in  claims  and  a  43%  decrease  in  costs.  If  you'd  like  to  feel  better 

LIBERTY 

about  your  workers  compensation  costs,  talk  to  Liberty  Mutual.  MUTUAL 


IW<  Libcrry  Munul  Group 


When  We  Added  A 
One  Gigabyte  Hard  Drive, 
More  Memory  And  A 
Faster  Pentium  Processor  To 
Our  Industry-Leading  Desktops, 
Something  Had  To  Give. 
So  We  Lowered  The  Price. 

As  of  August  16,  more  will  definitely  be  less.  Thanks  to  the  introduc  tion  ot  a  Full  range  of  new  Compaq  desktops  with 
more  horsepower  (how  about  133  MH/  Pentium')  at  ilramatieally  lower  prices.  A  Feat  that  C(jukl  only  be  t(;])ped  by  (you 
guessed  it)  lowering  the  prices  on  all  oF  our  other  desktops  bv  up  to  25%.  Reliability,  manageability  anrl  low  prices... 
now,  instead  oF  having  to  choose  between  |)erFormance  and  value,  you  can  just  choose  Compacj. 

COMPAQ 

As  with  all  Compaq  PCs.  Deskpm.  IVskpro  XI.  and  I'ruLiiu-J  amovi  R-d  l>v  nur  ire.-  1  wjr  liniilc-.j  ujrr.3nt\  h.r  mure  i[iKM-ni.iti<m  nn  mir  lull  linr  ul  desktop  i  j||  ii>  .it  1  800- US  ISIS  or  nmli  iis  nn  ihe  Web 
.11  uw\\.aimp.it|,fnm.  In  Canada,  we  can  be  rL-acln-d  at  I-S()()-567-l(-.lb  R<  m'II.t  .md  rel.nl.  r  |>ni  es  m.ix  vjirv  '  r*'-'5  i.mp.u|  t.  -.input er  i.  ..rpnralinu  \1|  rights  n  s.TM  d  (_  ump.u|  .md  I  ).  sk|)rn  rri^iNtrn  d  U  S  i'.it.  rit 
.ind  Trademark  (^ftVe.  Pentium  is  a  traikmark  o!  Intel  Corjniration 


"/  ';;;  a  vice  president  because  I  sold  22,000  gizmos 
tins  year.  How'd  you  become  a  v. p.?" 


"I  made  a  great  deal  on  the  200,000 
gizmos  you  didn't  sell  last  year. " 


Turn  your  excess  inventory  into  a 
tax  break  and  help  send  needy 
kids  to  college. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can 
mean  a  generous  tax  write  off  for  your  company. 


Call  (708)  690-0010 


Post  Office  Box  3021 
Glen  Ellyn,  IL  60138 
Fax  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


Marketing 


to  wait  for  a  sale  at  depaitment  ston 
for  them  to  equal  our  prices,"  sa; 
William  H.  Carpenter  Jr.,  president 
Prime  Retail.  Still,  outlet  prices  ai 
higher  than  shoppers  expect  the; 
days — mainly  because  more  manufa 
turers  are  selling  iirst-quality  mercha 
dise  in  their  stores.  The  early  days 
the  concept  featured  concrete,  bar 
bones  caverns  with  imperfect  or  excel 
merchandise,  factory  overruns,  and  la 
season's  styles.  Now,  most  outlet  stor 
are  well-designed  boutiques  arrangt 
in  fashionable  shopping  centers  bare 
distinguishable  from  regional  malls.  I 
regular  and  damaged  goods  account  f 
less  than  15%  of  outlet  merchandise,  a 
cording  to  Value  Retail  News. 
WARY  SHOPPERS.  So  just  what  is  j 
outlet  store?  That's  a  good  questic 
these  days.  Some,  such  as  Toy  Liquid 
tors  and  Publishers  Warehouse,  a: 
really  just  independent  off-piice  retaile 
selling  merchandise  from  many  supplie] 
Others  ai'e  manufacturer-owned  but  Si 
goods  designed  exclusively  for  theii"  oi 
lets.  Almost  all  of  apparel  mak 
Phillips- Van  Heusen  Coip.'s  outlet  gooi 
are  made  specifically  for  those  storf 
Ann  Taylor  operates  some  of  its  31  oi 
let  stores  under  the  name  Ann  Tayl 
Loft.  Those  stores  featui'e  a  "bridge  lin 
manufactiu-ed  sj^ecifically  for  them.  "Aj 
Tayloi'  created  this  line  for  people  wl 
like  the  Ann  Tayloi'  look  but  can't  affo 
it,"  says  J.  P.  Morgan  Secmities  Inc.  a 
alyst  Lee  Schalop.  But  some  wonder 
such  shoppers  will  be  satisfied  with 
cheaper  line.  "The  jury's  still  out  ( 
whether  this  will  work,"  says  Schalop 

New  formats  and  shi'inking  discoun 
have  left  customers  suspicious  of  facto 
outlets  and  their  supposed  bargaii 
"There  is  some  coixfusion  as  to  what  a 
really  are  and  what  we  represent,"  co 
cedes  Jeffrey  Kerr,  pi'esident  of  Devi 
opers  of  Outlet  Centers  (uoc),  a  tra 
gi'oup.  DOC  plans  to  roll  out  a  natio 
wide  public-relations  campaign  tliis  wi 
tei'  to  help  educate  shoppers. 

Of  course,  lots  of  outlet  shoppe 
leave  happy.  Take  Dorothy  Lofton, 
marketing  executive  at  a  San  Antor 
software  maker.  She  plunked  do\i 
nearly  $500  during  a  recent  spn  c 
the  San  Marcos  outlet  centers,  loadr 
up  on  shirts,  sweaters,  and  slacl. 
Lofton  figures  such  a  haul  at  a  dejui  - 
ment  store  would  have  cost  tvdce  tli . 
"I  do  a  lot  of  shopping.  I  know  a  go! 
bargain  when  I  see  it,"  she  says.  Ma\'l. 
But  plenty  of  bargain  hunters  find  1  li 
no  longer  have  to  trek  to  a  distant  n< 
let  mall  to  bag  the  big  savings. 

By  Stephanie  Anderson  Forest  > 
San  Marcos,  Tex.,  with  bureau  repor 
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1-800-32-SMART 


Ring  us  up  and  learn  how 
0  keep  new  Buick  payments 
up  to  30%  lower 
than  a  bank  loan. 


BUICK  RIVIERA 

SmartLease'"'  by  GMAC  won't  keep  you  hanging.  With  SmartLease, 
you  can  get  monthly  payments  that  are  typically  30%  lower  than  if  you  buy  a 
vehicle  with  a  bank  auto  loan.  You  can  also  afford  more  GM  car  or  truck  for 
the  money.  For  more  information  about  SmartLease,  see  your  GM  dealer  or 
call  1-800-32-SMART.  It's  the  answer  to  lower  monthly  payments  on  a  new 
GM  car  or  truck.  CHiiil  OTf  ' 


Chevrolet  •  Geo  •  Pontiac  •  Oldsmobile  •  Buick  •  Cadillac  •  CMC  Truck 

©1995  GMAC  All  Rights  Reserved  Based  on  a  Bank  Rate  Monitor  survey  of  the  five  largest  banks  in  the  25  largest  metropolitan  areas 
comparing  the  payments  on  a  typical  $20,000  bank  loan  versus  the  average  payments  on  a  SmartLease  contract  of  similar  length  for  a 
$20,000  vehicle  Of  course  with  a  purchase,  the  buyer  owns  the  vehicle  At  the  end  of  a  SmartLease  contract,  the  lessee  can  return  the  vehicle 
or  exercise  their  purchase  option 
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Thanks  to  Sprint  Business,  we're 
filling  offices  across  the  country.' 


Keeping  track  of 

over  600,000  temporary 

employees  wasn't  easy." 

Kelly  Services  has  to  fill  positions 

quickly.  But  because  each  Kelly^'  office 

maintained  separate  files,  finding  the 

right  candidate  was  time-consuming. 

"With  Sprint  technology,  we 
can  access  everyone 
at  the  push  of  a  button." 

With  the  SprintNet®Data  Network, 

information  on  every  employee  goes 

into  a  database.  That  lets  Kelly  staff  check 

availability  instantly  —  and  quickly  find  the 

right  person  for  the  right  job.  They  can 

even  access  personnel  files  at  over 

1, ()()()  Kelly  locations  nationwide. 

"Our  business  has  grown  30%." 

Sprint  has  helped  Kelly  Services  assign 

more  people  to  more  jobs  in  half  the  time. 

Which  has  given  Kelly  the  competitive  edge. 

And  that's  a  nice  position  to  be  in. 

Call  now.  We'll  help  your  business 

do  more  business,  too. 


Sprint 

Business 


1-800-816-REAL 


REAL  BUSINESS 

Kelly  Services, 
staffing  specialists 


REAL  PROBLEM 

No  centralized 
employee  database 


REAL  SOLUTION 

SprintNet'^ 
Data  Network 


REAL  RESULTS 

I^laeenient  time 
reduced  30% 


where  to  find  a  plane. 


Where  to  find  your  bags. 


Where  to  find  a  taxi. 


Where  to  find  a 
great  hotel. 

With  75  locations  in 
24  countries,  chances  are 
there's  a  Renaissance  right 

where  you  need  one. 
Call  your  travel  agent  or 

1-800-HOTELS-l. 

Renaissance,  a  name  you  can 
be  comfortable  with.'" 


RENAISSANCE. 

HOTELS  AND  RESORTS 


Legal  Affairs 


PENSIONS 


CAN  A  COMPANY  HOLD 
A401(k)  HOSTAGE? 

A  Southwest  Airlines  case  has  alarms  ringing 


At  fu'st  blush,  Gloria  J.  Cruz's  beef 
with  Southwest  Airlines  Co.  seems 
like  a  ty]5ical  employment  dispute. 
After  alleged  problems  with  a  new  boss, 
Cruz  charged  the  company  with  age 
and  sex  discrimination  in  a  filing  last 
year  with  the  Equal  Employment  Op- 
portunity Commission.  A  month  later, 
four  years  after  joining  the  company, 
Cruz  was  fired  for  what  Southwest 
claims  was  a  bad  attitude  and  poor 
performance. 

But  Cruz's  com- 
plaint is  hardly  gar- 
den variety.  That's  be- 
cause she  bumped 
into  a  little-known, 
unwritten  policy  fol- 
lowed by  Southwest 
in  managing  its  401(k) 
retirement  and  profit- 
sharing  plans.  When 
the  former  Houston- 
based  cargo  manager 
went  to  collect  some 
$19,000  in  401(k)  and 
profit-sharing  money 
after  her  filing,  Cruz 
discovered  that  South- 
west would  not  re- 
lease the  funds — at 
least  not  until  she 
signed  a  waiver  prom- 
ising she  wouldn't  ti-y 
to  get  her  old  job 
back.  Southwest,  a 
company  that  calls  it- 
self "the  love  airline" 
and  is  widely  praised 
for  its  employee-friendly  ways,  won't 
disbui'se  401(k)  or  profit-sharing  funds  to 
ex-workers  as  long  as  their  efforts  to 
seek  reinstatement  are  um'esolved. 
"VINDICTIVE."  Unemployed  and  caiing  for 
a  husband  with  Alzheimer's  disease, 
Cruz,  55,  says  she  had  little  choice.  Last 
February,  she  signed  the  waiver  and 
took  a  20%  tax  hit,  including  penalties, 
for  withdrawing  her  retirement  money 
eaiiy.  "They  [Southwest]  wei'e  tightening 
the  screws,"  says  Cruz,  who,  despite  the 
waiver,  is  pursuing  reinstatement  and 
damages  in  a  discrimination  lawsuit  set 
to  be  tried  in  Houston  early  next  year 


Says  Cruz's  attorney,  Bnace  A.  Coani 
"She  was  forced  to  sign  this  thing 
get  what  was  rightfixLy  hei"s."  Adds  Dei 
nis  R.  Coleman,  a  benefits  consultai 
with  Kwasha  Lipton:  "It  seems  that,  a 
most  on  its  face,  it's  being  vindictive." 

Cniz's  case  and  Southwest's  15-yea 
old  policy  are  raising  concerns  aboi 
how  much  power  companies  can  wiel 
over  the  401(k)  plans  that  employe( 
increasingly  rely  on  to  fund  their  r( 
tirements.  Companies  routinely  ask  pe: 


CRUZ:  Fired,  she  had  to  agree  not  to  fight  it  to  get  her  ca> 


sonnel  to  sign  waivers  in  exchange  fi 
benefits  such  as  fat  severance  package 
But  Southwest's  practice  seems  to  j 
one  step  further:  It  uses  an  employee 
own  money  as  leverage  against  the  er 
ployee.  Though  some  benefits  const: 
tants  cjuestion  the  policy,  they  say  th: 
if  a  company  as  successful  as  Sout 
west  can  get  away  with  it,  others  m; 
want  to  copy  it — a  prospect  that  alani 
some  EEOC  officials.  "We  believe  th; 
that  type  of  practice  is  discriminaton 
says  Jerome  N.  Scanlan,  an  ek( 
attorney. 

Southwest  defends  its  policy  as 
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:lop  color  laser  wilh  continuous 
al-siie  Gorgeous' 

I  precise  color  accuracy  Full-page 
'-bleed.  True  to  Itie  numbers' 


Inlo-rich  report  graphics  on  plain  or 
glossy  paper  Up  to  4  pages  per 
minute'  Ttie  taslesi  color  yet 


High  impact,  business-building  over- 
heads and  reports  Up  to  600  x  300 
dpi  Desktop  option  switches  paper 
and  transparencies  A  bigger  piece  ot 
the  pie  will  be  coming  your  way' 


Vibrant  covers,  color  prints  and 
comps  Full-bleed  tabloid  Front  and 
back  Any  paper  vellum  to  cover 


olor  is  color,  until  you  compare  tlie  best. 


jse  are  the  color  printers  of  Tektronix,  the  best  in  the  world. 

all  the  colorful  things  you  do  in  business,  graphic  arts,  science 
engineering,  there's  a  Phaser  Color  Printer  that  fits  your  require- 
its  perfectly.  Among  tliese  Phasers  aie  the  ones  designated  Editors' 
Dice  by  PC  Magazine.  "All  five  offerings  from  the  [Tektronix] 
!ser  line  define  the  state  of  the  art  in  their  respective  categories."* 
N  four  new  Phasers  raise  those  standards  even  higher  than  before. 

140  NBW  Phaser  240  NEW  Phaser  340  NEW  Phaser  540  Plus 


All  Phaser  Color  Printers  offer: 

■  300  dpi  or  600  dpi  ■  Adobe  PostScript^M  Level  2  ■  Paper 
prints  or  transparencies  ■  Support  for  PCs,  Macs,  worksta- 
tions and  networks  ■  Pantone's  color  certification  ■  RISC- 
speed  print  processing  ■  TekColor™  image  enhancement 

■  A  Tektronix  one  year  warranty  ■  Top  technical  support. 


Phaser  440 


Phaser  300i/ III 


NEW  Phaser  480X 


3  1995  Tektronix,  Inc  All  nghts  reserved 
'PC  Magazine.  Nov  22.  1994.  Annual  Printer  Review 


Tektronix 

/ 


Call  800/835-6100,  Ext.  1224. 
http://www.tek.com/CPad71224 


You're  finishing  a  presentation 


on  Lotus  Freelance  Graphics, 


printing  a  report  on  your  boss'  desk, 


Is  it  the  espresso  or  OS/2 
Warp  Connect? 


While  OS/2®  Warp  Connect  may  not  come 
with  a  twist  of  lemon,  it  can  do  something  that's 
nothing  less  than  extraordinary. 

h  will  let  you  access  multiple  servers  on 
multiple  networks  at  the  same  time,  wherever 
you  might  happen  to  be. 

Just  make  one  phone  call  and  enter  your 
password.  That's  all 

it  takes  to  connect  Can  your  soft 
into  Internet,  NT,® 

UNIX:  NetWare:  Windows'  for  Worl^n  oup  and 
IBM  servers.  And  that's  all  it  takes  to  shai  e  drives 
and  printers,  graphics  files  and  databases.  Even 
applications.  Its  amazing,  really. 

Ajid  because  there  are  separate  memory 
address  spaces  built  in,  it's  crash-protected.  So 
a  problem  with  one  program  won't  crash 
everything  you're  running. 

With  OS/2  Warp  Connect,  you  can 
create  Person  to  Person™  connections 
with  up  to  eight  people,  whether  they're 


four  tloors  away  or  four  time  zones.  So  you  can 
conference  by  video.  Collaborate  by  chalkboard. 
Communicate. 

And  you  can  do  it  all  with  the  speed  and 
reliability  of  OS/2,  the  software  that  readers  of 
hifoWorld  voted  Product  of  the  Year  for  three 
consecutive  years.  II  you  re  looking  lor  network 

connectivity,  com- 
W  a  r  e    do    this?       |)alibility  and  true 

multitasking,  you 
should  remember  one  important  thing:  It's  not 
only  where  the  working  world  is  headed,  it's 
wher»'  it  is  right  now. 

\o  find  out  how  OS/2  Warp  Connect  can 
belp  your  business,  call  us  at  I  800  IBM-3333, 
ext.  EAIOO.  Or  visit  our  web  site  at  http://www. 
austin.ibm.com/pspinfo/os2.html.  You'll 
find  it  quite  stimulating. 


Solutions  for  a  small  planet  " 


OS/2  Warp  Conned  Fullpack  is  available  Irom  IBM  lot  $189  by  calling  1  800  IBM-3333.  exi  EA  100  In  Canada,  please  call  1  800  0S2-WARP,  cxI  094  Reseller  prrces  may  vary  The  IBM  home  page  is  located  al  hllp  //wv™  ibm  com  IBM  and  OS/2  are  registered 
trademarks  and  Person  to  Person,  Solulions  lor  a  small  planet  and  Ihe  OS/2  logo  are  trademarks  ot  International  Business  Machines  Corporation  All  other  company  and/or  product  names  are  trademarks  and  registered  trademarks  ol  their  respective  companies, 
©  1995  IBM  Corporation  All  rights  leserved 
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One  in  five  American  adults 
cannot  read  well  enoiiijii  to 
understand  this  ad. 

That's  why  the  National 
Center  tor  Tamily  Literacy 
IS  currently  behind  literacy 
programs    for   families  in 


1-  A  M  I  L  Y  LITERACY 


Suite  200-B.  325  West 
Main  Street.  Louisville, 
Kentucky  40202-4251,  for 
information  on  how  to  sup- 
port family  literacy.  Or  call 
(502)  584-1133  ext.  33. 
It  we,  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1,000  communities 
across  America.  But  there  is 
much  more  we  need  to  do. 


We  urge  you  to  write  the 
National  Center  for  Tamily 
Literacy,  Waterfront  Plaza, 


achieve  full  literacy, 
then  we  can 
achieve  anything. 


Wi  Aid  (,K^rl^nl  iu  i  ms  pi  mi  ii  ai  ion  i  on  si  n'l'oKi  in  I'Kintini,  nils  ad 


A  Brilliant  Deduction 

Want  to  help  the  universe  of  nonprofit  agencies  while 
earning  heavenly  tax  deductions  of  up  to  twice  cost? 
Discover  product  giving  through  Gifts  In  Kind  America.' 

Our  free  service-customized  product  donation 
management-makes  it  easy  for  companies  to  donate 
computer  hardware,  software,  and  office 
equipment. .  .items  that  can  astronomically 
improve  the  productivity  of  charities 
U  supporting  health  care,  housing,  training, 

emergency  relief,  and  more. 

Help  your  company  become  a  shining  star 
while  earning  valuable  tax  deductions. 

Product  giving-the  perfect  solution! 

Tor  more  infomiation  on  how  your  company 
can  get  involved,  contact: 

GIFTS  IN  KIND' 

AMERICA 

700  North  Fairfax  Street 
Suite  300 
Alexandria,  VA  22314 
703-836-2121 


Galileo  Cahici.  AMnmonier  ami  PhyMcisi.  1564-1642 


©Umfiitls  In  Kind  Amcr 


Gifts  In  Kind  America.  ..for  more  than  a  decade,  helping  hundreds  of  leading 
comp^nie^  contribi^^^  half  a  billion  dollars  in  products  to  tens  of  thousands  of  charities. 


Legal  Affairs 


sound  bu.siness  practice  that  actuall; 
protects  employees  as  well.  The  Dallas 
based  carrier  argues  that  if  terminate 
employees  could  get  their  hands  on  thei 
retirement  funds  early  and  then  get  re 
instated  in  their  jobs,  the  iRS  migh 
take  the  disastrous  step  of  withdrawinj 
preferential  tax  treatment  of  the  com 
pany's  entire  401(k)  plan.  (The  iRS  ha 
never  ruled  on  this  issue.)  Southwes 
also  fears  that,  in  this  scenario,  som 
employees  might  get  a  windfall  no 
available  to  others.  "We  think  this  is 
fair  policy,  which  is  uniformly  applied, 
says  Southwest  General  Counsel  Jame 
F.  Parker,  conceding  that  the  tax  issu 
is  not  "clear-cut." 
REASONABLE?  Although  many  tax  es 
perts — and  company  executives — ar 
leery  of  Southwest's  argument,  the  ail 
Hne  has  some  legal  ammunition  on  it 
side.  In  a  1988  challenge  to  the  airline' 
policy  by  two  former  employees,  a  fedei 
al  court  in  Dallas  concluded  that  Soutl 
west  had  not  violated  the  Employee  R( 
tirement  Income  Security  Act  govemin 
benefits  plans  because  it  applied  its  po 
icy  uniformly.  It  also  found  that  South 
west,  which  in  that  case  cited  adminis 
trative  burdens,  not  the  tax-exemptio 
issue,  had  "reasonable  bases"  for  it 
practice  from  a  business  standpoint 

A  similar  suit  brought  in  1987  by  th 
EEOC  against  family-ovraed  manufacttu 
ing  outfit  J.  M.  Huber  Corp.  in  Edisoi 
N.J.,  ended  the  same  way  in  1993.  Th 
agency  had  charged  Huber  with  illega 
ly  withholding  retirement  funds  fror 
ex-employees  who  had  filed  discrimin 
tion  complaints.  But  a  district  court  cor 
eluded  that  the  practice  had  a  "signil 
cant  relation  to  a  legitimate  busines 
concern."  Still,  Hnber  changed  its  rule 
and  now  pays  retirement  funds  witl 
out  delay  to  any  fired  workers,  says 
spokesman.  Both  nilings  seem  in  kee| 
ing  with  judges'  aversion  to  overriding 
retirement-plan  administrator's  authorit; 
Says  Mary  Kathryn  Kelly,  an  expert  i 
employee-benefits  law:  "Courts  ai'e  ver 
reluctant  to  get  involved  in  cases  whic 
challenge  the  decisions  of  the  fiduciarie 
of  these  pension  plans." 

Even  so,  many  companies,  includin 
Hewlett-Packard,  General  Electric,  an- 
Tenneco,  have  steered  clear  of  South 
west's  practice.  "Our  view  is  that  it' 
their  [the  employees']  money,"  says  a 
IRM  official.  Since  so  few  courts  hav 
addressed  the  issue,  the  conduct  of  sue 
companies  as  Southwest  could  still  b 
challenged.  But  Coane,  Cruz's  attome; 
advises  employees  to  sidestep  the  prol 
lem  altogether:  Get  your  money  firs 
Sue  later. 

By  Wendy  Ze.llner  in  Housto 


ISO    DEGREES    OF  SEPARATION 


/n  TRODUCING  L' 


ESPACE  SERVICE 


What  separates  sleep  from  sleep- 
lessness, comfort  from  crowding, 
Air  France  from  other  airlines?  In  a 
word,  space.  In  our  new  L'Espace  180  and  L'Espace  127  classes, 
the  space  to  indulge  yourself  is  in  great  supply.  L'Espace  180  boasts 
the  only  airhne  seat  that  rechnes  a  full  180  degrees.  (Flat,  as  in  bed)j 
Add  the  comfort  of  a  down  comforter  and  pillow,  a  built-in  video 
entertainment  system,  gourmet  cuisine  and  fine  wines,  and  your  seat 
suddenly  becomes  your  quarters.  For  business,  L'Espace  127  offers 
the  generous  amenities  of  our  premium  class  in  a  seat  perfectly  angled 
for  complete  muscle  relaxation.  For  a  measurably  different  experience, 
call  your  travel  professional  or  Air  France  at  1-800-AF-PARIS. 
nderstandably,  nothing  else  comes  close. 


Staged  introduction  of  L'Espace  service  begins  September,  1995. 
L'Espace.  LEspace  180  and  UEspacc  127  are  service  marks  of  Air  France  ©  Air  France  1995 


Special  Report 


THE  LAST 


Phone  frenzy  in  the  developing  world 
is  charging  up  the  telecom  industry 


Dhile  may  be  the  most  happening  telecom  market  in 
the  world  right  now.  Last  November,  in  an  effort  to 
jump-start  its  woefully  inadequate  phone  system,  the 
government  thi'ew  long-distance  and  intei'national  call- 
ig  markets  open  to  competition  and  eliminated  rate  regula- 
ons.  The  number  of  carriers  serving  Chile's  14  million  peo- 
le  shot  fi'om  two  to  nine,  and  demand  skyi'ocketed.  Chileans 
lade  10.2  million  minutes'  worth  of  long-distance  calls  be- 
veen  January  and  July,  twice  as  many  as  in  the  same  peri- 
d  a  year  before.  International  calling  minutes  soared  77%  in 
994's  fouith  quarter.  Calling  revenues  are  rising  at  an  annu- 
l  rate  of  14%,  twice  as  fast  as  the  overall  economy. 

Problem  is,  nobody's  making  much  money.  The  free-for-all 
ushed  international  calling  charges  as  low  as  a  penny  a 
linute  in  December — Chileans  were  calling  China  just  to 
nd  out  what  Chinese  sounded  like.  In  the  first  quaiter  of  this 
ear,  Chile's  phone  companies  were  among  the  handful  in 
le  world  that  didn't  turn  a  profit.  It  doesn't  help  that  their 
illing  systems  are  primitive:  In  December,  one  woman  was 
illed  just  $18  for  seven  hours  of  calls  to  the  U.  S.,  Malaysia, 
5rael,  England,  Sweden,  and  Australia.  In  July,  one  22-min- 
te  call  to  Canada  cost  her  $180.  Telex  Cliile's  hand-dehvered 
ills  arrive  long  after  payment  is  due.  Entel,  the  former 
)ng-distance  monopoly,  sent  customers  four  sets  of  monthly 
ills  in  five  weeks. 

So  who  would  want  to  do  business  in  Chile?  How  about 
iellSouth,  Bell  Atlantic,  sbc  Communications,  Italy's  stet, 
'elefonica  de  Espana,  and  Samsung  Group?  They're  already 
1,  and  Sprint  and  MCi  Communications  may  decide  to  join 
le  fun.  BellSouth,  which  saw  its  share  of  the  Chilean  long- 
istance  market  double  from  January  to  July,  to  7%  ,  plans  to 
west  up  to  $300  million  in  the  country  by  the  year  2000. 
We  knew  it  would  be  difficult  coming  in,  and  this  has  been 


Emerging  nations  plan  to  hike 
the  number  of  phone  lines  by 
11.7%  a  year  for  the  next  five 
years-vs.  3.7%  for  rich  countries 

confirmed,"  says  Gerald  Breed,  general  manager  of  Bell- 
South Chile. 

That's  life  in  the  lands  that  the  Information  Revolution 
forgot.  From  South  America  to  Africa,  Asia,  and  Eastern 
Europe,  less-developed  and  emerging  economies  ai'ound  the 
world  are  the  last  fi-ontiers  for  the  telecommunications  indus- 
try. As  Chile's  wild  ride  shows,  the  road  to  a  wide-ranging, 
modern  telecom  system  is  seldom  smooth.  What  with  chang- 
ing political  regimes,  collapsing  ciurencies,  widespread  coiTup- 
tion,  imion  opposition,  and  unpredictable  surges  in  nationalism, 
any  foreign  company  doing  business  in  an  emerging  nation 
must  be  prepared  to  hang  in  there  for  the  long  haul.  After  all, 
it  can't  just  rip  out  its  lines  and  go  home  when  times  ai'e  hai"d. 

But  the  neai'-teiTTi  hassles  and  risks  pale  beside  the  poten- 
tial gains:  The  world's  developing  countries  have  laid  out 
plans  to  spend  on  the  order  of  $200  billion  in  the  next  five 
years  to  bring  their  phone  networks — and  nations — into  the 
21st  century. 

PRIMING  THE  PUMP.  Granted,  planning  and  actually  spending 
are  two  different  animals.  And  it  might  seem  a  lot  easier  for 
the  world's  biggest  telecom  companies  to  stay  home.  Deregu- 
lation and  new  technologies  are  making  telecommunications 
hot  in  the  U.  S.  and  Europe,  too.  But  those  regions  are  mov- 
ing toward  liberalization  in  fits  and  starts.  And  even  if  Con- 
gi'ess  agi'ees  on  a  telephone  deregulation  bill  and  nations 
such  as  P^rance  and  Germany  open  up  their  markets,  there 
won't  be  the  same  potential  for  gi'owth. 

No,  for  the  biggest  returns,  it  pays  to  look  to  the  develop- 
ing world.  Right  now,  a  handful  of  high-income  countries, 
with  only  15%  of  the  world's  population,  lay  claim  to  71%  of 
the  world's  main  phone  lines — the  ones  that  connect  the  sub- 
scriber to  the  central  switching  office  (map,  page  100).  More 
than  50%>  of  the  world's  people  have  never  even  used  a 
phone.  So  dire  is  the  situation  that  the  International  Telecom- 
munication Union  (ITU)  defines  universal  service  as  when 
everyone  in  a  country  lives  witMn  five  kilometers  of  a  phone. 
Forget  about  a  handset  in  every  kitchen. 

That  kind  of  scarcity  makes  the  telecommunications  busi- 
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Telephone 
Haves  and 
Have-Nots 

More  than  two-thirds  of 
households  around  the 
world  have  no  telephone 
service.  It's  easy  to  figure 
out  where  they  are:  The 
least  and  lesser  devel- 
oped countries  account 
for  more  than  77%  of  the 
world's  population  but 
only  5%  of  the  world's 
phone  lines.  Cambodia  is 
the  worst  off  of  all,  with 
only  0.06  phone  lines  per 
100  inhabitants.  The  U.S. 
has  close  to  60.  There  are 
some  47  other  countries 
with  less  than  1  phone 
line  per  100  people. 


DATA:  INTERNATIONAL  TELECOMMUNICATION  UNION 


Special  Report 


ness  as  siu'e  a  thing  as  death  and  taxes.  Despite  a  wadespi-ead 
recession,  constant  demand  for  more  phones  caused  the  annu- 
al gi'owth  in  main  lines  around  the  world  to  steadily  acceler- 
ate for  the  past  decade  fi'om  4.5%  to  5.2%.  The  future  looks 
even  brighter,  according  to  the  itu:  The  world's  countries 
want  to  spend  some  $60  billion  per  yeai*  thi'ough  2000  to  build 
310  million  main  lines — two-thirds  of  which  are  targeted  for 
developing  nations.  These  countries,  home  to  80%  of  the 

world's  population, 
plan  to  increase  the 
number  of  phone  lines 
by  an  average  11.7%' 
a  year  for  the  next  five  years,  compared  with  3.7%.  for  the 
world's  24  highest-income  countries. 

China  alone  is  a  huge  market  and  challenge  for-  equijjment 
makers.  The  world's  most  populous  nation  wants  to  install 
100  million  digital  lines  by  the  end  of  the  decade,  at  a  cost  of 
$40  billion.  Its  goal:  Elevate  telecom  penetration  from  3  lines 
per  100  people  to  8  in  five 
year's.  That  means  it  will  have 
to  install  a  netw(jrk  the  size  of 
Bell  Canada  each  and  every 
yeai'.  "China  is  the  hottest  op- 
portunity in  the  world,"  says 
James  R.  Long,  president  of 
world  trade  for  Canada's 
Northern  Telecom.  "Every- 
body is  trying  to  get  in 
there." 

Whether  i^'s  in  China  or 


China  plans  to  spend  more 
than  $40  billion,  installing  the 
equivalent  of  a  Bell  Canada-size 
network  each  year  until  2000 


Chile,  there's  good  reason  for  this  phone  frenzy.  Emei'ging  na 
tions  realize  they  cannot  develop  their  own  economies  oi| 
hope  to  compete  in  world  mai-kets  without  top-notch  commu-| 
nications  systems.  For  proof,  all  they  need  do  is  plot  theiij 
gross  domestic  product  and  the  number  of  phone  lines  peiij 
capita  on  a  gi'aph.  There  is  a  one-to-one  link:  The  highei,; 
the  number  of  lines,  the  higher  the  income.  With  the  global^ 
economy  shifting  more  towai'd  services,  countries  that  aren't| 
adequately  wired  will  fall  further  behind — especially  if  thev'l 
want  to  be  more  than  the  sweatshops  for  the  world  and  at-| 
tract  high-tech,  high-salary  businesses.  As  one  U.S.  govern-^ 
ment  official  says:  "If  you  are  not  connected  to  the  global  net-^ 
work,  you  are  nowhere." 

In  nation  after  nation,  a  modern  communications  infra-| 
stiTictui'e  is  priming  the  economic  pump.  Take  a  look  at  Tuv-i 
key.  It  started  upgrading  its  network  in  the  1980s,  pushin^ijf 
the  nimiber  of  phone  lines  per  100  people  from  3.5  in  1983  tc| 
16  by  1992.  Today,  Turkey's  calling  revenues  are  high  enough;^ 

to  pay  for  development  of  the  J 
network  itself,  eliminating  thejj 
need  for  foreign  loans  to  proi:| 
up  the  phone  system.  A  do-| 
mestic  telecom-equipmentl 
manufacturing  sector  has  alsclfi 
emer-ged,  exporting  switchesjj 
In  the  same  period,  Tur-key's  it 
GDV  per  capita  r-ose  to  $1,90.^11 
from  $1,460.  ,  ; 

Still,  poor  nations  can't'^ 
start  their"  networ'k  upgr-ades  s 
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ithout  massive  infusions  of  foreign  investment,  skills,  and 
ichnologies.  To  get  them,  countries  are  loosening  regula- 
ons  and  opening  theii-  doors  to  foreign  telecom  companies  of 
[1  t^^/pes.  Equipment  makers  flood  through  fii-st — at&t,  Mot- 
rola,  and  Northern  Telecom  from  North  America;  Alcatel 
Jsthom  and  Siemens  fi'om  Eui'ope;  NEC  fi"om  Japan.  The  de- 
eloping  nations  may  lack  capital  and  technical  savvy,  but 
ley  do  have  a  future  source  of  cash — a  steadily  rising  stream 
f  calling  revenue  once  the  gear  is  in  place. 
In  a  typical  deal,  the  foreign  eciuipment  maker  or  phone 
jmpany  funds  the  network  and  maybe  even  runs  it — get- 
ng  a  goiaranteed  stake  in  futui'e  revenues.  Foreign  telecoms 
re  swamped  with  op- 
ortunities  in  the  devel- 
ping  world  to  buy  eq- 
ity  stakes  in  phone 
)mpanies,  snap  up  cellu- 
ir  licenses,  or  build  and 
perate  a  network  for  a 
umber  of  years  before 
"ansferring  it  back  to 
18  country.  "There  are 
lany,  many  development 
rojects  where  we  as 
le  manufacturer  must 
ike  a  share  in  the  risk 
f  providing  and  install- 
ig  equipment  to  devel- 
ping  nations,"  says  Bert 
e  Gi'ave,  director  of  op- 


erations for  Alcatel  Alsthom's  international  division. 

For  the  really  big  projects — building  3  miUion  lines  in  Ar- 
gentina, for  example — countries  are  willing  to  sell  off  the 
phone  company  to  a  foreign  operator.  But  there  are  lots  of 
variations  for  smaller  deals:  Soft  loans,  joint  ventures,  build- 
operate-transfer  agreements — all  are  becoming  commonplace 
for  equipment  makers  who  elsewhere  simply  install  the  equip- 
ment and  move  on. 

Motorola  Inc.,  for  example,  is  best  known  as  the  top  suppli- 
er of  cellular-phone  equipment.  But  it  set  up  a  unit  in  1988  to 
operate  systems  in  the  developing  world  through  joint  ven- 
tures with  local  partners.  It  now  nms  20  networks.  "At  the 
start,  we  saw  it  as  a  good  way  to  kick-start  equipment 
sales,"  says  Michael  Norris,  head  of  Motorola's  joint-venture 
business.  "But  it's  been  a  very  good  revenue  stream." 
PRETTY  PAYOFFS.  Where  are  the  opportunities?  Start  with 
the  list  of  nations  that  are  set  to  sell  off  their  state-owned 
phone  companies.  There  are  26  phone-company  privatiza- 
tions scheduled  for  the  next  tliree  years  in  emerging  markets 
(time  line).  At  the  same  time,  licenses  for  new  wireless  net- 
works are  being  issued  at  a  head-spinning  pace.  India,  for  ex- 
ample, is  auctioning  off  40  cellular  licenses — two  for  each  of  20 
operating  regions. 

Where  markets  open,  capital  quickly  follows.  "In  Europe, 
they  are  liberalizing  in  order  to  introduce  competition.  In  the 
developing  world,  they  are  doing  it  to  raise  cash  for  the 
network,"  says  Wilham  W.  Ambrose,  president  of  Pyi'amid 
Research  Inc.,  a  telecommunications  consultancy  in  Cam- 
bridge, Mass.,  that  specializes  in  developing  nations. 

The  money  won't  flow,  however,  if  the  local  governments 
can't  be  tnisted.  Right  now,  investors  ai"e  waiy  about  bidding 
in  India's  cellular  auctions  because  the  government  abruptly 
canceled  a  $2.8  billion  contract  with  Enron  Corp.  to  build  a 
power  plant,  even  though  constmction  had  ah'eady  started.  If 
one  deal  is  shaky,  though,  the  money  will  quickly  flow  to  the 
better  ones.  "There  is  a  substantial  amount  of  capital  in 
search  of  investment  opportunity,"  says  Michael  T.  Masin, 
president  of  gte's  international  business. 

For  the  companies  that  choose  wisely,  there  are  big  re- 
turns. Northern  Telecom's  annual  sales  in  the  Asia/Pacific 
region  have  tripled  in  the  past  three  years,  to  $1  billion.  U  S 
West  Inc.'s  $100  miUion  investment  in  a  Russian  phone  com- 
pany in  1991  has  also  risen  threefold  in  value.  Nynex  Corp. 
bought  a  15%  stake  in  a  newly  formed  Thai  phone  company, 
TelecomAsia,  for  $470  milhon  in  1992.  At  the  time,  analysts 
complained  that  Nynex  was  overpaying.  Today,  its  stake  is 
valued  at  $1.2  biUion  (page  102). 

Those  kinds  of  payoffs  have  filled  the  air  routes  to  Asia, 
Latin  America,  and  Eastern  Europe  with  telecom  execu- 
tives from  companies  large  and  small.  "You  can't  be  a  play- 
er in  this  business  if  you're  not  in  the  developing  coun- 


OF  OUTGOING  TRAFFIC,  IN  MINUTES 

1992  T0TAL=41  BILLION 


Opportunity  Calling 


AFRICA  2% 
LATIN  AMERICA  5% 

DATA  INTERNATIONAL  TELECOMMUNICATION  UNION 
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tries,"  says  Martin  Shum,  chief  executive  of  act  Networks 
Inc.,  a  California-based  manufacturer  of  equipment  that  in- 
creases satellite  network  capacity.  "That's  where  all  the 
growth  is.  That's  where  all  your  competitors  are." 

But  doing  business 
in  developing  regions 
requu'es  a  leap  of  faith 
that  the  conservative 
phone  companies  of  the  industrialized  world  have  rarely 
needed  to  make.  And  the  risks  are  as  much  political  as  finan- 
cial. A  developing  countiy's  state-owned  phone  company  does 


Special  Report 


a  lot  more  than  transmit  calls.  It  is  often  a  nation's  lai  u.- 
employer  Phone  taiiffs  can  subsidize  eveiything  fi-om  schoi 
to  the  presidential  palace.  And  international  calling  r(  \ 
nues — boosted  by  huge  surcharges — are  a  primary  soui- 
of  hard  ciuTency  for  poor  nations  wdth  few  exports.  "Telecoi 
is  an  intensely  political  business,  and  not  just  because  of  tl 
size  of  the  investment,"  says  Ken  Zita,  a  consultant  wi' 
Network  Dynamics  Inc.,  a  New  York-based  telecom  adviser 
developing  nations;  "There  are  so  many  really  fundament 
macroeconomic  and  pohtical  issues  involved." 

In  some  cases,  politics  have  sandbagged  ambitious  telecq 


NYNEX'  EXCELLENT  ADVENTURE  IN  THAILAND 


When  companies  invest  in  the 
developing  world,  conventional 
wisdom  holds  that  they  should 
avoid  political  strife.  But  sometimes, 
the  conventional  wisdom  is  plain 
wrong.  So  says  Nynex  Coi"p.,  which 
was  in  the  midst  of  negotiating  a 
15%  stake  in  a  joint  venture  to  build 
2  miUion  main  phone  hnes  in  Thai- 
land when  a  coup  bi-oke  out.  Violent 
street  clashes  in  April,  1992,  between 
pro-democracy  civil- 
ians and  the  mili- 
tary, forced  King 
Bhumibol  Adulyadej 
to     rebuke  the 
government. 

"We  were  just 
reaching  the  final 
stages  of  negotia- 
tions, and  a  lot  of 
companies  were 
leaving  the  coun- 
try," says  Nynex 
Vice-ChaiiTnan  Fre- 
deric  V.  Salerno. 
But  executives  of 
the  Charoen  Pok- 
phand  Group  (CP)  of 
Thailand,  the  major- 
ity partner  in  the 
venture,  pointed  out 
to  the  nervous  New 
Yorkers  that  their  countiy  had 
weathered  several  coups  in  the  past 
two  decades,  and  economic  gi-owth 
continued  unabated  each  time.  "We 
figured  that  since  coups  never  made 
a  difference,  we  weren't  going  to  bail 
out,"  Salerno  says. 
WELL-HEELED.  Smart  move.  Today, 
Thailand  has  a  democratic  govern- 
ment, and  Nynex'  .$470  million  in- 
vestment in  Thailand  is  worth  .$1.2 
billion.  Its  partnership  with  CP,  Tele- 
comAsia,  went  public  a  year  after  it 
was  formed  and  has  a  market  capi- 
talization of  $8  billion,  making  it  one 
of  the  best-heeled  earners  in  Asia. 

Nynex'  Thailand  adventure  is  a 
case  study  in  how  to  do  things  right 


in  a  developing  countiy.  The  Baby 
Bell,  looking  for  opportunities  outside 
its  highly  regulated  New  Yoi'k  and 
New  England  calling  regions,  started 
by  picking  a  country  that  met  its 
international  investment  criteria — 
strong  economic  growth  and  a  driv- 
ing need  for  telephone  infrasti-ucture. 
In  1992,  Thailand's  gi'oss  domestic 
product  was  gi'owdng  by  10%  a  year, 
but  it  had  only  3  phone  hnes  per  100 


BANGKOK  TEST:  Nynex"  $Jf70  million  investment  is  worth  $1:2  billion 


people.  The  government  wants  10 
per  100  by  the  tuni  of  the  centuiy. 
It  awarded  a  license  to  TelecomAsia 
to  build  2  million  lines,  operate  them 
for  25  years,  and  then  transfer  the 
whole  thing  back  to  the  government. 

CP,  an  industrial  conglomerate 
with  no  telecom  experience,  needed  a 
partner  that  could  handle  a  project 
that  size.  It  had  been  negotiating 
with  British  Telecommunications  PLC, 
but  BT  refused  to  take  an  equity 
stake.  Nynex  was  chosen,  a  CP  offi- 
cial says,  in  part  because  of  its  pres- 
ence in  the  world's  most  complex 
phone  market.  Once  you've  nm  New 
York's  network,  their  thinking  went, 
Bangkok  would  be  a  piece  of  cake. 


Then  came  the  hardest  part:  doing 
the  deal.  "The  subtleties  were  in  the 
translations,"  says  Salemo.  "The  law- 
yers always  seemed  to  be  wiiting  up 
something  different  than  what  we  had 
said."  So  Nynex  and  CP  had  the  law- 
yers write  each  point  down  as  they 
agi-eed  to  it,  so  that  there  wouldn't  be 
any  confusion  later. 

For  Nynex,  its  biggest  negotiating 
point  was  to  maintain  operating  con- 
trol, despite  its  mi- 
nority share.  "We 
never  bhnked  on 
that,"  says  Salerno. 
It  also  won  a  fight 
with  CP  over  the 
right  to  appoint  the 
chief  operating  offi- 
cer. "We  told  them 
that  the  reason 
we're  here  is  be- 
cause you  want  our 
expertise,  so  let  us 
use  it,"  he  says. 

CP  has  no  re- 
gi'ets.  It's  ahead  of 
schedule  on  the 
buildup,  and  Tele- 
comAsia recently 
won  the  license  to 
build  Thailand's  first 
cable-TV  network. 
But  CP  is  most  pleased  with  the  rela- 
tionship it  has  built  with  Nynex  ex- 
ecutives. "All  along,  Nynex  has  sent 
us  their  best  people,"  says  CP  Presi- 
dent Sunthorn  Arunanondchai,  on  a 
recent  trip  to  New  York.  "When  we 
come  here,  they  take  us  into  their 
homes.  Even  though  it  is  a  30-hour 
flight  to  Bangkok,  Mr  Salerno  al- 
ways comes  to  our  meetings."  That 
kind  of  personal  attention  has  paid 
off  for  Nynex.  CP  has  taken  it  as  a 
partner  in  China,  where  the  Thai 
group  is  already  well  established. 
"We  consider  ourselves  bound  at  the 
hip,"  says  Salemo.  "The  Thais  have 
become  like  our  family." 

By  Catherine  Arnst  in  New  York 
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Exploring  the 
limitless  potential 
of  multimedia. 

Today,  multimedia  has  changed  the  way  we  perceive 
education,  and  indeed,  the  world.  A  simple  computer 
screen  has  become  a  landscape  to  explore,  a  window 
to  another  world.  For  a  student,  all  it  takes  is  a 
keystroke  or  the  click  of  a  mouse  to  access  the 
universe.  This  rapid  development  of  information  and 
communications  technology  has  created  new  ways  of 
living,  relating  and  educating. 

Recently,  in  the  upper  reaches  of  the  NEC  Supertower 
in  Tokyo,  two  experienced  communicators  shared 
their  impressions  of  the  coming  multimedia  age, 
education  and  even  haiku.  ]ohn  Nathan  holds  the 
Takashima  Chair  in  Japanese  Cultural  Studies  at  the 
University  of  California,  Santa  Barbara,  and  has  been 
translating  Japanese  literature,  and  writing  and 
directing  films  for  more  than  30  years.  His  translations 
include  the  early  novels  of  Nobel  Prize  winner 
Kenzaburo  Oe.  Tadahiro  Sekimoto  earned  a  Ph.D.  in 
Engineering  from  Tokyo  University.  His  steady  rise 
through  the  NEC  ranks  placed  him  as  chairman  of  the 
board  m  1 994.  He  has  also  served  as  vice  chairman  of 
Keidanren,  Japan's  Federation  of  Economic 
Organizations. 

Here's  a  taste  of  what  Professor  Nathan  and  Dr.  Sekimoto 
had  to  say  about  the  merits  of  education  and  informa- 
tion in  the  multimedia  age. 

Professor  John  Nathan:  A  few  days  ago,  1  visited 
Kenzaburo  Oe,  who  has  been  a  close  friend  for  30 
years.  Whenever  we  meet,  we  always  play  a  game 
together.  He  reads  me  his  Japanese  translation  of  an 
original  English  poem,  and  I  put  his  translation  into 
English.  Then  he  shows  me  the  original  English  verse 
for  the  first  time,  and  we  compare  it  with  my  English 


translation.  The  versions  are  often  worlds  apart. 
What's  interesting,  is  that  the  essence  of  information  is 
really  difficult  to  communicate. 

Dr.  Tadahiro  Sekimoto:  I  agree  with  you.  For 
example,  I  think  for  many  it  is  most  difficult  to  under- 
stand haiku.  When  Basho's  famous  haiku,  "Old  Pond" 
is  translated,  the  images  featured  in  it  are  an  old  pond, 
a  frog  and  a  splash.  That's  all.  However,  the  interpre- 
tation of  the  lines  varies  even  among 
Japanese.  I  sense  "quietness"  in  this 
verse,  but  there  are  a  wide 
variety  of  responses  to  it. 


Nathan:  Let's  go  more  deeply  into  this  idea.  When 
we  try  to  grasp  information  only  in  terms  of  an  array 
of  faas,  there  is  a  great  deal  that  cannot  be  conveyed. 
Unless  we  take  into  consideration  the  values,  world 
views  and  sensibilities  that  are  peculiar  to  an  individual 
culture,  we  are  merely  exchanging  facts.  For  example, 
there  is  no  explicit  reference  to  "quietness"  in  the 
Basho  haiku,  yet  as  a  Japanese,  you  are  sensitive  to  the 
cultural  assumptions  underlying  the  language. 

Sekimoto:  Exactly.  So,  if  there  are  some  images  and 
sounds  that  can  communicate  this  scene — a  splash  and 
spreading  ripples — I  think  people  could  understand 
the  verse  more  clearly  and  vividly.  Multimedia  becomes 
a  method  of  expressing  a  writer's  intentions,  a  means 
of  translating  culture. 

Nathan:  Well  you've  mentioned  "multimedia."  A 
very  hot  term  these  days.  But  what  exactly  does  it 
mean  to  us? 


^  Any  place  on  earth 
can  become  a  classroom 


AUVhRIIbhMtNI 


"I  believe  multimedia  will  provide  us  with  the 
potential  for  enhancing  our  minds  and  our  lives." 


Sekimoto:  My  definition  of 
multimedia  is  twofold.  First, 
multimedia  makes 
possible  the 
management 
of  a  variety  of 
information — not  just 
text,  sound  or  image  alone, 
but  all  together  in  a  true  media  mix.  This  I  call 
multi-information." 

Second,  it  can  be  called  "multi-transmission." 
Means  of  transmission  are  many 
and  varied,  such  as  satellites 
and  fiber  optic  systems. 

Through  these  products 
X      we  are  delivering  and 
receiving  more  diverse 
and  more  complex 
information — both 
sounds  and  images  at 
the  same  time.  By  taking 
advantage  of  the  scope  of 
possibilities  multimedia 
offers  in  both  quality  and 
quantity,  I  believe  we  can  give 
education  a  new  dimension. 

Nathan:  By  exposing 
a  limited  number  of 
students  in  my  actual 
classroom  to  sounds 
and  images,  I  can 
create,  or  at  least 
imitate  the  highly 
effective  learning 
environment 
that  multi- 
media makes 
possible. 


But  what  of  all  the  would-be  learners  around  the  woi 
who  are  unable  to  attend  class? 

Sekimoto:  That's  an  important  point.  Unlike 
traditional  educational  format  of  an  instructor 
speaking  to 
a  limited 
number  of 
students  in  a 
classroom,  the 
same  lecture 
could  be 
available  to 
people  on  the 
other  side  of 
the  globe. 


MULTI 

CULTURAL 


O  T  E 


Through  multi-transmission,  any 
place  on  earth  can  become  a 
classroom.  Some  call  this  "distance 
learning."  And  it  can  pertain  to  all 
kinds  of  schooling,  including  con- 
tinuing education  and  job  training. 
NEC  would  like  to  illustrate  some  of 
these  applications  in  Global  College. 


Globa 


Dr.  Tadahiro  Sekimoto 


EC's  Global  College  is  an  inter- 
ational  community  of  students 
id  educators  linked  through 
)mputers,  and  using  multimedia  communi- 
itions  tools  to  absorb  knowledge,  discover 
;w  worlds  and  experience  different  cultures. 

athan:  Speaking  of  Global  College,  I  saw  an 
.cellent  example  of  learning  through  multimedia. 
a  interactive  computer  game,  set  in  13th  century 
ance,  features  courtship  rituals  in  the  feudal  age. 
udents  play  the  role  of  a  peer  who  is  going  to  select 
s  bride.  In  the  game,  they  must  get  into  another's 
in,  into  the  feel  of  decision-making  based  on  the 
ilues  of  another  century.  I  call  this  simulation,  or 
eudo-experience. 

Sekimoto:  That's  the  beauty  of  multi- 
media, it  allows  you  to  experience 
something  with  all  your  senses  as  if  it 
were  real,  such  as  in  virtual  reality 
applications.  The  student  interacts  with 
the  computer,  and  thus  interacts  with  the 
formation.  Moreover,  as  people's  needs  become 
ore  and  more  specific  to  their  own  lives, 
teractivity  becomes  an  indispensable  element  in 
iloring  education  to  the  needs  of  the  individual. 

athan:  Precisely.  To  me,  the  excitement  of  NEC's 
lobal  College  is  that  it  will  allow  an  educator  to 
tablish  contact  with  anyone  who  has  access  to  a 
rminal,  and  to  provide  that  student  with  a  full 
nge  of  cultural  data — music,  interviews,  even  the 
icient  pond  you  mentioned  earlier.  With  the  student 
rtually  swimming  in  a  sea  of  input,  the  teacher 
comes  a  guide  to  vivid  new  experiences  and 
scoveries.  This  scenario  strikes  me  as  an  ideal  mode 
education. 

jkimoto:  What  you  just  said  outlines  the  char- 
teristics  of  multimedia.  While  the  students  may  be 
erally  "swimming  in  a  sea  of  input,"  the  state  of 


multimedia  today  is  merely  a  stream  and  there's  no 
telling  how  wide  it  will  become.  I  believe  it  will 
eventually  become  a  roaring  tributary  of  potential  as 
we  enter  the  21st  century. 

Take,  for  example,  NEC's  corporate 
slogan,  "C&C  for  human  potential." 
We  have  always  considered  "C&C" 
— the  integration  of  computers  and 
communications — a  means  to  enhance 
human  potential.  Looking  back  on  it 
now,  I'm  sure  that  the  C&C  concept 
was  really  the  source  for  our 
multimedia  aspirations.  Through  C&C, 
we  have  developed  a  wide  range  of 
hardware  and  software  products  with 
multimedia  in  mind.  From  the  tiniest 
micro  technologies  to  our 
largest  industrial  appli- 
cations, NEC  is  providing 
the  means  to  enhance 
human  potential.  But, 
above  all,  I  think  a  central 
concern  should  be  the 
sense  of  richness  people 
feel  in  their  lives.  There 
is  material  richness 
and  richness  of  mind 
I  believe  multimedia 
will  provide  us 
with  the  potentia 
for  enhancing 
our  minds  and 
our  lives. 


Prof.  John  Nathan 
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At  TELECOM  95,  John  Nathan  and 
Howard  Rheingold  will  demonstrate 
NEC's  Global  College.  Yet  another 
example  of  the  technology  that  we 
hope  will  become  the  vanguard  of 
education  in  the  future. 

For  futher  information  contact:  NEC  Corporation, 
Overseas  Advertising  Drvision,  7-1.  ShibaS-chome, 
Minato-ku.  Tokyo  108-01  Japan. 
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upgrade  plans.  Take  Kenya,  where  the  World  Bank  tied  a 
telecom  loan  to  deregulation.  The  national  phone  company 
would  have  had  to  eliminate  thousands  of  jobs  to  become 
more  efficient.  "They  tried  to  get  the  funding  and  pretend 

they  were  laying  peo- 
ple off,"  says  Richard 
Brolly,  Sprint  Corp.'s 
director  of  business  in 
Russia,  the  Mideast,  and  Africa.  "It's  a  big  political  hotcake." 

There  is  also  the  disquieting  sense  on  the  pait  of  some  na- 
tions that  they  are  selling  off  a  valuable  piece  of  their  patri- 
mony to  their  fonner  colonial  mlers.  "Countries 
are  really  strugghng  to  come  to  giips  with  this  \ 
situation  right  now,"  says  Noithem  Telecom's  Long,  i 
"They  may  have  had  outsiders  in  as  consultants  be- 
fore, but  never  as  owners." 

Nationalism  can  slow 
development:  China,  long 
suspicious  of  outsiders, 
continues  to  ban  any  for- 
eign equity  ownership, 
operation,  or  manage- 
ment of  its  telecommu- 
nication sector.  "When- 
ever   I    talk    to  the 
Chinese  about  foreign  in- 
vestment they  say:  'Well, 
we're  studying  the  is- 
sues,' "  says  Surinder 
Hundal,  corporate  rela- 
tions manager  for  British 
Telecommunications  PLC's 
Asia/Pacific  operations. 
"The  phone  company  is 
quite  a  valuable  asset, 
and  I  think  they  would 
prefer  to  keep  control  in 
govei'nment  hands." 
ONLY  THE  BEST.  China 
has,  however,  put  the 
machineiy  in  motion  to 
bring  in  foreign  assis- 
tance. It  created  a  sec- 
ond phone  company,  Uni- 
com, to  challenge  the 
Posts  &  Telecommunica- 
tions Ministry's  iron  ginp. 
Unicom  has  signed  sev- 
eral  memorandums  of 
understanding  with  for- 
eign companies  that  in- 
volve minority  stakes. 
But,  says  one  adviser, 
"they     usually  aren't 
worth  the  paper  they're 
written  on."  Laments  Ah- 
med Laouyane,  director 
of  the  iTn's  development 
bureau:  "However  much 
we  try  to  naiTow  the  development  gap,  local  and  internation- 
al politics  and  policies  will  always  be  in  the  way." 

Still,  telecom  is  such  a  guaranteed  moneymaker  that  few 
companies  are  vdlling  to  miss  out — especially  on  a  market  the 
size  of  China  or  India  or  Indonesia.  By  2000,  40%  of  the 
world's  population  'Aill  reside  just  in  those  three  countries. 
Another  prospect  is  Brazil.  It  has  the  ninth-largest  economy 
in  the  world  biit  a  phone-line  density  of  only  6.8  per  100  in- 
habitants. Russia  holds  enomnous  promise,  too,  pending  the 
resolution  of  its  many  political  and  economic  problems. 


Where  The  Growth  Is 

A  guide  to  telecom  hot  spots 


MAIN  PHONE  LINES*/ 

100  INHABITANTS  1992 

FORECAST 

2000 

PROJECTED  MAIN  LINES  INVESTMENT 
TO  BE  ADDED  1993-2000  REQUIRED*" 

MILLIONS           BILLIONS  1 

CAGR** 

ASIA 

CHINA 

0.98 

3.50 

35.5 

$53.3 

19.3% 

THAILAND 

3.10 

9.35 

4.4 

6.6 

16.7 

INDIA 

0.77 

1.52 

9.1 

13.7 

11.2 

EASTERN  EUROPE 

HUNGARY 

12.54 

23.80 

1.1 

1.6 

7.8 

POLAND 

10.28 

16.62 

2.7 

4.0 

6.7 

RUSSIA 

15.28 

24.50 

15.5 

23.3 

6.7 

LATIN  AMERICA 

CHILE 

8.92 

19.71 

1.8 

2.8 

12.3 

BRAZIL 

6.83 

9.49 

6.8 

10.2 

6.4 

MEXICO 

7.54 

12.49 

6.3 

9.4 

8.5 

U.S. 

U.S. 

56.49 

65.92 

37.2 

55.8 

2.9 

*A  mam  line  connects  a  subscriber  to  tfie  central  switch 

**Compound  annual  growth  rate  ***AII  figures  in  U.S.  dollars 
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Beyond  the  giants,  such  countries  as  El  Salvador  and  Bar 
gladesh  are  seeking  to  develop  their  telecom  networks  an 
way  they  can.  Even  Africa,  home  to  the  world's  poorest  n; 
tions,  is  star-ting  to  attract  some  buzz  (page  114). 

None  of  these  countries  will  settle  for  any  old  equipmen 
though.  Developing  nations,  unencumbered  with  decades-ol 
copper  wires,  ar-e  installing  digital  switches,  fiber-optic  line 
and  the  newest  celjular  technology.  The  most  sophisticate 
networ'ks  in  the  worid  are  in  Djibouti,  Rwanda,  the  Ma 
dives,  and  the  Solomon  Islands,  where  100%  of  the  mai 
lines  are  digital,  compar-ed  with  49.5%  in  the  U.  S. 

Advances  in  cellular  technology  also  are  showing  u 
fir-st  in  developing  countries,  because  the  technolog 
allows  them  to  put  up  a  first-rate  phone  syi 
tem  in  a  matter  of  weeks  or  months  rathe 
than  the  years  it  can  take  to  lay  c; 

ble.  Telecom  companie 
can  try  out  such  state-o 
the  art  technologies  e 
digital  satelhte  or  fixe 
wireless,  where  the  fin; 
link  to  the  home  in  a  f 
ber-optic  network  is 
low-powered  cellular  cor 
nection,  without  havin 
to  worry  about  incorp( 
rating  an  existing  hug 
network.  Chile  plans  t 
throw  the  switch  in  D( 
cember  on  a  wireles 
per'sonal  communication 
sei"vice  (PCS)  networ 
months  ahead  of  th 
first  U.S.  system. 
PHONE  LUST.  Foreig 
I  ijhone  companies  are  o 
'  ten  sur-prised  by  ho\ 
(|uickly   poor  nation 
take  to  phone  service 
Put  a  phone  in,  an 
someone  will  call  fror 
it.  No  matter  how  poo 
when  a  country  build 
up  its  telecom  networl 
demand  for  phones  an 
calling    minutes  ris( 
"Their  willingness  to  pa 
for-  phones  is  far  highe 
than      anyone  eve 
thinks,"  says  Roger  h 
Dor-f,  president  of  AT& 
network  systems  in  Lat 
in  Amer-ica  and  the  Car 
ibbean.  "It  is  alway 
underassessed  in  ever; 
countr-y." 

For  the  world's  tele 
com  companies,  then,  th 
biggest  problem  is  no 
finding  a  place  to  invest  but  deciding  which  of  the  man; 
places  ar-e  the  best.  Gar-y  M.  Epstein,  an  inter-national-telecor 
specialist  at  the  Washington-based  law  fir-m  Latham  &  Wat 
kins,  advises  companies  inter-ested  in  buying  into  a  developini 
country's  newly  liber-alized  phone  mar-ket  to  first  decide  ho\ 
much  liber-alization  is  enough.  Most  would  pr-efer  to  avoii 
Chile's  free-for'-all  and  instead  have  competition  phased  ii 
while  they  prepar-e  the  antiquated  networ-k  for  competition 
The  toughest  issue,  though,  is  figiuing  out  whether  an  in 
vestment  opportunity  is  fair-ly  priced.  "You  have  to  look  at  tb 
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Confusion. 

Chaos.  r 
Madness.  J 

ThatMore  or  less  sums  up 
systems  management  these  days.  % 


Multiple  computing  platforms.  Multiple  operating  systems.  Multiple 
vendors.  Let's  face  it- it's  nuts  out  there.  In  an  effort  to  make 
some  sense  out  of  this  mayhem,  PLATINUM  mtroduces  a  radically 
simple  solution  called  the  PLATINUM  Open  Enterprise  Management 
System,  or  POEMS.  By  automating  and  integrating  critical  IT  func- 
tions of  both  mainframe  and  open  client/server  systems,  POEMS 
systems  management  tools  finally  make  it  easy  to  manage  and  share 
information  in  a  truly  open  environment-one  that  encompasses  all 
computing  platforms.  We  can  even  integrate  software  you  already 
own  with  the  software  solutions  we  provide.  Whatever  it  takes  to 
bring  order  to  the  chaos.  For  more  information  on  the  POEMS  archi- 
tecture or  our  systems  management  tool  set,  just  turn  the  page. 
For  a  free  consultation  please  give  us  a  call  at  1.800.590.7528. 


The  Open  Enterprise  Management  Company 


mm 

TECHNOLOGY 


Special  Report 


Countries  are  throwing  open 
their  doors  to  foreign  operators 
and  equipment  makers-and 
the  competition  is  wicked 


govemments  reason  for  selling."  says  Epstein.  "There  should 
be  certain  goals  and  tai'gets.  like  the  provision  of  universal 
senice.  If  they're  selling  it  just  to  make  money,  chances  are 
it's  not  a  good  deal."  Pakistan  is  often  cited  as  a  potentially 

bad  deal.  The  govern- 
ment sold  lO^c  of  its 
phone  company's 
shares  to  the  pubhc 
last  yeai"  and  is  now  seeking  a  strategic  investor.  The  govern- 
ment values  its  ainier  at  about  $8  billion.  But  \\'ith  Pakistan's 
weak  infrastnicture.  poverty,  and  political  tmnnoil.  "most  of 
the  world  doesn't  beheve  it."  says  Splint's  Brolly. 

Even  the  best-assessed  deals  can  tiuTi  som\  gte.  at&t,  and 
Spain's  Telefonica  have  learned  that  lesson  all  too  well.  They 
spent  $1.8  biUion  for  a  com- 
bined 40'7c  stake  in 
Venezuela's  monopoly  phone 
company,  CAxrv.  Last  yeai",  a 
financial  cnsis  caused  Vene- 
zuela's government  to  impose 
currency-exchange  controls, 
preventing  caxtx'  fi'om  mak- 
ing pa\Tnents  to  foreign  hold- 
ei-s  of  its  hai"d-ciuTency  debt. 
It  defaulted,  and  the  govern- 
ment reneged  on  a  commit- 
ment to  let  c.\XT\"  raise  phone 
rates  eveiy  thi-ee  months  to 
keep  pace  with  inflation. 
"PLEASE  PRIVATIZE!"  Still,  the 
foreign  operators  are  hang- 
ing in.  They  just  renegotiatetl 
CAXTV's  debt,  and  gte  says 
it  was  at  the  breakeven  point 
on  its  investment  at  the  end 
of  last  yeai-.  "You  have  to  go 
at  this  with  a  mentality  that 
you're  going  in  there  to  stay, 
and  ride  over  the  rough 
spots,"  says  AT&T's  Doif.  "It's 
awfully  easy  to  say  things 
are  tough  in  Venezuela  and 
pull  out,  but  then  youi*  cred- 
ibihty  is  shot  in  the  rest  of 
the  region." 

Not  a  good  idea,  given 
Latin  America's  enormous 
markets.  Phone  companies 
there  ai-e  privatizing  and  lib- 
eralizing at  a  faster  rate  than 
in  any  other  region,  and  wel- 
coming foreign  investment. 
The  technical  sophistication 

of  networks  is  among  the  highest  in  the  world.  Telecom  .\r- 
gentina,  the  country's  northeni  operator  partly  owned  by 
France  Telecom  and  Italy's  stet,  has  plans  to  build  a  combi- 
nation cable-T\/telephone  network.  Even  Mexico's  peso  crisis, 
which  rippled  thi-ough  the  i-egion.  has  failed  to  scai'e  olf  inves- 
tors. Bell  Atlantic  and  SBC  saw  the  value  of  theii*  holdings 
plummet,  but  the  crisis  pushed  the  government  to  speed  up 
liberaUzation  to  raise  money.  "You  still  have  every  major 
U.  S.  operator  eager  to  jump  into  Mexico,"  says  Linda  BaiTa- 
bee,  analyst  with  Pyramid  Research. 

Latin  America's  biggest  prize — Brazil — is  just  about  in 
reach.  It  lias  a  gi'owing  economy.  156  million  people — and  a 
wholly  inadequate  phone  system.  Says  former  Finance  Minis- 
ter Mario  Henrique  Simonsen:  "If  you  are  in  Rio  and  tning 
to  call  fi'om  Ipanema  to  the  neighborhood  of  Botafogo,  after 
15  minutes  of  not  getting  through  you  want  to  scream, 


'Please  privatize  the  phone  company!' "  This  August, 
Brazihan  National  Congi-ess  voted  to  do  just  that,  passin 
law  loosening  state-owned  Telebras'  monopoly  and  allow 
private  and  foreign  investment.  Privatization  of  Telebras' 
regional  phone  companies  could  begin  in  1997. 

Fh'st.  though,  cellular  phones  ai*e  likely  to  be  opened 
competition,  creating  eye-popping  chances  to  make  mor 
About  721,000  Br^hans  have  cellulai-  phones,  and  1.5  mill 
ai'e  on  \vaiting  hsts.  The  number  of  subscribei-s  is  expected 
zoom  to  6  milhon  by  1998. 

In  Asia,  while  China  and  India  crawl  towai'd  liberahzati 
other  nations  are  bolting  ahead.  "When  you  look  at  In 
and  China  fi'om  a  head-count  perspective,  they  are  clea 
enormous."  says  Roy  A.  Seholvinek.  the  Los  Ajigeles-baj 

director  of  global  operati 
for  EDS's  management  c 
suiting  group.  "But  wl 
you  lock  at  the  disposa 
income,  it  gives  you  a 
ferent  perspective." 

Indonesia's  perspecti 
for  example.  The  nation 
190  million  has  twice  1 
per-capita  gdp  of  Cliina 
wants  to  install  5  mill 
pho;"ie  lines  over  the  next 


BUENOS  AIRES  CHAT:  Latin  American  telecoms  are  pnvatizuiy  faster  than  anywhere  <  ^ 

years — at  a  cost  of  $6.8  billion.  The  country  opent- 
mai'ket  to  competition  last  yeai;  and  30  different  inteni;... 
al  consortiums  submitted  bids.  State-owned  telephone  co: 
pany  pt  Telkom  selected  five  consortiums  this  past  June, 
by  Nippon  Telegi-aph  &  Telephone,  Telekom  Malaysia.  Sin^ 
pore  Telecom,  France  Telecom,  and  Australia's  Telstra, 
build  and  operate  the  networks  for  15  years.  Significant 
two  companies  linked  to  the  family  of  President  Suhai 
were  eliminated  after  they  failed  to  submit  the  highe 
bids,  a  harsh  brush  with  fairness. 

Foreign  investors  are  also  eyeing  the  former  East  Bl( 
But  the  enthusiasm  that  erapted  after  the  fall  of  the  Ber 
Wall  has  dampened.  Changing  political  regimes  have  slow 
the  decision-making  process  to  a  standstill.  There  have  be 
five  different  post  and  telecom  ministers  in  Poland  and  the 
has  been  similai'  turnover  in  the  other  new  democracies — ai 
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To  help  make  sense  out  of  the  enterprise  systems  management  chaos,  we  offer 
a  breadth  of  systems  management  tools,  each  a  masterpiece  in  its  own 
right,  designed  to  make  managing  and  sharing  information  possible  in  a  true 
open  enterprise  environment: 

AutoSys/Altai,  a  technologically  superior  job  scheduling  tool  set  that 
gives  you  the  ability  to  centralize  and  automate  the  scheduling  and  management 
of  jobs  in  distributed  MVS,  UNIX,  and  NT  environments. 

UniVision,  a  best-of-breed  suite  of  tools  that  allows  you  to  continuously 
monitor  and  manage  performance  and  resource  utilization  across  an  array  of 
popular  databases  and  platforms. 

NetArchive,  provides  the  only  true  distributed  client/server  solution  for 
enterprise-wide  backup  and  HSM. 

SAFE,  an  industrial  strength  security  system  that  integrates  heterogeneous 
security  systems  into  one  seamless  environment  from  a  single  graphical 
user  interface. 

Xfer,  the  highest-performing  software  distribution  tool,  lets  you  bring  order 
and  control  to  your  distributed  heterogeneous  environments  by  managing  the 
distribution,  configuration,  installation,  and  upgrading  of  software. 

Apriori,  the  industry-leading  help  desk  tool,  provides  a  patented  approach 
to  problem  resolution  by  identifying  and  answering  commonly  asked 
questions  without  having  to  invest  in  intensive  programming  time. 

These  systems  management  tools  are  just  one  part  of  the  PLATINUM  Open 
Enterprise  Management  System  (POEMS).  We  also  provide  a  full  complement 
of  tools  for  data  warehousing,  database  administration  and  application 
development  -  everything  you  need  for  managing  today's  increasingly  complex, 
multi-platform,  multi-operating  system,  multi-vendor  environments.  For  more 
information  or  a  complete  look  at  how  we  can  help  you,  please  give  us  a  call. 

PLATIKUM 
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I  he  upen  tnterprise  Management  Company  ^^mmmmmmmmKmmmm 


THE 
METHOD 
TO  THE 
MADNESS. 

/.  8  0  0.  59  0.  752  B 


What  If  You'd 
ro  Bet  It  All  On 


Had  A  Tip 
Secretariat? 


The  Kentucky  Derby.  The  Preakness.  The  Belmont  Stakes.  The  first  horse 


in  25  years  to  sweep  the  Triple  Crown.  If  you'd  only  known.  Well,  know 


this:   Advanced   Micro   Devices   is  the  world's   second-largest  producer  of 


microprocessors.  For  26  years,  we've  delivered  premium  performance 


without  a  premium  price.  And  now  AMD  is  launching  the  next  generation 


K86  Superscalar  "  ^  A^'^^^  family  of  Microsoft  Windows*  compatible  micro- 


processors. This  technology  will  dramatically  change  the  nature  of  competition 


in  the  PC  industry.  Innovation  like  that  could  bring  you  quite  a  payoff 


If  it's  a  good  idea.  If  it  makes  a  difference.   Run  with  it. 


AMD  e 

Run  with  it. 


1-800-222-9323    Internet:  http://www.amd.conn 


'anced  Micro  Devices.  Inc.  AMD  and  the  AMD  logo  are  registered  trademarks  of  Advanced  Micro  Devices.  Inc.  All  other  narries  are  property  of  t^ieir  respective  hDicw;,-3 
The  Grayson  Jockey  Club  Research  Foundation  by  Curtis  Management  Group.  Indianapolis,  iN 


each  change  has  been  accompanied  by  a  new  plan. 

Financing  is  another  huge  problem.  Phone  tariffs  in  some 
former  Soviet  republics  are  nonexistent  because  of  a  lack  of 
billing  equipment,  so  the  regions  can't  pay  for  any  massive 

improvements  them- 
selves. Siemens  still 
manages  to  do  "sever- 
al hundred  million 
marks"  per  year  of  business  in  the  region,  says  Jiirgen  La- 
gleder,  head  of  public  telecom  sales  for  Siemens,  but  not  all  of 
it  is  exactly  liquid.  Siemens  sold  a  telephone  exchange  to  a  lo- 


Special  Report 


cal  government  in  Russia  on  the  Caspian  Sea  recently — ^foi 
million  worth  of  caviar. 

Still,  not  a  bad  deal  if  you  like  caviar.  And  once  the  gov( 
ment  gets  a  modern  telecom  infrastructure  in  place,  it  mi 
start  exporting  its  own  caviar  and  use  the  money  to  b' 
more  phone  lines.  It's  a  vision  that  all  developing  count: 
share,  in  one  fonn  or  another,  and  if  it  happens,  it  should 
the  entire  global  economy.  Wouldn't  it  be  nice  if  every 
could  phone  home? 

By  Catherine  Arnst  in  New  York,  ivith  Susan  Jacksor 
Santiago,  Michael  Shari  in  Jakarta,  and  bureau  reports 


HELLO,  AFRICA?  HAVE  WE  GOT  PHONES  FOR  YOU 


A year  ago,  30-year-old  Nomonde 
Ntontela  was  an  out-of-work 
cashier  when  she  heard  that 
Vodacom,  one  of  South  Africa's  cellu- 
lar operators,  was  looking  for  entre- 
preneurs to  operate  "phone  shops"  in 
black  townships  and  squatter  camps. 
Today,  customers  line  up  outside  her 
business — a  specially  outfitted  ship- 
ping container  with  five  metered  cell 
phones,  set  down  in  one  of  the  most 
squalid  sections  of  Alexandria. 

Ntontela's  customers  in- 
clude illegal  aliens  fi'om  Mo- 
zambique and  parents  who 
have  left  their  children  in  ru- 
ral villages  to  find  work  in 
the  city.  Private  phones  are 
virtually  nonexistent  in  the 
townships;  before  Ntontela's 
shop  opened,  residents  paid 
nearly  $1  to  take  a  minibus 
to  the  other  side  of  town. 
The  phone  shop  in  their 
neighborhood,  one  of  thou- 
sands built  by  Siemens,  Alca 
tel  Alsthom,  and  other  sup- 
pliers for  underprivileged 
areas,  is  clearing  almost 
$2,500  a  month.  Ntontela 
nets  about  $800  after  paying 
cellular  charges,  a  small  fee 
for  the  ft'anchise,  and  her  one  em- 
ployee. "I  don't  have  financial  prob- 
lems anymore,"  she  says — and  she 
has  started  saving  for  a  second  shop. 
RINGING  THE  CONTINENT.  No  ques- 
tion, this  telecom  wasteland  is  ripe 
for  development.  There  are  only  0.8 
main  phone  lines  per  100  people  in 
all  of  sub-Saharan  Afi-ica — in  rural 
areas,  whole  villages  are  without 
phones.  Increasingly,  African  nations 
realize  that  their  futiu-e  development 
depends  in  part  on  connecting  to  the 
global  phone  network. 

Money  is  the  obstacle.  Afiican 
countries  will  need  a  lot  more  money 
than  Western  development  agencies 
can  provide.  So  they're  cracking  open 
phone  markets  to  competition,  pri- 


vatization, and  foreign  ownership. 
Uganda,  the  Congo,  and  the  Cote 
d'lvoire  have  announced  plans  to  pri- 
vatize their  phone  companies  in  1996, 
while  Tanzania  recently  agreed  to  es- 
tablish a  second  phone  company,  a 
fii'st  for  Africa,  with  foreign  owner- 
ship allowed. 

But  it's  two  megaprojects  that  are 
putting  Aft-ica  on  the  radar  screens 
of  the  world's  telecom  companies. 
South  Africa,  to  redress  decades  of 


E-mail  service,  Uninet,  pays  $150,001 
a  year  for  an  Intemet  link  that 
would  cost  $5,000  in  the  U.  S.  "We 
think  there  is  a  huge  untapped  com- 
munications need,"  says  William  B. 
Caiter,  president  of  at&t's  subma- 
rine-cable unit.  "As  soon  as  the  cabk 
goes  in,  the  price  will  drop,  and  de- 
mand should  explode."  International 
carriers  eager  to  get  a  share  of  thos' 
future  calls  are  financing  70%  to  80^ 
of  Africa  One. 


FEW  CONNECTIONS:  Pay  telephones  in  a  township  outside  Pretoria,  South  Africa 


inequitable  development,  plans  to 
spend  more  than  $1.6  billion  to  build 
1  miUion  main  lines  in  mostly  black 
rural  areas.  Telkom  South  AMca  re- 
ceived bids  fi-om  22  consortiums, 
many  led  by  foreign  telecom  compa- 
nies, and  plans  to  award  the  contract 
in  1996. 

The  entire  continent  could  get  a 
boost  ft'om  the  second  project:  Africa 
One.  This  consortium,  led  by  at&t, 
plans  by  1999  to  ring  the  continent 
with  an  undersea  cable,  giving  each 
nation  a  direct  link  to  outside.  Now, 
few  African  countries  can  dial  one 
anothei'  directly — intraregion  calls 
are  typically  bounced  back  via  satel- 
lite from  Europe.  International  calls 
cost  about  $10  a  minute;  a  Zambian 


Getting  financing  for  other  Africai 
projects  has  been  tougher.  But  that 
may  be  changing,  says  Bert  de 
Grave,  head  of  international  opera- 
tions for  Alcatel,  a  longtime  supplier 
to  Africa:  "South  Africa's  opening  uj 
gives  a  certain  comfort  level  to  for- 
eign investors."  To  promote  more  in- 
vestment, the  U.  S.  Agency  for 
International  Development  has  start 
ed  a  $75  million  progi'am  to  help  Af- 
rican countries  with  regulatory  re- 
fonn  and  other  changes.  "The  regior 
is  ready,"  says  Wade  Warren,  direc- 
tor of  the  program.  Increasingly,  for 
eign  phone  companies  are,  too. 

By  Dmsilla  Menaker  in  Johan- 
nesburg, with  Catherine  Arnst  and 
Deborah  Steinhom  in  New  York 
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More  people  ehoose  the  Cadillar  DeVille  than  any  other  luxury  lar  in  Anieri(a. 

DeVille  is  the  only  six-passenger  luxury  car  to  give  you  all  this:  4^1  vx  •  TIIL  MRIIANK  systim 

fULL-RANt,E  TRAtTION  CONTROL  •  SPECD-SENSITIVE  STEERING  •  ABS 
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Count  on  Cadillac  this  summer.  Because  right  now,  a  new  DeVille  is  at  its  lowest  lease  rate  of  the  year., 
just  $449  a  month  for  24  months  and  $2,800  down.' 


I  cir  more  information,  please  call  1-800-3 3  5-4CAI). 
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24  *2,eoo 

Months  Down 


Current  Cadillac  owners,  take  an  additional  M.OOO  off  your  down  payment. 
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Cadillac  DeVille 

Creating  A  Higher  Standard, 


ia  on  R.  L.  Polk  model  yeor  ret,iil  registidtions  thrniiyli  Apiil  m'-,.  "FIRST  MONTH'S  LCASE  PAYMENT  OT  S44')  PLUS  S475  REEUNUABLE  STCtlRITY  DEPOSIT  AND  CONSUMER  DOWN  PAYMENT 
2,800  FOR  A  TOTAL  OE  $3,724  DUE  AT  LEASE  SIGNING.  T,ix,  license,  title  h-es  and  insurame  extra.  You  must  take  retail  delivery  out  of  dealiT  sfoik.  GMAG  must  approve  lease.  I',iymi-iit  examples 
^  J  on  a  1495  DeVille:  $36,747  MSRP  including  destination  charije.  Your  payments  may  be  higher  or  lower  Monthly  payment  is  based  on  a 
■iializfd  tost  of  $32,132  tor  a  total  of  monthly  payments  of  $10,776.  Payments  may  be  slightly  higher  in  Alabama,  Connertirut,  Hawaii,  Rhode 
•'•i,  Texas  and  Virginia.  Option  to  purchase  at  lease  end  for  $23,886.  Mileage  (barge  of  $.10  per  mile  over  30,000  miles.  Lessee  pays  for  excessive 
ii  and  use  Sec  your  parti(  ipating  dealer  h)r  qualification  details. 
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Science  &  Technology 


CHEMISTRY 


SWAPPING  A  TEST  TUBE 
FOR  A  SHOTGUN 

Concocting  millions  of  compounds  simultaneously  could  speed  up  drug  discovery 


Back  in  the  mid-1980s,  Australian 
scientist  H.  Mario  Gey  sen  was  a 
prophet  without  a  following.  He 
had  figured  out  a  way  to  rapidly 
combine  molecular  building  blocks  in 
many  different  ways — an  approach 
knovTO  as  combinatorial  chemistiy.  While 
conventional  chemists  could  synthesize 
only  a  few  dozen  dmglike  compounds 
a  year,  he  could  chum  out  thousands  of 
protein  ft-agments  called  peptides  in  a 
few  weeks.  That  offered  a  possible  ciu'e 
for  one  of  the  pharmaceutical  industry's 
biggest  headaches:  discoveraig  new  ding 
candidates.  The  industiy's  response?  A 
resounding  yawn.  "We  couldn't  get  the 
message  across,"  recalls  Geysen. 

Today,  nobody  is  yauaiing.  Geysen  is 
now  a  drug-discovery  chief  at  Glaxo 
Wellcome  Inc.,  his  foiTner  company  is  a 
division  of  biotech  powerhouse  Chiron 
Coii^..  and  once  neglected  combinatorial 
chemistiy  is  on  its  way  to  becoming  the 
ding  industry's  hottest  new  tool.  "Not 
since  recombinant  dna  [gene-spHcing] 
have  I  seen  a  technology  catch 
on  so  fast,"  marvels  Isis 
Pharmaceuticals  Inc.  Vice- 
President  David  J.  Ecker. 
Indeed,  drug  giants 


such  as  Merck,  Pfizer,  and  Chiron  have 
set  up  major  in-house  eftbits,  wMle  oth- 
ers insh  to  buy  companies  specializing 
in  combinatorial  approaches.  In  the  past 
year,  Marion  Merrell  Dow  Inc.  snapped 
up  Tucson-based  Selectide  Corp.  for  $58 
million,  Glaxo  paid  $538  million  for  Affy- 
max,  based  in  Palo  Alto,  Calif.,  and  Eli 
Lilly  acqim-ed  Sphinx  PhaiTnaceuticals  in 
Durham,  N.  C,  for  $72  million.  Add  in 
such  startups  as  Pharmacopeia  in 
Princeton,  N.J.,  ArQule  in  Medford, 
Mass.,  and  CombiChem  in  La  JoUa,  Cal- 
if., and  there  may  be  more  companies 
doing  combinatorial  chemistiy  than  Wall 
Street  analysts  who  imderstand  the  new 
technology,  jokes  David  K.  Stone,  man- 
aging director  of  Cowen  &  Co.  Says 
Martin  F.  Haslanger,  president  of  Lilly's 
Sphinx  subsidiaiy:  "I  don't  know  of  any 
big  phannaceutical  company  that  doesn't 
have,  or  isn't  scrambling  to  get,  a  major 
combinatorial  chemistry  effort." 

The  reason  is  the  sheer  difficultv  of 


discoveiing  new  chugs.  In  today's  tyj 
approach,  a  company  starts  with  a 
element  in  a  biological  pathway — an 
zyme  involved  in  heart  disease,  for 
ample,  or  a  cell  receptor  that  sigi 
the  immune  system  to  fight  cancer, 
trick  is  finding  a  chemical  that  binds 
these  enzyme  or  receptor  "targe 
turning  them  on  or  off  to  treat  an 
ness.  Historically,  the  odds  of  findin 
blockbuster  ding  weren't  much  bel 
than  those  of  winning  a  lottery. 
COMBING  NATURE.  Over  decades, 
dingiriakers  have  j)ainstakingly  synt 
sized  hundreds  of  thousands  of  che 
cals — one  at  a  time.  They  ai'e  comt 
the  natm-al  world,  from  rain  forests 
maiine  hfe,  for  new  compounds.  And 
cently  they've  developed  automa 
methods  for  rapidly  testing  thousand; 
chemicals  against  moleculai*  tai'gets.  Pi 
lem  is,  the  ding  hunters  still  ai-en't  e( 
ing  up  with  many  winning  lotteiy  tick 
"We  have  tai'gets  we  know  are  import 
but  haven't  been  able  to  find  moleci 
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THE  MAGIC  OF 

COMBINATORIAL 

CHEMISTRY 

Traditional  drug  chem- 
ists labor  for  days  to 
synthesize  and  analyze 
a  single  new  compound. 
With  combinatorial  chem- 
istry, a  highly  automated 
laboratory  can  produce 
and  screen  1  million  new 
compounds  in  weeks. 

DATA:  PHARMACOPEIA,  CHIRON,  BUSINESSWEEK 


Anchor  small-molecule  building  blocks  A,  B, 
and  C  to  beads  in  three  vessels.  The  bead's 
support  makes  it  easier  to  add  more  units. 

m  r 


3 


Add  more  chemical  units — labeled  D,  E,  and  F 
to  each  of  the  three  vessels.  That  creates  nine 
different  compounds. 


2 


Combine  them  in  one  dish,  then  separate  them 
again  into  three  vessels,  each  containing  a  mix- 
ture of  A,  B,  and  C. 


Repeat  1 1  more  times  to  create  nearly  1.6  milli 
substances,  then  screen  them  against  biologici 
receptors.  Ones  that  bind  are  potential  drugs. 
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If  you 
savor  growth 

and  securitYf 
give  you  an  edge. 

The  Principal  Edge.® 

A  diverse  assortment,  rolled  into  one. 

Whatever  the  flavor  of  your  personal  financial 
strategy,  the  diverse,  global  companies  of 
The  Principal  Financial  Group"  have  just  the 
assortment  you  want. 

A  complete  package  of 
annuities.  Our  new  tax-defen-ed 
variable  annuity  is  one  example. 
Choose  from  ten  different  investment 
options,  plus  a  fixed-rate  account.  And 
there  are  flexible  withdrawal  options  as 
well  as  a  death  benefit  feature. 


Stock  brokerage  and  a  variety  of 
mutual  funds.  The  Princor  family  of  mutual 
funds  provides  customers  with  flexible  investment 
options  and  convenient  account  access.  With  recent 
acquisitions.  Principal  Financial  Securities  now  has  over 
600  Investment  Consultants  in  63  offices  throughout  15  states. 

Wrap  up  an  edge  on  your  future.  With  over  $48  billion  in 
assets  under  management.  The  Principal  has  become  one  of  the  worid's 
strongest  financial  services  organizations,  serving  8.9  million  people. 
The  Principal.  Your  edge  on  the  future.  Call  1-800-986-EDGE  (3343)  Ext.  1004. 

the! 


Financial 
Group 

ife  and  Health  Insurance  •  401(k)  •  Home  Mortgages  •  Mutual  Funds  •  HMO/PPO 

Stock  Brokerage  •  Annuities 

©1995  Principal  Mutual  Life  Insurance  Company,  Des  Moines.  lA  50392-0150.    Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Wncipal)  arid  its  subsidiaries  Mutual  funds 
distributed  through  Princor  Financial  Services  Corporation,  a  registered  broker  dealer  (prospectus  available  upon  request).  Stock  brokerage  through  Principal  Financial  Securities  Inc.  (not  avai  ab  e  in  all  states). 
Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states).  Home  mortgages  available  through  Principal  Residential  Mortgages.  Inc.  (not  available  in  all  states). 
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The  approach  isn't  limited  to  drugs:  Materials  scientist: 
are  finding  applications  in  superconductors  and  chips 


that  will  interact  with  them,"  admits  Paul 
Armond,  Pfizer's  assistant  reseai"ch  and 
development  director.  And  now  that  gene 
sleuths  and  molecular  biologists  are  find- 
ing thousands  of  new  targets,  the  chal- 
lenge is  gr-eater  than  ever. 

Hence  the  immense  alliu'e  of  combina- 
torial chemistiy.  Glaxos  Geysen  estimates 
that  the  nascent  technology  already  has 
produced  more  new  compounds  in  just  a 
few  years  than  the  pharmaceutical  in- 
dustiy  previously  did  in  its  entii'e  histoiy. 

What's  more,  the  combina- 
torial approach  isn't  limited 
to  drugs.  At  the  Univei-sity  of 
California  at  Berkeley,  chem- 
ist Peter  G.  Schultz  and  col- 
leagues are  making  10,000 
new  materials  in  single  ex- 
periments. The  approach, 
Schultz  predicts,  may  be  the 
key  to  discovering  eveiything 
from  new  semiconductors  to 
superconductors.  Already,  he 
has  imcovered  a  new  material 
with  special  electromagnetic 
properties  and  founded  a 
company,  Symyx. 
"LIKE  BLASPHEMY."  The  com- 
binatorial idea  comes  not  from 
chemistiy,  but  from  the  im- 
mune system's  ability  to 
chum  out  many  types  of  anti- 
bodies. "To  the  classic  organ- 
ic  chemist,  this  is  like  blasphemy,"  says 
Scripps  Research  Institute  chemist  and 
molecular  biologist  Kim  D.  Janda, 
founder  of  CombiChem  Inc.  While  chem- 
ists pride  themselves  on  meticulously 
purifying  and  analyzing  each  chemical 
compound  separately,  combinatorial  chem- 
istiy uses  a  shotgun  approach.  The  basic 
idea:  produce  huge  numbers  of  com- 
pounds almost  at  random  by  shuffling 
around  molecular  building  blocks.  Only 
when  a  chemical  shows  interesting  bio- 
logical activity  do  scientists  go  back  and 
figure  out  the  composition.  It's  such  a 
simple  idea  that  "we  look  back  and  say, 
'My  God,  why  didn't  we  see  this  20  years 
ago?' "  says  Walter  H.  Moos,  vice-presi- 
dent for  R&n  at  Chii-on. 

The  main  reason  for  the  slow  uptake: 
Combinatorial  chemistiy's  pioneers,  such 
as  Geysen  and  Affymax,  initially  fash- 
ioned only  peptides  and  oligonucleotides, 
which  are  compounds  made  from  the 
building  blocks  of  dna.  Not  until  the 
early  1990s,  when  scientists  such  as 
Berkeley  chemist  Jonathan  A.  Ellman 


were  able  to  synthesize  collections  of 
small  organic  molecules — the  tyi)ical  raw 
material  for  drugs — did  most  of  the 
pharmaceutical  industiy  take  notice. 

Despite  the  enthusiasm,  there  are  rag- 
ing debates  over  the  best  combinatorial 
approach.  Perhaps  the  most  common 
tack,  used  at  Pharmacopeia,  Chii'on,  and 
other  companies,  is  a  "pool  and  spht" 
strategy.  Chemists  begin  by  anchoring 
different  moleculai'  building  blocks  to  sol- 
id supports  (tyi^ically  plastic  beads)  in 


PRINCE  OF  PEPTIDES:  Chiron's  robotic  clieniical-.stin 


each  of  several  containers  (diagram,  page 
116).  They  mix  the  compounds  together, 
then  divide  up  the  pool.  Chemists  then 
add  a  second  chemical  unit — a  different 
one  to  each  container — and  pool  and  split 
again.  Repeating  tliis  a  number  of  times 
can  create  millions  of  different  com- 
pounds in  a  handful  of  containers. 

If  one  of  the  compounds  "hits"  a  bio- 
logical target,  chemists  must  then  go 
back  and  figure  out  the  composition  of 
the  chemical.  One  clever  solution  is  using 
molecular  tags,  much  like  a  bar  code, 
that  keep  track  of  each  compoimd's  stnic- 
tiu'e.  But  many  chemists  think  the  pool- 
ing and  tagging  strategy  is  too  complicat- 
ed. That's  why  Merck,  CombiChem,  and 
others  are  making  thousands  of  com- 
pounds simultaneously  but  separately, 
using  robots  to  deliver  building  blocks 
to  each  vial  in  different  order.  The  most 
exotic  vei-sion  of  this  method  comes  fi'om 
a  collaboration  between  the  David  Sam- 
off  Research  Center  and  SmithKline 
Beecham.  Samoff  scientists  plan  to  put 
10,000  microscopic  test  tubes,  along  with 


a  maze  of  haii-thin  channels,  pumps 
sensors,  on  chips  the  size  of  busii 
cards.  Not  only  could  such  chips  m 
10,000  molecules  in  a  few  hour's,  but 
can  also  use  them  to  screen  the  m 
cules  against  oiu'  biological  tai'gets," 
SmithKline  r&d  chief  George  Poste. 
NO  MIRACLE  CURE.  Whichever  met 
prevails,  many  industry  experts  tl 
the  payoff  from  combinatorial  approa( 
will  be  huge.  Indeed,  drugs  produ 
this  way  are  nearing  clinical  trials.  I 
hopes  to  start  testing  a  ( 
tral  nervous  system  drug 
yeai'end.  Isis  is  excited  ah 
an  anti-AiDS  compound. 

Combinatorial  chemis 
though,  is  no  mii'acle  cm-e 
the  ills  of  dragmakers.  C^ 
i:)anies  have  leai'ned  that  s 
ply  making  racks  of  c( 
pounds  isn't  enough, 
Columbia  University  chen 
W.  Clark  Still,  founder 
Phamiacopeia.  "You  have 
make  huge  quantities  of  c 
erly  chosen  molecules," 
says.  And  to  become  dn 
compounds  also  must  be  r 
tively  nontoxic,  get  into 
right  cells,  and  stick  aroun( 
the  body  for  the  right  amo 
of  time.  That's  why  drugm 
ers  are  also  beginning  to 
multaneously  test  the  new  chemicals 
such  practical  considerations  as  absa 
tion  across  the  stomach  wall.  "The  c( 
binatorial  chemistry  bandwagon  ha 
lot  of  people  riding  on  it,"  warns  Geys 
"But  few  appreciate  what  it  takes 
make  it  practical." 

Still,  even  skeptics  agi-ee  that  it  n 
be  the  best  hope  for  finding  truly  no 
drugs  for  previously  intractable  dise 
es.  And  once  a  potential  dnag  is  fou 
the  technology  can  quickly  generate 
its  possible  relatives,  increasing  1 
chances  of  finding  the  best  versioi 
and  helping  a  company  stake  out 
strong  patent  position. 

The  bottom  line:  Combinatorial  che 
istry  could  transform  drug  discovt 
and  new  material  synthesis,  much 
gene  splicing  stood  modem  biology 
its  head.  "It's  a  revolutionaiy  technc 
gy,"  says  biochemist  James  Rothman 
Memorial  Sloan-Kettering  Cancer  C- 
ter  All  companies  need  to  do  is  figi 
out  how  best  to  use  it. 

By  John  Carey  in  Washivgt 


i  year 
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Think  locally.  Act  globa 


KOMAfSU 


If  you've  ever  wondered  who 
connects  the  core  of  the  Internet 
together,  the  answer  is  Cisco. 

In  fact,  more  than  80%  of  the 
routers  thai  connect  the  core  of 
the  Internet  bear  the  Cisco  name. 

And  it's  these  routers  that  keep 


our  planet's  information  moving 
on  the  Internet,  24  hours  a  day, 
7  days  a  week.  Without  excuses. 

So  a  busy  network  manager  can 
access  the  Web  and  download  the 
critical  information  she  needs,  at 
the  very  moment  she  needs  it. 


A  sales  executive  can  connec 
notebook  to  an  airport  dataph 
and  grab  the  latest  leads,  e-mt 
and  price  changes  before  board 
a  flight  to  her  next  meeting. 

A  school  teacher  can  teach 
weather  in  real-rime,  using  m 


Welcome  To 


Planet  Internet. 


Tr  A  N  S  P  O  RT  AT  I  O  N 


Provided  By 


Cisco  Systems. 


d  that  same  morning  by  the 

nment  weather  service. 

the  information  on  our  planet 

love  freely,  across  countries, 

'.ones,  and  continents. 

)m  the  Internet  to  the  global 

etworks  of  the  world's  largest 


organizations,  no  other  company  in 
the  world  today  can  offer  you  the 
experience  and  expertise  available 
to  you  from  Cisco  Systems. 

And  we  can  put  it  all  to  work 
for  your  organization  today. 

Give  us  a  call  at  1-800-859-2726. 


Or  visit  our  site  on  the  World  Wide 
Web  itself  at  http://www.cisco.com. 
And  look  around. 

We'll  show  you 
how  all  of  your 
information  can 
travel  by  first  class. 


iHiiiiiiiia 

n  8  C  I)  S  U  I  E  M  s 


THE  NETWORK  WORKS 
NO  EXCUSES"' 


Remember  your  first  time  driving  all  by  yourself? 

This  is  better. 


1 


You  PULLKIJ  oiiT  ol  tlie  driveway,  gave  mom  and  dati 
a  wave,  and  experierued  an  excitement  and 
freedom  you'd  never  known  before. 

The  1995  Jaguar  XJS  4.()L  Convertil)le  has 
ihe  [lerloi  inanee  and  stunning  looks  to  get  tliat 
leeling  haek-in  a  hurry.  A  poleni  new  237  HP  AJ16 
engine  generates  more  horsepower  llian  last 
year's  model,  and  integrates  a  new  state-ol- 


the-art  engine  management  system.  Of  course, 
every  XJS  features  such  amenities  as  Connolly 
leather,  walnut  fascia  and  trim,  and  is  backed  by  a 
four-year/,5(),(J()0  mile  warranty.* 

The  199.5  XJS  4.0L  Convertible.  After  all.  why 
should  teenagers  have  all  the  lun';*  For  more 
information   and   your  nearest 
dealer,  call  1-8U0-4-JAGUAR.  JAGUAR 


Enjoy  lomorrotv.  Hiu  kle  iif/  todai,.  ^Sce  your  tU'dkr for  a  cop)  of  this  liniilrd  imrranl}. 


evelopments  to  Watch 


MTED  BY  NEIL  GROSS 


A  MINERAL  ANTIDOTE  TO  GLOBAL  WARMING 


W  ONE  IS  SURE  JUST  HOW 

jerious  the  "greenhouse 
effect"  is.  But  if  scientists 
conclude  that  a  further 
juildup  of  carbon  dioxide 
jas  in  the  atmosphere  will 
•ause  a  big  increase  in 
global  temperatures,  a  Los 
4.1amos  National  Labora- 
tory team  stands  ready 
f/ith  a  costly  but  effective 
solution. 

Los  Alamos  physicist 
Klaus  S.  Lackner  says  it 
should  be  possible  to  separ- 
ate carbon  dioxide  gas  out 


of  the  smoke  from  fossil- 
fuel-burning  plants,  and 
then  mix  it  with  certain 
minerals  such  as  magne- 
sium oxide  or  calcium  ox- 
ide, probably  at  high  tem- 
peratures. Carbon  in  the 
gas  would  permanently 
bind  to  the  minerals,  keep- 
ing it  out  of  the  atmos- 
phere. Lackner  estimates  it 
would  cost  about  5^  to  soak 
up  the  carbon  dioxide 
formed  in  the  production  of 
a  single  kilowatt-hour  of 
electricity — figuring  in 


no  ultralight  experi- 
mental plane:  The 
SR20  is  a  four- 
seat  aircraft 
with    a  200- 
horsepower 
Teledyne  Con- 
tinental Motors 
engine  that  pro- 
vides a  cruising 
speed  of  160  knots 
(185  mph). 

Expected  to 
go  for  $130,000 
when  it's  in- 
troduced in 
1997,  the  sin- 
gle-engine 
SR20  aircraft 
has  an  all-com- 
posites airframe 
also  designed  for  safety.  The 
structure  is  engineered  to 


protect  people 
in   the  cabin 
area  by  de- 
flecting the 
initial  impact 
and  absorbing 
shock,  should 
a  mishap  occur 
at  an  altitude 
too  low  to  deploy 
the  chute. 

Cirrus  Design  has 
been  developing 
the   SR20  since 
1990.  The  proto- 
type  plane  made 
its  maiden  flight 
on  Mar.  31.  Now, 
the  Duluth  (Minn.) 
company  is  raising 
$10  million  to  complete 
the  required  flight  tests  and 
start  up  production. 


ONE  GIANT  STEP  FOR  GELS 


jlltheripgord, 

the  plane 
lOats  down 

NIOR   EXECUTIVES  MAY 

ve  golden  parachutes  to 
[ten  their  landings,  but  any 
inager  who  pilots  a  private 
me  can  soon  get  something 
en  more  comforting:  an 
'craft  parachute.  No  need 

jump  to  use  it — this 
ute,  which  weighs  just  80 
unds,  lowers  the  entire 
rplane  slowly  to  the 
ound.  It  will  be  the  main 
fety  feature  on  Cirrus  De- 
?n  Corp.'s  SR20,  the  first 
ane  certified  by  the  Fed- 
al  Aviation  Administration 

come  equipped  with  its 
m  safety  net.  And  this  is 


there's  nothing  strange 
about  Jell-0  congealing 
when  the  mercury  drops.  It 
is  trickier  to  make  a  gel 
that  hardens  in  heat  and 
turns  back  into  a  liquid 
when  cooled.  Massachusetts 
Institute  of  Technology 
physicist  Toyoichi  Tanaka 
has  spent  most  of  his  20- 
year  career  researching 
such  unusual  polymer  gels. 
His  patented  "smart  hydro- 


gels"  jump  through  phase 
changes,  shrink  down,  or 
expand  thousands  of  times 
in  response  to  changes  in 
temperature,  light,  electric 
or  magnetic  fields,  or  chem- 
ical stimuli. 

These  aren't  idle  parlor 
tricks.  The  company  Tanaka 
co-founded  in  1992  in  Bed- 
ford, Mass.,  called  Gel  Sci- 
ences Inc.,  will  soon  start 
spinning  gels  into  commer- 


everything  from  construc- 
tion of  treatment  plants  to 
mining  and  crushing  the 
mixing  ores.  That's  equal  to 
the  roughly  5c  per  kilo- 
watt-hour to  produce  the 
electricity  in  the  fii'st  place. 

Still,  that  would  be 
cheap  if  the  alternative  is 
having  the  polar  ice  sheets 
melt  and  flood  coastal  cities 
from  New  York  to  Tokyo. 
Says  Lackner:  "I  view  this 
as  an  insurance  policy."  A 
scholarly  paper  on  the  sub- 
ject has  been  accepted  by 
Energy,  the  International 
Journal. 


cial  products.  First  out  the 
door,  in  mid-1996,  vdll  be  a 
golf  shoe  designed  with 
partner  Titleist  &  Foot-Joy 
Worldwide  in  Fairhaven, 
Mass.  A  gel  in  the  shoe  up- 
per warms  to  the  wearer's 
body  temperature  and 
matches  the  contours  of  the 
wearer's  foot:  If  that  aching 
foot  starts  to  swell,  the  shoe 
adjusts. 

Next,  the  company's  medi- 
cal subsidiary,  called  Gel- 
Med,  will  seek  Food  &  Drug 


INNOVATIONS 


e  Mechanical  engineers  at  the 
Univei-sity  of  Illinois  at  Chica- 
go ai'e  building  a  viitual  facto- 
ry (above).  By  donning  spe- 
cial glasses  and  gazing  at 
4-by-6-foot  displays  laid  out 
like  di-afting  tables,  plant  man- 
agers in  different  cities  will 
be  able  to  convene,  inspect 
moving  machineiy,  and  share 
360-degree  views  from  any  lo- 
cation on  the  factoiy  floor 
■  NEC  Coip.  has  built  a  snake- 
Uke  inspection  robot  that  will 
slither  tbrough  the  rabble  of 
collapsed  buildings  to  find  sur- 
vivors. An  "active  universal 
joint"  allows  uixlown  and  left- 
right  movement  for  each  of 
the  snake's  segments, 
n  Catheters  and  endoscopes 
let  doctors  peek  inside  pa- 
tients' bodies.  But  one  day, 
computer  software  could  pro- 
vide new  glimpses  noninva- 
sively.  Pennsylvania  State 
University  electrical  engineer 
William  E.  Higgins  and  vida 
Technologies  Inc.  in  Iowa  City, 
Iowa,  are  ci'eating  moving  im- 
ages of  patients'  aii-ways  and 
digestive  tracts  by  digitally 
compiling  data  fr"om  CT  scans. 


Administration  approval  to 
test  therapeutic  and  cosmet- 
ic gels.  One  of  these,  a  "re- 
verse" thermal  gel  that  is 
liquid  at  room  temperature 
and  viscous  at  98.6  degrees, 
could  be  used  to  dehver  eye 
medications.  A  few  drops 
would  spread  evenly  over 
the  eye  to  fonn  an  ultrathin 
hquid  sheath,  allowing  for 
continuous,  slow  release  of  a 
drug.  GelMed  is  in  early  dis- 
cussions with  several  drag 
companies. 
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We  say^  ^^Relax  and  get  a  S/390  server^ 


Chances  are,  it  may  seem  impossible  to  make 
eryone  happy  when  you  take  all  their  demands 
to  account.  In  fact,  the  S/390  Parallel  Enterprise 
!rver "  is  the  only  CMOS-based  sei-ver  that  can  run 
1  the  hot  new  UNIX"  and  client/server  applications 
lat  keep  your  business  growing  (with  products  such 
Sybase  Open  Client/Open  Server  and  PeopleSoft), 
i  well  as  all  the 

ainframe  appli-  Can  y  O  U  r  S  e  r 
itions  that  keep 

operating  on  solid  ground.  Of  course,  the  S/390 
i;rver  must  work  with  all  your  other  computer 
'Stems  in  order  to  do  this. 

The  S/390  server  connects  to  all  standard 
etworks,  both  wide  area  and  local  area,  so  you 
an  add  new  and  difterent  computers  or  even 
onnect  directly  to  computers  outside  your  com- 
any  s  network. 

Those  who  value  security  will  be  reassured 
)  know  that  the  S/390  Parallel  Enterprise  Server 
rotects  against  unauthorized  access  to  crucial  infor- 
lation,  and  can  automatically  back  up  data  stored 


on  local  area  network  servers  or  desktop  systems. 

Those  who  need  access  to  information  on  a 
24-hours-a-day,  it-has-to-be-there  basis  will  find 
they  have  exactly  that.  Because  the  S/390  server 
stays  up  and  running  even  when  changes  are 
being  made  to  your  system. 

Everyone  in  your  company  is  going  to  want 

the  speed  that  the 
V  e  r    do     this?       new  S/390  server 

brings.  Its  advanced 
parallel  processing  allows  peo{)le  in  your  company 
to  get  answers  to  questions  that  couldn't  even  be 
asked  before,  at  a  cost  that  malvcs  it  all  practical. 

So  rest  easy.  The  S/390  Parallel  Enterprise 
Server  will  give  everybody  wliat  theyVe  looking 
for.  Call  us  at  1  800  IBM -3333,  ext.  CA203,  to 
learn  more  about  the  S/390  server 

Or,  if  you're  on  the  Net,  visit  our  home  page 
at  http://www.s390.ibm.com 


Solutions  tor  a  small  planet' 


Jl  and  S/390  are  registered  Irademarks  and  S/390  Parallel  Enterprise  Server  and  Solutions  lor  a  small  planet  are  trademarks  ot  Intetnalional  Business  Mactiines  Corporation  UNIX  is  a  registered  trademark  in  ttie  United  States  and  ottier  countries, 
insed  exclusively  through  X/Open  Company  Limited  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  ot  their  respective  companies  The  IBM  home  page  can  be  found  at  http  //www  ibm  com  ©1995  IBM  Corporation' 


MANAGEMENl 


Once  every  month,  the  top  officers  of  the  company 
gather  around  a  large  conference  table  to  discuss 
the  most  intimate  details  of  operations.  They  reveal 
profit  and  sales  figures,  woi'k  in  progi'ess,  and  in- 
coming orders.  Sitting  in  the  audience — yes,  the 
audience — are  more  than  40  managers  from  such 
companies  as  Digital  Equipment,  Mobil,  Eastman  Kodak, 
and  Union  Pacific. 

They  are  here,  at  itty-bitty  Springfield  ReManufacturing 
Corp.  in  the  Ozark  mountains  of  southern  Missouri,  to 

learn  about  a  con- 
cept called  "open- 
book  manage- 

  ment,"  which  has 

propelled  this  pri- 
vate, $104  million  company  to  cult  status  in  business  circles. 
Over  the  years,  more  than  2,400  outsiders  have  trekked  to 
Springfield,  Mo.,  to  sti'oll  through  a  gritty  plant  where  work- 
ers reassemble  diesel  engines  and  to  sit  in  on  the  90-niinute 
meeting. 

Springfield  is  just  one  of  many  management  meccas  visit- 
ed by  tens  of  thousands  of  acolytes  every  year.  Medieval 
pilgi'ims,  beset  by  pestilence,  war,  and  famine,  sought  se- 
renity and  certainty  at  Canterbuiy,  Santiago  de  Compostela, 


Cover  Story 


or  Assisi.  Today's  coi'porate  palmers,  ravaged  by  the  mode 
scourges  of  globalization,  downsizing,  and  technological  chanj 
look  for  solutions  and  security  at  Motorola,  Microsoft — a: 
Springfield  Re.  Some  2,000  devotees  stream  through  AT 
Universal  Card's  superefficient  telephone  customer  servi 
center  in  Jacksonville,  Fla.,  eveiy  year,  at  $375  a  pop.  Mo 
than  5,000  supplicants  have  sojomned  at  Federal  Express' 
pansive  overnight  package  facility  in  Memphis  for  a  $ 
midnight  hub  tour  and  all-day  seminar  usaa,  the  San  Ant 
nio-based  insurer,  has  drawn  more  than  2,100  seekers  to 
monthly  program  from  such  far-flung  locales  as  Austral 
Italy,  Japan,  South  Korea,  and  South  Africa. 
"GOGGLE-EYED."  They  come  for  inspiration,  for  ideas,  ai 
for  fun.  "People  run  through  some  of  these  companies 
droves,  as  if  they  were  theme  parks  for  management,"  sa 
Gerald  Ross,  co-founder  of  Change  Lab  International, 
Stamford  (Conn.)  consulting  firm.  "They  come  out  of  the 
places  goggle-eyed." 

More  is  going  on  here  than  sightseeing,  though.  The  visi 
usually  represent  a  serious  effort  to  absorb  what  works  at  t. 
best  companies  in  the  hope  of  applying  those  precepts  back 
home.  The  phenomenon  also  reflects  a  shaip  change  in  peree 
tions  of  the  health  of  Corporate  America.  It's  the  stando 
U.  S.  success  stories  that  are  drawing  most  of  these  wandf 
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1ECCAS 


Everyone  seems  to 
be  studying  U.S. 
corporate  stars 


;  managers — in  contrast  to  the  mid-1980s,  when  plane- 
ds  of  executives,  fretting  about  declining  U.  S.  competitive- 
3S,  routinely  traveled  through  factories  in  Japan  in  search 
ideas.  "There's  a  lot  more  in  America  to  see  and  digest 
ht  now  than  ever  before,"  says  Norman  Bodek,  president 
Productivity  Inc.,  a  firm  that  organizes  industrial  visits, 
is  year,  Bodek  will  lead  only  one  study  mission  for  manag- 
.  to  Japan,  down  from  six  or  seven  a  year  in  1985  and  1986. 
The  intense  interest  in  examining  the  best  that  American 
lustry  has  to  offer  is  an  outgi'owth  of  the  benchmarking 
ivement  of  the  early  1980s,  and  it's  yet  another  example  of 
;  thriving  marketplace  for  business  ideas.  To  become  more 
icient,  executives  are  gobbling  up  business  books,  hiring 
ire  consultants,  and  paying  gi'eater  attention  to  the  expand- 
;  roster  of  management  gurus.  It's  only  natural  that  they 
)uld  try  to  learn  from  one  another,  too. 
WHiat  is  it  about  these  cult  companies  that  draws  so  much 
ention?  Each  of  them  has  gained  a  reputation  for  excellence 
something,  whether  it's  superb  customer  service  or  tnje 
)duct  innovation.  Some  offer  visitors  the  opportunity  to  ob- 
•ve  how  a  voguish  concept,  from  "open-book  management" 
"self-managing  teams,"  works  in  practice.  Almost  all  of 
3se  organizations  have  gained  outside  recognition,  by  win- 
ig  plaudits  from  a  management  guru  or  the  media,  by 


capturing  a  Baldrige  Quality  Awai'd,  or  simply  by  earning  the 
admiration  of  competitors  for  solid  records  of  profitability 
or  revenue  gi'owth. 

Like  any  human  enterprise,  they  can  stumble,  and  their 
cult  status  may  be  fleeting.  For  years,  hordes  of  visitors 
roamed  through  Stew  Leonard's  supermarket  in  Noi-walk, 
Conn.,  which  had  been  hailed  by  management  gum  Tom  Pe- 
ters as  a  model  of  customer-focused  retaihng.  Managers  from 
Citicorp,  Procter  &  Gamble,  and  IBM  flocked  to  the  circuslike 
store  with  its  singing,  mechanized  fami  animals  and  petting 
zoo.  "The  store  became  a  hot  spot,  particularly  for  the  Japa- 
nese," recalls  Peters.  "They  came  by  the  jillions" — until  1993, 
when  the  company's  folk  hero  and  founder.  Stew  Leonard  Sr., 
was  sentenced  to  four  years  in  prison  for  his  role  in  a  tax- 
fraud  scheme.  The  company  says  visits  have  since  rebounded. 
And  despite  a  recent  earnings  plunge  at  RubbeiTnaid  Inc. 
(page  80),  the  company  remains  a  magnet  for  executives 
hoping  to  pick  up  a  little  of  its  new-product  magic. 

Most  managers  yearn  to  visit  the  headquarters  and  plants 
of  high-profile  corporations — the  hkes  of  Motorola,  Hewlett- 
Packard,  Microsoft,  and  Wal-Mart.  No  surprise  there.  But 
these  pilgrims  also  wind  their  way  to  much  less  familiar 
sites,  such  as  Springfield  Re  and  JohnsonviUe  Foods,  a  She- 
boygan (Wis.)  sausage  maker,  where  they  learn  how  "self- 
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managing  teams"  have  transfor-med  a  floundering  family  busi- 
ness into  a  dynamic,  fast-gi'owing  company.  "At  first,  I  could- 
n't believe  that  anyone  would  be  interested  in  what  some  sau- 
sage company  in  Wisconsin  was  doing,"  says  Ralph  F.  Stayer, 

Johnsonville's  CEO. 
"But  it  has  been  truly 

    amazing." 

Johnsonville's  Stay- 
er and  Springfield  ReManufacturing's  CEO,  Jack  Stack,  have 
become  widely  quoted  gurus  in  their  own  rights,  thanks 
to  their  companies'  fame.  They've  written  business  books, 
they  tour  the  lecture  circuit,  and  they  spend  several  days  a 
week  consulting  while  still  holding  down  their  jobs.  Stayer 
averages  25  speeches  a  year.  Stack  says  revenues  from 
Springfield's  "Great  Game  of  Business"  tour,  videos,  books. 


and  consulting  business  will  hit  $1.8  million  this  yeg 
Yet  another  cult  company  off  the  beaten  path  is  Linco: 
Electric  Co.,  a  Euclid  (Ohio)  maker  of  arc  welders  and  welt 
ing  supplies  that  has  long  been  considered  a  model  of  how 
motivate  employees  and  hike  productivity.  Since  1983,  near 
12,000  outsiders  have  visited  Lincoln's  headquarters  and  fa 
tory  to  leam  about  the  company's  innovative  incentive  plan 
General  Motors  Corp.  alone  has  sent  more  than  120  people 
Lincoln  Electric,  and  gm's  Saturn  unit  has  publicly  acknovs 
edged  that  it  has  borrowed  some  ideas  from  the  company. 

So  widespread  has  the  company  tour  become  that  son 
consulting  flirms,  including  Boston  Consulting  Group  Inc.  ar 
CSC  Index  Inc.,  now  commonly  use  such  on-site  visits  as  a  k( 
part  of  their  problem-solving  methodologies.  Managemei 
teams  in  the  midst  of  efforts  to  revamp  theii*  own  companif 


A  TOUR  GUIDE  TO  MANAGEMENT  MEOOAS 


Dozens  of  U.  S.  companies  now  offer  formal  workshops, 
seminars,  and  tours  for  outsiders  who  want  to  know 
how  they  manage  employees  and  operations.  Here's  the 
rundown  on  some  of  the  most  popular  places. 


AT&T  UNIVERSAL  CARD 


PROFILE  PROGRAM  Day-long  program  and  tour  of  customer 
service  center  handling  1.5  million  calls  a  month.  Features 
lively  and  candid  presentations  by  managers  from  depart- 
ments of  information  services,  quality,  customer  relations,  and 
human  resources.  There's  also  a  gee-whiz  demo  of  Universal's 
high-tech  systems,  which  allow  employees  to  pull  up  complete 
records  on  customers  calling  in  even  before  the  staffers  pick 
up  the  phone.  Buffet  lunch  in  company  cafeteria  features 
managers  and/or  employees  at  each  table.  Day  ends  with  Q&A 
session  with  a  top  executive.  Maximum  group  is  25;  held  every 
Tuesday  and  Wednesday. 
COST:  $375  ($285  for  nonprofit  visitors) 

CONTACT:  Paula  Chaon, 
Jacksonville,  Fla. 
800  682-7759 


WALT  DISNEY 


DISNEY'S  APPROACH  TO 
PEOPLE  MANAGEMENT; 
QUALITY  SERVICE; 
CREATIVE  LEADERSHIP; 
ORIENTATION  Your  children 
m\\  envy  your  visit  to  these 
business  briefings  by  Dis- 
ney: Each  of  the  four  core 
programs  includes  passes 
to  Disney's  theme  parks. 
In  the  People  Manage- 
ment seminar,  Disney 
managers  explain  the 
company's  "pixie-dust"  for- 
mula for  managing  and  tell 
how  you  can  sprinkle  it  on 
your  own  organization. 
Theme  park  managers  do 
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most  of  the  presentations.  There's  even  a  tour  of  Disney's  hi 
infrastructure,  the  six-acre  underground  tunnels  beneath  tl 
Magic  Kingdom.  Maximum  group  size  is  70;  held  at  least  mc 
COST:  $2,295  for  3!^-day  sessions,  including  three  nights  a 
ney  Yacht  Club  or  Contemporary  Resort  hotel  and  free  pa 
to  Disney's  theme  parks;  $1,480  for  2J^-day  orientation  semi 
CONTACT:  Disney  University  Professional  Development  Se 
nars,  Lake  Buena  Vista,  Fla.  407  824-4855 


FEDERAL  EXPRESS 


FEDERAL  EXPRESS  QUALITY  FORUM  Night  owls  will  love 
intriguing  glimpse  into  FedEx's  expansive  package-handli 
cility.  The  hub  tour  begins  at  10:30  p.m.,  just  as  planes  an 
scending  here  to  drop  off  and  load  packages  for  next-day 
ery.  The  next  morning,  visitors  hear  managers  discuss  the 
company's  "people-service-profit"  philosophy  as  well  as  it; 
man-resource  and  customer  service  policies.  A  vice-presi( 
spends  an  hour  before  lunch  answering  questions.  After  1 
members  of  a  "quality  action  team"  discuss  their  work.  F( 
ends  the  day  with  a  highly  popular  session  on  how  it  mea 
service  quality.  Maximum  group  size  is  35;  held  tvwce  mo 
special  group  forums  also  available. 
COST:  $250,  including  lunch  and  the  late-night  hub  tour 
CONTACT:  Dolores  Green,  Memphis  901  395-3461 


JOHNSONVILLE  FOODS 


LEADING  THE  JOURNEY  Full-day  workshop  begins  at  8:30 
over  coffee  and  sweet  rolls  at  City  Streets,  a  local  restaur: 
on  the  Lake  Michigan  waterfront.  There's  an  hour-long  sli 
show  on  the  company's  move  to  self-managing  teams  befo 
the  program  highlight — a  freewheeling  two-hour  session 
five  employees  and  managers.  The  picnic  lunch  features  J 
sonville  bratwurst  and  Italian  sausage.  Afternoon  session: 
plore  the  company's  incentive-pay  plans  and  mistakes.  Er 
4  p.m.  Drawbacks?  The  restaurant  is  the  closest  you  get  ti 
Johnsonville,  located  sbc  miles  away  The  company  stoppe 
ing  plant  tours  after  employees  complained  that  chats  m\ 
outsiders  prevented  them  from  doing  their  work.  Maximu 
group  size  is  25;  workshops  are  held  monthly 
COST:  $235,  including  lunch  and  a  copy  of  CEO  Ralph  Sta; 
book,  Flight  of  the  Buffalo 


(tinely  visit  dozens  of  these  shrines  before  tackling  their 
n  transformations.  Groups  of  managers  from  Nynex  Corp., 

example,  recently  visited  an  astounding  152  separate 
npanies,  including  British  Airvi^ays,  mci,  and  Roto-Rooter, 
glean  workable  ideas  that  they  could  apply  to  a  major  re- 
(ineering  effort.  Managers  fi-om  (JTE  Coip.  raced  thi-ough  80 
npanies  for  the  same  purpose  in  the  summer  of  1992. 
iLING  THE  FABRIC.  Proponents  of  the  corporate  hajj  say 
!h  trips  allow  them  to  see  how  various  strategies  work  in 
ictice,  rather  than  merely  consider  a  new  approach  in  the 
itract.  "You  get  a  real  sense  for  the  culture  of  a  company, 

what  the  people  are  like  and  what  the  place 
iks  like,"  says  Jay  Michaud,  a  vice-president 
;h  CSC  Consulting.  "There  is  a  real  thirst  and 
id  for  these  visits  because  most  of  the  innova 


tion  in  business  today  is  happening  in  the  field."  As  William 
LeStage,  a  Nynex  assistant  vice-president,  puts  it:  "You 
get  to  know  what  kind  of  wood  it  takes  to  make  shingles, 
and  what  kind  of  leather  you  need  to  make  shoes." 

Visits  to  AT&T  Universal  Card,  Delta  Air  Lines,  and  ge 
Credit,  for  example,  convinced  LeStage  and  his  colleagues 
that  large  service  centers— with  1,500  to  2,000  employees — 
boasted  far  greater  efficiencies  and  competitive  advantages 
than  did  Nynex'  smaller  centers,  which  average  55  employ- 
ees each.  "It's  much  more  difficult  to  change  pricing  policies 
or  launch  new  products  when  you're  dealing  with  hundreds 

of  work  centers,"  says  Le- 
Stage. Nynex  is  now  consol- 
idating 374  customer-contact 
centers  with  a  total  of  20,500 


kCT:  Elaine  Crawford,  Sheyboygan, 
14  459-7139 


ROLA'S  QUALITY  BRIEFING  Aficiona 
the  quality  movement  have  made 
op  a  must.  This  eight-hour  seminar 
es  managers  with  an  inside  glimpse  of 
otorola  created  and  manages  its  Six 
quality  culture.  The  session  also  in- 
.  segments  on  "total  cycle  time  reduc- 
Lud  "total  customer  satisfaction."  In 
;ernoon,  visitors  hear  how  Motorola 
•sitj'  spreads  the  quality  gospel.  The 
igs  have  become  so  popular  that  Motor- 
m  brings  the  show  on  the  road  (this 
)  hotels  in  Phoenbc  and  Austin).  An  added  bonus: 
limited  time,  Motorola  is  giving  the  first  50  partici- 
a  free  cordless  telephone.  Held  eight  times  a  year. 

$395,  including  continental  breakfast  and  lunch 
\CT:  Abbi  Sedivec,  Schaumburg,  111.  708  576-7917 


SATURN 


ATURN  PUNT  TOUR  AND  PRODUCTIVITY'S  HIGH- 
IRMANCE  WORKSHOP  For  car  buffs  and  manufacturmg 
you  can't  beat  this  two-day  program  featuring  a  tram 
f  General  Motors'  innovative  Saturn  factory.  The  pro- 
5  focus  is  on  employee  involvement  and  "visual  con- 
— a  way  to  organize  a  factory  more  efficiently.  The  morn- 
ur  is  followed  by  lunch  and  a  Q&A  session  with  two  or 
Saturn  employees  who  describe  their  team-based  ap- 
h  to  work.  After  the  first  day,  visitors  hole  up  in  a  local 
for  a  workshop  in  Japanese  manufacturing  concepts  and 
hey  relate  to  the  Saturn  experience.  Maximum  group 
;  60;  held  once  a  month. 

$895,  including  lunches  and  "high-performance  produc- 

workshop  by  Productivity,  Inc. 
\CT.  Maureen  Fahey,  Norwalk,  Conn. 
16-3777.  Saturn  tour  in  Spring  Hill,  Tenn. 


PRINGFiELD  REMANUFACTURING 


JREAT  GAME  OF  BUSINESS  Two-day  seminar  on  "open- 
management"  begins  with  story  of  company's  spin-off 
International  Harvester  and  the  decision  by  owner-man- 


agers to  train  employees  to 
understand  the  company's  fi- 
nancial and  to  share  that 
data  with  them  on  a  regular 
basis.  Visitors  are  shuttled 
from  the  headquarters  building 
to  a  gritty  plant  where  engines 
are  remanufactured.  The  day's 
highlight:  Guests  are  allowed  to 
sit  in  on  the  monthly  meeting  at 
which  the  company's  managers  and 
employees  go  over  all  the  numbers. 
"Nobody  holds  back  even  though  we 
have  visitors  here,"  says  CEO  Jack 
Stack.  "You  can't.  The  numbers 
have  got  to  come  out.  And  you  see 
the  anger,  frustration,  and  humor  of  it 
all."  Maximum  group  size  is  50;  seminars  are  held  monthly 
COST:  $1,250,  including  two  nights  of  lodging,  all  meals,  and 
an  autographed  copy  of  Stack's  book  The  Great  Game  of 
Business 

CONTACT:  Charlotte  Ecksley,  Springfield,  Mo. 
800  386-2752 


USAAl 


THE  QUALITY  JOURNEY  Who  said  you  can't  get  a  free  lunch 
anymore?  This  private  insurance  company  not  only  feeds  visi- 
tors breakfast  and  lunch  but  doesn't  charge  for  its  day-long 
program.  A  company  van  even  picks  up  guests  at  a  local  Marri- 
ott at  7:50  a.m.  and  returns  them  at  the  end  of  the  program  at 
5:15  p.m.  The  morning  sessions  focus  on  the  company's  em- 
ployee-friendly culture,  its  emphasis  on  customer  satisfaction, 
and  its  "continuing  strides  to  excellence."  Visitors  walk 
through  the  largest  private  office  building  in  the  world  to  one 
of  five  cafeterias  for  lunch  with  a  USM  executive.  In  the 
afternoon,  they  attend  one  of  three  breakout  sessions  on  in- 
formation services,  customer  service,  or  human  resources  and 
training.  "What  really  wows  them  is  the  building,"  says  a 
USAA  spokesman.  "1  don't  care  if  they  are  from  IBM.  No  one 
has  ever  seen  a  building  so  intelligently  designed  for  employ- 
ees." Maximum  group  size  is  60;  no  more  than  three  visitors 
from  one  company  at  any  time;  program  is  held  monthly. 
COST:  Free 

CONTACT:  Angelo  de  Guttadauro,  San  Antonio 
210  498-0902 
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employees  into  53  with  14,700 
employees. 

Managers  keen  to  implement  a 
new  idea  also  want  to  talk  to  oth- 
ers who  have  been  through  the  ex- 
perience. "Everybody  just  wants 
to  see  something  working,"  says 
Springfield  Re's  Stack.  "Before 
they  buy  another  car,  they  want 
to  see  the  engine  is  there  and  the 
tires  are  brand  new.  They  come  in 
here  and  look  under  the  hood,  and 
they  have  a  revelation." 
PONY  SHOWS?  Some  critics,  howev- 
er, chai-ge  that  these  "best  prac- 
tice" workshops  and  visits  are  so  brief,  superficial,  and  stage- 
managed  that  they  amount  to  little  more  than  industrial 
touiism.  Teams  of  managers  often  jump  from  one  comjmny  to 
the  next,  delving  no  deeper  than  the  jet-lagged  traveler  on  a 
seven-countries-in-seven-days  tour.  Skeptics  also  charge  that 
companies  try  too  har-d  to  put  on  a  carefully  prepared  show 
that's  long  on  hoopla  and  short  on  reahty.  "Many  of  these 
companies  aren't  as  good  as  they  are  cracked  up  to  be,  so 
you're  getting  packaged  answers  and  the  party  line,"  says 
Change  Lab's  Ross.  "When  you  have  a  few  beers  with  a 
manager  late  in  the  evening,  you  usually  find  out  the  i-eal  sto- 
i-y."  Another  consultant,  paid  to  lead  a  gi'oup  of  BellSouth 
Corp.  managers  through  Intel  Corp.,  jokes  that  the  high- 
light of  their  visit  was  a  sighting  of  Intel  ceo  Andrew  S. 
Grove  with  Microsoft  Chainnan  William  H.  Gates  III  in  the 
company  cafeteria. 

Even  so,  most  managers  who  ti'avel  tliis  business  cii'cuit  do 
so  to  lay  the  gi'oundwork  for  major  changes  in  their  own  or- 
ganizations. Earlier  this  year,  for  example,  a  group  of  21 
"change  agents"  fi'om  Munich-based  Siemens  Nixdorf  came  to 
the  U.  S.  to  make  the  rounds.  Each  manager,  selected  by 
the  board  of  directors,  has  been  chai'ged  with  a  specific  mis- 
sion, fi'om  helping  launch  a  business  unit  to  increasing  intei'- 
national  sales  for  Europe's  second-largest  computer  maker. 
Members  of  the  gi'oup  visited  50  U.  S.  companies,  studying 


BY  THE  NUMBERS 

Springfield 
ReManufacturing  spreads 
the  gospel  on  sharing  key 
information  with  workers 


SAFETY  FIRST:  REBUILDING 
A  DIESEL  ENGINE 


operational  efficiency  at  Fedei 
Express  Corp.  and  product  leade 
ship  at  3M.  "The  visits  were 
ceptionally  fruitful,"  says  Tyrone 
Mon-is,  a  Siemens  Nixdorf  financ 
controller  whose  title  is  no 
"change  agent." 

Morris'  task  is  to  help  Sieme 
ci'eate  an  information-systems  oi 
soui'cing  business.  So  he  also  visit 
several  outsourcing  companies, 
eluding  Roadway  Logistics  Systen 
which  has  taken  over  distributi 
for  Dell  Computer.  "My  stratej 
was  to  learn  and  learn  and  lean 
says  Morris.  "We  discussed  lots  of  ideas,  and  we  built  up 
network  of  people  to  rely  upon  in  the  future.  I've  alrea( 
called  some  of  the  people  I  met  on  the  trips  for  advie( 
One  contact,  for  example,  infonned  him  of  the  steps  necessa 
to  develop  the  best  sales  prospects  for  outsourcing. 

How  much  of  what  they  learn  can  managers  actually  app 
to  their  own  companies?  Sometimes,  not  much — especial 
when  there's  a  wide  gulf  between  corporate  or  national  ci 
tures.  After  recently  touring  Universal  Card's  facility 
Jacksonville,  where  visitors  are  often  dazzled  by  the  upbe 
work  culture,  Santiago  Mufioz  is  skeptical.  Muhoz,  a  plannii 
manager  for  Madrid-based  Airtel,  went  through  Univers 
Card  in  search  of  inspiration  and  ideas  for  a  cellulai-telepho) 
startup  in  Spain.  But  he  doubts  that  he  could  transpla 
Universal  Card's  measure-and-monitor  approach  to  Spai 
where  woi'kers  are  likely  to  rebel  against  a  tightly  controll< 
atmosphere.  At  Universal  Card,  employees  are  measured 
how  quickly  they  answer  the  telephones  and  how  long  th( 
stay  on  the  line  with  customers.  Overhead  monitors  often  e 
hort  staffers  to  work  harder  and  faster — things  that  Mun 
believes  would  outrage  workers  in  his  country. 

Still,  in  many  instances,  these  cult  companies  have  i 
spired  major  changes.  Consider  Stack's  open-book  concej 
The  idea:  to  train  employees  to  understand  the  company's 
nancials,  to  shai'e  those  numbers  routinely  with  the  workforc 
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HOW  DID  SOMETHING  SO  LARGE  AND  HARD  TO  MOVE  GET  WHERE 
IT  IS  TODAY?  A  QUESTION  TO  ASK  YOUR  INSURANCE  COMPANY 


Sign  on  with  most  large  insurance  companies,  and  you  may  find  them  curiously  unresponsive.  But 
lot  General  Accident  Insurance.  Before  you  ever  need  to  make  a  claim,  vv'e'll  send  a  team  of  underwriters, 
rlaims  specialists  and  loss  control  experts  to  examine  yc^ur  business.  To  make  suggestions  that  could  save 


/ou  money  on  your  insurance.  Or  even  help  save  your  property. 


To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Agent  or 
?ive  us  a  call.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities.  An  A+  (Superior)  rating  frc:)m 


^.M.  Best,  a  national  insurance  rating  service.  And  a  dedication 
to  helping  our  customers  that's  positively  carved  in  stone. 


GA 


GENERAL 
ACCIDENT 
INSURANCE  1 
1-800-606-4233 
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and  to  use  bonus  systems  and  incentive  pay  more  creatively 
to  put  some  fim  into  meeting  numerical  goals.  At  Springfield's 
so-called  heavy-duty  plant,  where  workers  tear  down  and 
put  back  together  huge  diesel  engines,  employees  racked  up 

1.5  million  man-hours 
in  June  without  a  sin- 
gle accident  that  cost 
the  plant  time.  Their 
surprise  reward:  leather  bags  for  each  of  some  400  employees. 
Earlier,  the  plant's  general  manager  had  promised  to  wear  a 
dress  if  the  workfoi'ce  could  reach  500,000  accident-free  hours. 
When  they  did,  he  slipped  on  a  frock,  and  employees  parad- 
ed him  around  the  plant  on  a  forklift. 

Silly?  Sure.  But  it 
put  "fun"  into  work, 
transforming  a  serious 
goal  into  a  game  of 
sorts.  And  Springfield's 
open-book  approach  in- 
trigues many  companies 
expeiimenting  with  em- 
ployee empowerment. 
"It's  the  next  logical 
step  after  you've  given 
self-directed  teams  the 
power  to  make  deci- 
sions owners  once  had," 
says  Donald  L.  Robb,  a 
manager  at  a  division 
of  R.  R.  Donnelley  & 
Sons  Co.,  which  is  con- 
sidering a  pilot  progi'am 
of  open-book  manage- 
ment. "It  integi-ates  all 
of  the  other  things 
we've  been  doing  and 
gives  some  focus  to  it." 

Dozens  of  companies, 
fi'om  Allstate  Insurance 
Group  to  upscale  sporis 
wear  maker  Patagonia, 
have  implemented  Stack 
Business"  or  portions  of  it.  To  im- 
prove a  paltiy  2.9%  return  on  equi- 
ty at  Allstate's  Business  Insurance 
Group  in  South  Barrington,  111., 
President  Jack  D.  Callahan  elimi- 
nated layers  of  management  and  in- 
stalled incentive  pay  plans  and  self- 
managed  teams  in  1991  and  1992. 
The  changes  helped,  but  not  enough 
to  meet  Callahan's  profit  goals. 
NOW,  A  DISCIPLE.  That's  when  he 
turned  to  Stack's  approach.  The 
unit's  3,500  employees  were  trained 
to  understand  the  importance  of  fi- 
nancial measures  such  as  retiun  on  equity,  and  were  then  pro- 
vided with  the  infomiation  on  a  regular  basis.  The  result:  "It 
got  employees  involved  and  committed,  and  it  gave  them 
some  ownership,"  says  Callahan.  "They  understood  they  had 
an  impact  on  the  bottom  line."  The  Allstate  unit's  roe  hit 
16.5%  last  year — and  Callahan  took  early  retirement  to  open 
his  own  consulting  fii-m  in  Chicago  to  spread  the  gospel  to 
other  companies  as  a  Stack  disciple. 

"Open-book"  management  has  even  spread  to  Zambia, 
where  the  woi'ld's  fifth-largest  copper  mining  company  is  us- 
ing Stack's  ideas  to  reduce  costs  and  eke  higher  productivity 
out  of  its  55,000  employees.  As  largely  uneducated  workers 
march  into  the  front  entrance,  they  can't  help  but  spot  a  50- 
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READY,  SET... 

Visitors  to  AT&T  Universal 
Card's  customer-service 
center  see  how  employee 
performance  is  monitored 


THIS  WORKER'S  PHONE 
CALLS  ARE  TIMED 


foot-high  scoreboard  that  lists  monthly  and  year-to-date  finan- 
cials,  from  "copper  revenue"  to  "corporate  depreciation." 

And  for  all  the  criticism  of  whii-lwind  multicompany  tours, 
it's  often  the  cumulative  effect  of  seeing  the  same  idea  enact- 
ed at  several  places  that  has  real  impact.  After  visits  to 
General  Electric,  Lands'  End,  and  Fidelity  Investments, 
teams  of  managers  from  gte  learned  that  they  could  vastly 
improve  service  by  giving  employees  more  information  and 
control  to  solve  customer  problems.  All  three  outfits — widely 
applauded  cult  companies — aggi-essively  employ  technology  to 
eliminate  handoffs  to  other  departments  and  employees.  "Af- 
ter seeing  what  r.E  and  Lands'  End  do,  we  were  inspired  to 
incoiporate  those  ideas  in  our  business,"  says  David  P.  Allen, 

a  process  team  leader 
at  GTE  Telephone  Oper- 
ations. "The  visits 
caused  us  to  look  for 
the  technology  that 
would  allow  a  service 
rep  to  take  an  order 
without  having  to  pass 
work  downstream." 

As  a  result,  the  aver- 
age time  it  takes  gte 
to  complete  a  customer 
order  has  fallen  to  less 
than  two  hours  from 
three  to  four  days.  And 
the  tourist  has  become 
a  tour  guide:  Allen  has 
hosted  hundreds  of  out- 
siders who  have  come 
to  GTE  in  the  past  two 
years  to  leam  from  his 
experience. 

Does  that  sound  like 
a  frenzy  that's  getting 
out  of  hand?  Some  com- 
panies are  starting  to 
feel  that  way.  Tlie  ever- 
%-    increasing  demand  for 
visits  has  led  more  and  more  to 
close  their  doors.  Ford,  Xerox, 
Hewlett-Packaixl,  and  General  Elec- 
tric have  drastically  cut  back  on 
the  number  of  sightseers  they'll  ad- 
mit. To  gain  a  peek  at  J.  C.  Penney 
Co.'s  telemarketing  operations  in 
Dallas,  Nynex's  LeStage  says  he 
had  to  call  a  Penney  manager  who 
once  coached  his  son's  pop  football 
team  in  Wilton,  Conn.  "The  chal- 
lenge in  getting  into  some  of  these 
places  is  unbelievable,"  he  says. 

To  keep  the  flood  of  outsiders 
from  causing  costly,  time-consum- 
ing distractions,  many  companies  now  confine  visitors  to  for- 
mal workshops  and  tours,  often  with  their  own  sites  and 
staffs.  The  avalanche  hit  usaa  in  1990,  after  the  insurer 
gained  attention  for  its  innovative  human-resource  policies  and 
customer  service.  By  1991,  it  had  established  a  foiTnal,  day- 
long seminar  progi'am.  "It  was  getting  to  be  onerous,"  says 
Angelo  de  Guttadauro,  who  runs  the  program.  "We  just 
didn't  have  the  time  to  devote  to  all  these  ad  hoc  visits." 
"A  DISTRACTION."  At  one  point,  General  Electric's  Answer 
Center  in  Louisville,  which  will  handle  3.5  million  telephone 
calls  from  consumers  this  year,  was  also  struggling  to  cope 
with  thousands  of  visitors  from  around  the  world,  ge 
charged  $500  a  person  for  a  one-day  seminar  and  tour  at  its 


128  BUSINESS  WEEK  /  SEPTEMBER  18,  1995 


Karl  L.  Brunson  presents  ideas  in  California  from  a  ptione  modem  in  Manassas.  Virginia. 

Wtiich  he  finds  much  easier  than  hopping  on  planes  all  of  the  time. 
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Are  you  amazed  by  technology?  Probably  not.  Which  is  why  we  offer  dependable  products 
that  make  people's  lives  easier.  Does  that  work  for  you? 
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Introducing  The  First 
Notebook  Tb  Maximize 
The  Pentium  Processor's 
Full  Potential. 


When  the  rush  was  on  to  introduce  a  notebook  with 
a  Pentium®  processor,  Texas  Instruments  did  something 
extraordinary.  We  created  the  notebook  that  maximizes 
Pentium  performance  by  integrating  full 


PCI  bus  architecture  into  our  TravelMate  5000. 
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Tl  TravelMate  5000 
75MH2  Pentium  TFT 


In  fact,  the  performance  of  the  TravelMate 
5000  impressed  the  editors  of  PC  Magazine  so 
much,  they  gave  it  the  Editors'  Choice  award  for 
best fullfeatured  n.otebook. 

So  now  you  have  a  notebook  with  smoother 
full-motion  video  and  enhanced  3-D  graphics.  In 
addition,  we  designed  the  TravelMate  5000  to 
take  immediate  advantage  of  all  the  "plug  and  play"  benefits 
included  in  Windows""  95. 

We  added  a  secofid  lithium  ion  battery 
which,  working  with  our  advanced  power  manage- 
ment system,  yields  greater  than  5  hours  of  battery  life  without 
sacrificing  size  or  weight,  or  eliminating  a  floppy  drive. 

And  our  integrated  infrared  serial  port  allows 
for  wireless  connections  with  other  notebooks 
or  even  printers  in  a  quick  and  easy  way. 

To  discover  the  extraordinary  capabilities  of 
the  TI  TravelMate  5000  notebook  for  yourself, 
call  1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com  or  on  the  Internet 
http://www.ti.com).  And  start  doing  extraordinary  things. 


START 


EXTRAORDINARY 


nil 


Texas 
Instruments 


Warranty  may  vary  from  country  to  country.  Contact  your  local  Tl  office  for  details.  Batteries  and  options  are 
covered  by  a  one  year  limited  warranty.  *  Depending  on  model.  TravelMate  and  'Start  Doing  Extraordinary 
Things"  are  trademarks  of  Texas  Instruments.  Windows  is  a  registered  trademark  of  Microsoft  Corporation. 
The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  ©  1996  Tl. 


800-number  customer-service  cen- 
ter and  $4,800  for  a  more  inten- 
sive, four-hour  consulting  session, 
a  program  that  occupied  four  ge 
managers  full-time.  But  now  ge  al- 
lows only  customers  and  supphers 
to  visit — and  has  gotten  out  of  the 
consulting  business  altogether.  "It 
was  becoming  a  distraction,"  says 
James  E.  Cabral,  one  of  the  manag- 
ers who  ran  the  program  for  visi- 
tors. "After  a  while  it  became  so 
burdensome,  some  of  us  couldn't 
get  our  own  jobs  done." 

On  the  other  hand,  lots  of  compa- 
nies continue  to  put  up  with  all  the  corporate  tourists  and 
even  encourage  them.  Universal  Card  may  be  the  Disney 
World  of  management  theme  parks:  It  has  hosted  nearly 
8,000  outsiders  since  1992.  Chief  Executive  David  Hunt  be- 
lieves the  time  invested  is  well  worth  it.  "We  showcase 
AT&T's  technology  here,"  says  Hunt.  "Our  suppliers  better 
understand  the  need  to  live  up  to  oiu-  quality  standards,  and 
we've  developed  a  lot  of  friends  who  are  wiUing  to  share  in- 
formation with  us." 

LITERARY  LION.  And  being  the  high  priest  of  a  management 
cult  can  confer  extraordinaiy  status  on  an  executive.  Johnson- 
ville  Foods'  Stayer  still  professes  increduhty  at  the  attention 
his  Uttle  family-owned  business  receives.  The  interest  be- 
gan after  Tom  Peters  featured  Stayer  and  his  company  in  a 
PBS  special  in  1987.  Johnsonville  was  a  pioneer  in  the  use  of 
self-managing  teams  to  run  a  factory.  Teammates  were  even 
given  the  power  to  hire  and  fire  colleagues  and  dish  out 
monthly  incentive  bonuses  to  one  another.  The  changes  have 
helped  Johnsonville  increase  its  revenues  by  nearly  20%  a 
year  for  the  past  decade.  "After  the  show,  they  all  wanted  to 
come  and  talk  and  see,"  Stayer  recalls.  Multitudes  of  manag- 
ers from  such  corporate  heavyweights  as  Campbell  Soup 
and  Ford  descended  on  the  company. 
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Things  really  took  off  after  St£ 
er  wrote  an  article  entitled  "How 
Learned  to  Let  My  Workers  Lea 
for  the  Hanmrd  Business  Revii 
in  late  1990.  "It  was  like  an  exp 
sion,"  he  says.  So  many  peep 
wanted  to  visit  in  1991  that  Stay 
launched  the  company's  one-d 
seminar,  featuring  candid  cha 
with  five  Johnsonville  "member 
and  a  bratwurst  picnic  lunch  i 
$235  a  person.  Stayer  now  spen 
most  of  his  time  consulting  wi 
.such  companies  as  Frito-Lay,  bm 
McDonnell  Douglas,  and  Brovmr 
Ferns.  He  contends  his  absence  hasn't  hurt  his  coUeagu 
back  at  the  office  because  he  has  delegated  authority 
thi'ee  key  teams.  "I'm  not  in  charge  of  doing,"  Stayer  sa^ 
"I'm  in  charge  of  leadership,  of  stinnng  the  pot,  of  coachinj 
Many  of  his  visitor's  have  brought  back  to  then-  ovwi  faciliti 
the  stories  behind  Johnsonville's  move  toward  self-managi 
teams,  hoping  to  leam  from  Stayer's  successes  and  mistaki 
Yet  even  Stayer  has  misgivings  about  the  worship  Johnsonvi 
inspires.  "I've  always  been  concerned  that  people  were  makir 
us  a  lot  better  than  we  ai'e,"  he  says.  "Johnsonville  is  a  he; 
a  lot  better  than  it  used  to  be,  but  coming  here  is  not  goiiiL 
solve  all  a  manager's  problems.  If  you  don't  produce  results  i; 
customers,  you  don't  stay  in  business." 

Amen.  Modem  managers  are  wise  to  leam  fi'om  other  cu 
panies  willing  to  share  their  ideas,  but  they  can't  forget  that  1 
the  tours  in  the  world  aren't  going  to  give  them  the  compe- 
tive  edge  they  need  to  siu-vive  and  tluive.  It  stiU  comes  do\i 
to  the  obvious:  Pi'oduce  a  product  people  want  at  a  competiti? 
price  and  you  will  succeed.  Simple  as  that  idea  may  be,  ho  ■ 
ever,  the  path  to  tine  enlightenment  is  never  easy. 

By  John  A.  Byrne  in  New  Yo: 
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PRESSING  BUSINESS 

USAA's  innovative  efforts 
to  keep  employees  happy 
draw  an  avalanche 
of  visitors 

SPORTS  FACILITIES  ARE 
EXPANSIVE 


Our  designs  are  constantly  changing  but 


OUR 


PHILOSOPHY 


REMAINS  THE  SAME. 


lord  /'ts/^^nt'fs   \oo  Kdni^.  Rohcri  Bauer 

At  FORD  MOTOR  C  OMPANY,  we  work  with  one  basic  premise:  the  Jcsicjn  of  a 
car  or  truck  must  go  beyond  how  it  looks.  This  p  h  i  I  o  s  o  p  hy  has  taken  ma  ny 
shapes  over  the  years,  from  the  Model  T,  to  the  Continental,  Taurus,  Explorer, 
and  M  u  St  an  (j  :  cars  and  trucks  celebrated  for  their  design.  Which  might 
explain  why  FORD  MOTOR  C  0  M  PA  N  Y  has  five  of  the  ten  best  selling  vehicles 
in  America  today.  Right  now  we're  applying  the  latest  technology  and  the  most 
D  ETAI  LED  CRAFTSMANSHIP  to  every  aspect  of  every  automobile  we  create. 
By  working  with  the  automotive  industry's  most  powerjul  supercomputer,  our 
worldwide  design  team  are  indeed  becoming  the  CRAFTSMEN  OF  THE  FUTURE. 


Ford    •     Ford  Trucks 


L  I  N  C  O  L  N 


M  t  r  C  U  R  Y 


Q_U  A  L   I   T  Y      IS      JOB  1 


IT'S  NOT  EASY  MAKING  PIXIE  DUST 


We  are  in  the  Utilidor — a  series 
of  tunnels  below  Disney 
World's  Magic  Kingdom 
theme  park  in  Orlando.  The  tunnel 
complex  is  generally  off-limits  to 
outsiders,  but  not  to  41  visiting 
managers  whose  companies  have 
anted  up  $2,295  a  head  so  they  can 
learn  about  Walt  Disney  Co.'s  ap- 


Cover  Story 


proach  to  people  management. 

This  undergi-ound  city  is  a  beehive 
of  activity.  Employees  rush  through 
the  gray  concrete  tunnels,  scrambUng 
to  put  on  costumes  and  assume  then* 
roles  upstairs.  Golf  carts  speed  by 
with  supplies.  Makeup  artists  pre- 
pare an  array  of  Cinderella  and 
Snow  White  w\gs. 

Before  coming  to  this  ZY^- 
day  seminar,  I  was  skeptical. 
The  program  sounded  like  lit- 
tle more  than  a  dream  junket: 
three  nights  at  the  resort's 
most  elegant  hotel,  plus  four- 
day  passes  to  Disney's  theme 
parks.  Besides,  I  thought, 
what  could  any  manager  pos- 
sibly learn  at  Disney  World? 
By  the  end  of  the  first  day's 
activities,  however,  my  note 
pad  was  brimming  with  ideas 
and  lessons  dished  out  by  Dis- 
ney staff. 

My  colleagues,  most  of 
them  human-resource  manag- 
ers, take  the  program  serious- 
ly. Most  are  facing  a  slew  of 
challenges  in  need  of  Disney- 
style  magic.  A  delivery  man- 
ager at  Anheuser-Busch  Cos.  is  try- 
ing to  make  his  drivers  more 
responsive  to  retailers.  Personnel 
managers  at  a  fast-growing  bagel 
chain  in  Florida  wony  about  main- 
taining standards  as  they  beef  up  the 
chain's  ranks.  And  an  employee 
trainer  at  South  Africa's  state-owned 
transportation  conglomerate  is  look- 
ing for  ways  to  streamline  the  com- 
pany's hiring  process. 
BLUNT  FILM.  Disney's  reputation  for 
cleanliness,  attention  to  detail,  and 
helpful  employees  is  what  has  drawn 
them  here.  "Everyone  knows  how 
wonderful  Disney  is,  so  you  figure 
they  must  be  doing  something  right," 
says  Kathleen  Scappini,  who  works 
for  SNET  Multi-Media  in  West  Hart- 
ford, Conn.  That  "something  right"  is 


what  Disney  refers  to  as  the  "pixie- 
dust"  formula,  with  four  key  ingre- 
dients— employee  selection,  training, 
support,  and  benefits.  Our  seminar, 
"Disney's  Approach  to  People  Man- 
agement," promises  to  reveal  how 
the  company  motivates  employees. 

Instmctors,  called  facilitators,  tell 
us  that  we  cannot  count  on  Tinker- 
bell.  "The  solutions  are  not  compli- 
cated," assures  Jeff  Soluri,  a  Disney 
instructor  "It's  attention  to  detail 
and  hard-nosed  business  practices 
that  produce  the  magic." 

If  there  is  pixie  dust,  it  starts 
with  the  hiring  process.  One  of  the 
first  activities  is  a  field  trip  to  Dis- 
ney's "casting  center,"  a  Venetian- 
style  castle  where  job  candidates 
view  a  video  before  being  inter- 
viewed. The  short  film  informs  job 
seekers  about  the  company's  strict 


sure.  To  do  so,  the  company  tells  its 
cast,  is  to  risk  ahenating  a  guest, 
spoiling  the  illusion,  and  damaging 
Disney's  standing  in  entertainment 
and  American  culture. 
A  BIT  OF  GROUSING.  Between  excur- 
sions, participants  share  what  they 
have  learned — and  what  they  might 
use.  Disney  staffers  with  wireless 
microphones  dart  Oprah-like  through 
a  conference  room  seeking  com- 
ments. They  get  plenty.  John  Lealos, 
the  Anheuser-Busch  manager,  says 
he  wants  to  incorporate  more  of  an 
appreciative,  team  feel  into  liis  unit's 
corporate  culture.  "If  we  can  get 
that  kind  of  atmosphere  at  our  com- 
pany, the  productivity  will  go  up,"  he 
says.  Hugo  Strydom,  the  training 
manager  at  South  Africa's  Ti'ansmit 
Ltd.,  intends  to  use  a  Disney-style 
orientation  to  weed  out  weak  candi- 


LEARNING  HOW  TO 
MAKE  EMPLOYEES 
PART  OF  THE  SHOW 


appearance  guidehnes 
(one  rmg  per  hand  and 
no  tattoos,  please)  and 
the  rigors  of  the  work.  By  being 
blunt  and  detailed,  Disney  says,  it's 
able  to  weed  out  incompatible  candi- 
dates at  the  fu'st  crack. 

The  critical  part  of  the  process, 
though,  is  employee  training.  New 
hires,  who  average  less  than  $10  an 
hour,  are  treated  to  a  visual  company 
history.  They  are  told  that  they  are 
not  just  employees  but  pivotal  "cast 
members"  in  a  "show."  From  street 
sweepers  to  monorail  pilots,  each 
cast  member  must  go  out  of  his  way 
to  make  the  resort  seem  unreal.  No 
matter  how  tired  workers  are  or 
how  deeply  guests  may  try  their-  pa- 
tience, they  must  never  lose  compo- 


dates  in  a  major  hiring 
blitz. 

Not  everyone  is  happy. 
Some  managers  privately  say  they're 
disappointed  that  the  Disney  magic 
was,  well,  not  really  magical  at  all. 
They  complain  that  the  progr-am  cov- 
er-ed  only  oper-ations  in  Orlando  and 
not  Disney's  global  activities.  Others 
find  the  ideas  being  preached  not  all 
that  original.  "We're  already  doing 
many  of  the  same  things,"  grouses 
one  manager. 

Maybe.  But  I  brought  back 
enough  ideas  to  give  my  bureau 
manager  a  raft  of  suggestions  to  im- 
plement in  Miami.  They  aren't  earth- 
shattering  proposals — but  I'm  not 
Tinkerbell,  either. 

By  Antonio  Fins  in  Orlando 
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Sniffer  is  a  registered  trademark  of  Network  General  Teclinologv  Corporation,  a  wholly  owned  subsidiary  ol  Network  General  Corporation.  In  the  five 
years  that  Sniffer  has  been  a  registered  trademark,  it  has  become  synonymous  with  network  analysis.  But  Sniffer  is  a  brand  name,  not  a  generic  term 
for  a  product  category.  So,  please,  use  it  only  as  an  ad|ective  to  describe  the  Network  General  Sniffer  line  of  network  analysis  products.  Thanks. 


®  1995  Network  General  Corporation.  Makers  of  the  one  and  only  Sniffer*  Network  Analyzer  and  Distributed  Sniffer  System^ 


Why  over  4,000  multinational  companies 
choose  us  as  their  gateway  to  success. 


As  one  of  the  biggest  users  of  leading-edge 
telecommunications  technologies,  Singapore 
Telecom  offers  an  excellent  telecommunications 
infrastructure  and  an  unrivalled  range  of  facilities 
for  expanding  MNCs. 

Our  hubbing  facilities  enable  MNCs  to 
communicate  privately  on  specially  configured 
international  digital  leased  lines.  These  range  from 
'no  frills'  lines  to  end-to-end  managed  lines  with 
service  guarantees,  such  as  TeleConnect  services 
which  are  targeted  at  the  financial  community. 

At  our  total  facilities  management  centre, 


MNCs  can  house  their  computer  systems  and  dat 
communications  equipment  and  even  have  thni 
maintained  by  our  highly-trained  staff. 

Our  leased  circuit,  IDD,  telex  and  ISDN  rate 
are  among  the  lowest  to  be  found  anywhert 
And  as  a  reassuring  guarantee,  MNCs  know  they' 
always  get  the  vital  backup  and  quality  servid 
we're  known  for. 

Through  the  advanced  telecommunications  w 
provide,  we've  not  only  helped  Singapore  becoir 
their  gateway  to  the  Asia  Pacific,  we've  als 
helped  make  Singapore  their  gateway  to  success. 


Singapoi; 
Telecom 

Service  first.  Alw;! 


Singapore  Telecom   31  Exeter  Road,  Comcentre.  Singapore  0923.  Tel:  (65)  730  8018,  Fax:  (65)  733  3008. 


Singapore  Telecom  Europe  Ltd  Halton  House,  7th  Floor,  20/23  Holborn  ,  London  ECIN  2JD,  United  Kingdom  Tel:  44-171-831  6688,  Fax  44-171-831  2288 
Singapore  Telecom  USA  301  Riverside  Avenue,  Suite  500,  Westport  CT  06880,  USA  Tel  1-203-454  6800,  Fax  1-203-454  1923 
Singapore  Telecom  Japan  Representative  Office  KDD  Otemachi  Building,  21st  Floor,  8-1  Otemachi  1-Chome  Chiyoda-Ku,  Tok/o  100,  Japan  Tel  81-3-3243  9270,  Fax  81-3-3243 
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E  INSURANCE 


MIDLIFE  CRISIS 
OR  INSURERS 

a  mature  market,  the  way  to  grab  share  is  to  grab  rivals 


■he  pace  of  change  in  the  Ufe-in- 
surance  industry,  where  product 
cycles  sometimes  seem  to  span 
decades,  has  tended  to  range  from 
V  to  glacial.  Life  insurers  have  been 
itively  small  players  in  the  gale-force 
rger  activity  that  has  buffeted  most 
Corporate  America  for  the  past  cou- 
of  years. 

•Nowadays,  however,  the 
;f  executive  of  an  under- 
forming  life  insurance 
ipany  is  well  advised  to 
tch  his  back  as  well  as 

401(k).  Merger  mania 
.  been  hitting  life  insur- 

hard.  Already  this  year, 

volume  of  deals,  at  $7.5 
ion,  far  surpasses  the 
ey  for  all  of  1994  (chart, 
fe  138).  Among  the 
gest:  Metropolitan  Life 


and  New  England  Life,  Jefferson-Pilot 
and  Alexander  Hamilton,  Humana  and 
Emphesys  Financial  Group.  "If  we  now 
have  100  to  200  significant  life  insur- 
ers," says  Michael  W.  Blumstein,  an  in- 
surance analyst  at  Morgan  Stanley  & 
Co.,  "Ave  years  from  now  it  could  be 
dovm  by  a  third." 


COMPETITION  With  banks  and 
mutual-fund  companies  grabbing 
share  in  the  market  for  annuities, 
insurance  companies  have  to  get 
their  costs  down  to  stay  in  the 
game.  Mergers  allow  insurers  to 
achieve  greater  economies  of 
scale. 

SLOW  GROWTH  Life  insurance 
is  a  mature  industry.  Acquisitions 
are  the  easiest  route  to  expanding 
market  share. 


Like  the  wave  of 
banking  mergers,  the 
insurance  consolida- 
tion has  the  poten- 
tial to  make  a  lum- 
bering, fragmented 
industry  vastly  more 
efficient  by  forcing 
companies  to  squeeze 
out  costs  and  modern- 
ize operating  systems. 
Even  mutual  insur- 
ers, many  of  which 
have  been  particular- 
ly slow  to  modern- 
ize, ai-e  getting  in  on 
the  action.  But  the 
consolidation  could 
be  disruptive  for 
consumers  and  dis- 
astrous for  the 
200,000  or  so  agents 
who  today  represent 
the  primary — and 
very  costly — means 
of  selling  policies. 
Says  David  S.  Kim- 
mel,  a  vice-president 
in  the  insurance  ad- 
visory group  at  J.  P. 
Morgan  &  Co.:  "Insurance  companies 
are  going  to  have  to  dramatically  re- 
duce distribution  costs,  and  I  think  the 
real  losers  are  the  agents." 
HIGH  COSTS.  Several  forces  ai"e  coming 
together  to  force  the  consolidation.  For 
starters,  with  the  population  growing 
only  slowly  and  the  competition  for  con- 
sumer savings  increasingly  fierce,  "life 
insurance  in  the  U.  S.  is  a  very  mature 
market,"  says  James  R.  Tuerrf,  presi- 
dent of  American  General  Corp.  That 
means  the  best  way  for  companies  to 
grab  mai'ket  share  is  to  grab  each  other, 
as  even  such  mutuals  as  Massachusetts 
Mutual  Life  Inswance  Co.  and  Connecti- 
cut Mutual  Life  Insurance  Co.  are  now 
contemplating.  "The  product's  essentially 
a  commodity,"  says  Ron  W.  Frank,  senior 
insurance  analyst  at  Smith  Barney  Inc. 
"The  competitive  edge  comes  from  [low- 
er] exjDenses  and  distribution.  Those  point 

RATINGS  Insurance  rating  agen- 
cies are  coming  down  harder  on 
mutual  companies  low  in  capital. 
Mergers  offer  an  easy  route  to 
higher  ratings,  important  to  win- 
ning agents'  and  consumers'  con- 
fidence. 

TECHNOLOGY  Technology  is  fast 
becoming  a  key  competitive  edge. 
Mergers  permit  greater  investment 
to  modernize  back-office  and  dis- 
tribution systems. 


RII'^INF'^';  WFFK  /  ^FPTFMRFR   1«    1  qqt^  1.17 


Finance 


Insurers  will  have  to  ^'dramatically  reduce  costs, 
and  I  think  the  real  losers  are  the  agents" 


-L. 


you  in  the  direction  of  consolidation." 

Cost  pressures  are  a  factor  as  well, 
thanks  in  large  part  to  life  insurers'  re- 
liance on  agents.  Moody's  Investors  Ser- 
vice says  new  business  production  costs 
can  actually  exceed  insurers'  expected 
revenues.  Lany  G.  Mayewski,  a  senior 
vice-president  at  A.  M.  Best  Co.,  says 
that  although  costs  have  dropped,  com- 
missions and  other  compensation  still 
account  for  some  54%  of  Hfe  insurers' 
ftrst-year  direct  premiums. 

Insurers  also  face  intensifying  compe- 
tition in  the  rapidly  gi'owing  markets 
for  such  products  as  annuities  and  mutu- 
al funds.  The  annuity  business  is  ex- 
panding rapidly,  but  close  to  18%  of  an- 
nuities are  sold  through 
banks,  which  are  gaining 
market  share.  Fidelity  In- 
vestments and  other  bro- 
kerage houses  also  are 
pushing  annuities,  and  in- 
siu'ers  face  just  as  many  ri- 
vals selling  mutual  funds. 
RAPID  CHANGE.  Then  there 
are  regulatory  pressures. 
Many  insurers,  particularly 
mutuals,  are  somewhat  low 
on  capital  under  the  new 
risk-based  standards.  That's 
hurting  them  with  rating 
agencies,  and  that  in  tum 
makes  it  harder  for  them  to  deal  with 
agents  and  consumers  waiy  of  low-rated 
insurance  companies.  For  their  part, 
health  insurers,  whether  independent 
or  affiliated  with  life  companies,  are 
contending  with  rapid  change  on  both 
the  competitive  and  the  regulatory 
fronts.  Many  among  them  are  merging 
simply  to  build  competitive  clout. 

As  if  these  pressiu'es  weren't  enough, 
changing  technology  is  adding  to  the  chi- 
ve for  consolidation.  Consumers  are  get- 
ting more  of  their  financial  needs  met 
electi'onically,  and  hfe-insurance  comi)a- 
nies  have  begun  to  realize  that  they  may 
have  to  follow  suit  with  some  products. 
Grovvdng  numbers  also  i-eahze  that  they 
need  to  bulk  up  to  be  able  to  afford  to 
modernize  theu-  back  offices  and  get  theii' 
costs  more  in  line  with  nonbank  com- 
petitors'. "A  lot  of  these  companies  are 
small,"  says  Gaiy  C.  Wendt,  chief  execu- 
tive of  GE  Capital  Sei'vices  Inc.,  which 
has  spent  more  than  $1.5  billion  in  the 
past  two  years  snapping  up  life  and 
health  insui'ei"s.  "They  don't  have  enough 
scale  to  power  into  these  [new]  markets." 


The  drive  for  clout  and  technnological 
prowess  were  key  factors  for  HaiTy  P. 
Kamen,  chairman  and  ceo  of  Metropol- 
itan Life  Insiu'ance  Co.,  when  he  agi'eed 
to  a  $2  billion  deal  with  New  England 
Mutual  Life  Insm-ance  Co.,  whose  pres- 
ence with  affluent  customers  comple- 
ments MetLife's  prowess  wath  middle-in- 
come consumers.  "The  market  we  were 
not  comfortable  in  was  the  market  New 
England  was  strong  in,"  he  says.  "We 
would  have  [had]  to  spend  more  in  com- 
puters and  so  on,  and  we  still  wanted  to 
put  money  in  our  core  middle-market 
[business].  This  comes  with  ready-built 
systems." 

Kamen  says  that  agents  will  benefit 
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from  all  the  mergers  taking  place.  "In- 
dustrywide, every  transaction  that 
strengthens  a  company  helps  the  agent," 
he  says,  because  agents  have  an  easier 
time  selling  the  products  of  a  strong 
company.  But  others  beg  to  differ.  The 
average  agent  today  sells  just  one  poh- 
cy  per  week.  That  is  a  gi'ossly  inefficient 
sales  process  for  mass  marketing  when 
the  average  life-insurance  pohcy  sells 
for  just  $750,  according  to  Robert  S. 
Morette,  a  vice-president  at  Boston  Con- 
sulting Group  Inc.  Robert  W.  Fiondella, 
president  and  chairman  of  Phoenix 
Home  Life  Mutual  Insm'ance  Co.,  chai'g- 
ing  that  the  agency  system  "is  doing  a 
lousy  job"  for  the  industry,  is  reducing 
the  proportion  of  his  business  that  de- 
pends on  agents  by  expanding  his  com- 
pany's presence  in  the  mutual-fimd  mar- 
ket thi-ough  a  deal  with  Duff  &  Phelps. 

Some  beheve  the  cost  pressiu'es  driv- 
ing consolidation  will  lead  to  a  funda- 
mental shift  away  fi"om  the  agency  sys- 
tem altogether.  Richard  K.  Berry, 
managing  principal  at  the  consulting 
firm  Towers  Renin,  predicts  that  the 


insurance  industry  will  go  through  tl 
same  changes  the  brokerage  busine 
did  in  the  1970s,  when  commissio: 
were  deregulated.  Today,  he  says,  only 
third  of  all  brokerage  customers  d€ 
with  full-sei-vice  registered  represent 
fives — not  exactly  a  rosy  prospect  f 
full-service  agents. 
FRUSTRATION.  Consumers,  though,  cov 
ultimately  benefit  from  the  mergei 
Robert  Hunter,  director  of  insurance  1 
the  Consumer  Federation  of  Ameri( 
says  that  as  high-cost,  high-price  playc 
are  forced  into  the  aiTns  of  more  ef 
cient  companies,  consumers  vdll  be  b( 
ter  served.  Another  plus:  Consume 
holding  policies  from  weak  compani 
could  have  them  taken  ov 
by  stronger  insurers.  B 
as  their  policies  chan 
hands  and  the  inevital 
mishaps  crop  up,  consume 
could  be  ft-ustrated. 

Who's  the  next  merg 
bait?  Potentially,  almc 
anyone.  Gaiy  W.  Parr,  he 
of  the  insurance  group 
Morgan  Stanley  &  Co.,  se 
intense  merger  activity  i 
the  foreseeable  futui 
"We've  got  a  lot  of  busine 
in  the  backlog,  and  we' 
working  on  a  lot  of  stra1 
gic  assignments"  involving  insure: 
Pan-  says. 

That's  good  news  for  Morgan  Stanli 
and  for  farsighted  insurers.  But  woe 
the  companies  that  are  simply  tryi 
to  be  big.  Banks  that  have  grown  t 
large  and  diffuse  have  come  under  i 
tack  from  shareholders.  And  insure 
that  embrace  size  for  its  own  sake  r 
the  same  risk.  Industiy  experts  say  b 
falteiing  multiline  insurers,  such  as  A 
na  Life  &  Casualty  Co.,  are  warnings 
insurers  that  are  trying  to  expand  t 
fast.  "By  the  year  2000,  the  multiline 
surance  company  as  we  know  it  in  t 
U.  S.  will  not  exist,"  says  David  W.  N 
son,  managing  director  and  global  ins 
ranee  executive  at  Chase  Manhatt 
Coip.  "The  expense  bases  of  these  co 
panies  are  too  large,  and  the  business 
have  been  unfocused  for  too  long."  S: 
counts  for  a  lot  in  insurance.  But  i 
not  a  cure-all.  All  the  consolidation 
the  world  will  not  make  life  insuranc< 
gi'ovrth  product  again. 

By  Kelley  Holland  in  New  York  a 
Tim  Smart  in  Hartford 
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Keep  yowr  Windows  95 


software  m  one  of  our 
beautiful, 
custom- 


desigrned 


DIGITAL  INTRODUCES 
A  FULL  LINE  OF  COMPUTERS 
OPTIMIZED  FOR  WINDOWS«95. 

Yes,  our  PCs  and  notebooks  are  beauti- 
ful. But  perhaps  phenomenal  is  a  better 
way  to  describe  some  of  the  industry's 
most  robust  platforms  for  Windows'  95. 
Take  the  new  Celebris'"  GL.  For  the 
advanced  productivity  business  user,  it 
sports  EDO  memory,  pipeline  burst 
cache  and  PCI  bus 
master  E-IDE. 
Network-ready  with 
pentiUm      integrated  Ether  net 


and  I^MI,  it  also  has  integrated  3D, 
64-bit  graphics  with  WRAM,  audio 
and  CD  ROM.  And  Windows'  95 
makes  all  ot  these  powerful  features 
easy  to  use. 

The  alliance  between  Digital 
and  Microsoft  isn't  new;  it's  been  going 
strong  for  ten  years.  Now,  with  450 
field  locations  worldwide,  and  over 
5,0(11)  Microsott-trained  professionals. 
Digital  IS  a  key  Microsoft  Authorized 
Support  Center  and  the  only  major 
PC  vendor  to  be  a  Windows'  95 


Outsource  Partner.  You  can  make  a 
case  for  the  benefits  of  such  an  alliance. 
We've  made  several. 

Call  1-SOO-DIGITAL  for  your 
nearest  reseller,  or  visit  our  Web  Site  at 
www.pc.digital.com. 
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ACCOUNTING 


THIS  ANTITHEFT  COMPANY 
IS  FEELING  INSECURE 

Sensormatic's  accounting  is  being  probed  as  the  shorts  take  aim 


This  should  have  been  a  banner  year 
for  Ronald  G.  Assaf.  Nearly  30 
years  after  he  co-founded  Sensor- 
matic  Electronics  Corp.,  the  maker  of 
antitheft  and  security  devices  appeai'ed 
to  be  hitting  its  stride.  Revenues  of  the 
company,  based  in  Deei-field  Beach,  Fla., 
have  gi'own  at  a  40%  annual  clip  over 
the  past  thi'ee  years  and  were  expected 
to  hit  an  estimated  $920  million  for  the 


credibility,  and  countering  contentions 
that  Sensonnatic's  products  cause  prob- 
lems with  pacemakers.  In  March,  he 
was  jolted  by  the  une.xpected  resigna- 
tion, for  personal  reasons,  of  Michael 
E.  Pardue,  who  served  as  chief  operat- 
ing officer,  cliief  financial  officer,  and  liai- 
son with  Wall  Street.  Assaf  admits  the 
company's  controls  and  systems  have 
been  inadequate.  On  July  7,  Sensormat- 


Coip.,  the  European  rival,  were  propif- 
ly  expensed.  The  company  says  it  doi- 
n't  believe  there  will  be  any  "ma^r 
write-offs." 

Wall  Street  short-sellers,  who  thnp 
on  signs  of  accounting  shenanigans,  W, 
targeted  the  company.  While  that  | 
pressure  on  the  stock,  it  was  the  Jui;. 
announcement  that  caused  the  stock 
fall  to  23  fi-om  a  high  of  36  two  il; 
earlier.  On  Sept.  6,  it  was  selling  at 

Sensormatic  primarily  makes  a 
markets  devices  that  foil  emplnv 
theft  and  shoplifting,  especially  tli« 
miliar  white  plastic  "alhgator"  tav- 
apparel.  In  recent  years,  it  has  di\^  i 
fied  into  antitheft  systems  for  "li: 
goods,"  such  as  power  drills 
sunglasses,  and  security  system, 
commercial  and  industrial  clients. 
"EARLY  WARNING  SIGN."  The  slm 
point  out  that  while  Sensormatic  ilm 

 I  ■  ■■  ■Ill""  nates  the  marki  t ,  . 

faces  gi'owing  eompi 
tion,  especially  from 
val  Checkpoint  Systc 
Inc.   And  they 
tend — while  Assaf  < 
nies — that  Sensoi-m 
ic's  electromagiir 
systems  interfere  w 
the  functioning  of 
makers.  The  Fooii  . 
Drug  Administrate  11 
exploring  the  effect  i 
electronic  article  h 
veillance  on  pace:ii; 
ers  and  similar  de\  ir 
But  on  Wall  Stiv 
it's  the  accountint' 
.sues  that  reverbera 


SENSORMATIC'S  WILD  RIDE 

1968  Ronald  Assaf  co-founds  Sensor- 
matic Electronics,  which  becomes  top 
provider  of  antitheft  devices  to  retail- 
ers. Company  chalks  up  fairly  consis- 
tent revenue  and  earnings  gains. 

DECEMBER,  1994  Company's  account- 
ing practices  come  under  review  by 
Center  for  Financial  Research  &  Analy- 
sis, which  terms  them  "aggressive." 
Short-sellers  begin  targeting  the  stock, 
citing  other  accounting  issues.  Compa- 
ny defends  its  accounting  practices. 
Stock  begins  falling. 

MARCH,  1995  Michael  Pardue,  COO 
and  CFO,  announces  his  resignation, 

which  shocks  analysts.  iT^^i  "r,  .  • 
 .■'   While  vSensormatu 

JULY  7  Announces  earnings  won't  meet    manufacturer,  its 
analysts'  projections  for  fourth  quarter 
and  full  year,  blaming  shortfall  in  antic- 
ipated revenue  and  higher  expenses 
from  European  acquisition.  Stock  drops 
35%.  Shareholders  file  lawsuits. 

AUG.  31  Announces  that  1995  results 
will  be  delayed  pending  an  extended 
audit  expected  to  be  completed  by 
mid-September. 


ASSAF  ADMITS  year  ended  June 
GROWTH  LIKELY  30.  In  January,  it 
?S;tRoIs°°'  completed  the  ac- 
quisition  of  a  ma- 
jor competitor's  operations  in  Europe. 
And  Sensormatic  is  gearing  up  for  a 
high-profile  role  as  a  sponsor  and  the 
provider  of  electronic  security  systems 
for  the  1996  Olympics  in  Atlanta. 

Instead,  Assaf  finds  liimself  defending 
the  company's  accounting  practices  and 
business  prospects,  shoring  up  damaged 


DATA'  BUSINESS  WEEK 

ic  said  earnings  would  be  substantially 
below  expectations  and  below  last  yeai-'s 
fourth  quarter. 

Most  troublesome  was  an  Aug.  31 
announcement  that  release  of  1995  re- 
sults would  be  delayed,  pending  an  ex- 
tended audit  by  Ernst  &  Young  that 
is  to  be  completed  by  mid-September. 
The  audit  is  examining  whethei'  reve- 
nue was  properly  booked  before  prod- 
ucts were  shipped  and  whether  costs 
associated  with  the  merger  with  Knogo 


ance  sheet  makes  ii 
finance  company' 
sorts.  Sensonnatic  li- 
es systems  and  nlT( 
favorable  financing 
buyers.  Historical!) 
has  carried  a  heft> 
counts-receivable  li 
ance.  To  maintain  r; 
flow,   it   sells  fini! 
firms  portions  of  tin 
counts  receivable,  as  well  as  leases,  \\ 
full  or  partial  recourse  to  the  conijia 
But  recently,  its  accounting  for  r( 
nues  from  deferred  sales  and  sales  !  \ 
leases  has  caught  the  attention  of  oni 
Howai'd  M.  ScMlit,  an  accoimting  pn  I 
sor  at  American  Univer'sity  and  i 
dent  of  the  independent  Center  foi- 
nancial  Reseaix-h  &  Analysis,  commeii 
in  a  December-  r-epoil  that  Sensoniiai 
r'evenue  accounting,  while  per-missi 
under  generally  accepted  accountia 
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Franklin  Global  Government  Income  Fund 


For  today's  investors,  global  markets  represent 
significant  financial  opportunities.  The  Franklin 
Global  Government  Income  Fund  invests  primarily 
in  government  fixed-income  securities,  issued 
worldwide. 

The  fund's  primary  objectives  are: 

♦  High  Current  Income 

♦  Capital  Preservation 

Many  foreign  government  bonds  offer  subs- 
tantially higher  yields  than  those  available  in  the 
United  States.  This  globally  diversified  Franklin 
fund  attempts  to  take  advantage  of  the  values 
offered  by  those  bonds. 

You  can  start  with  an  investment  of  just  $100 
and  make  subsequent  investments  of  $25  or  more. 

Call  your  investment  representative  or  Franklin 
today  for  more  information. 


fForeign  investing  involves  special  risks  including  currency  fluctuations  and  political 
uncertainty. 

Franklin  Templeton  Dislrihtttors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  F392 


Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo.  CA  94404-1585 

//r-i  '  I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Franklin  Global  Government  Income  lwu\, 
including  sales  charges  and  expenses.  I  will 
read  it  carfully  before  I  invest  or  send  money. 

□  /  am  ciirreiill\  a  Franklin  shareholder. 

Name 

Address 

Ciry  

State/Zip 
Daytime  Phone 


F  R  A\  NJ  K<  1 1  NJ 


A  Member  of  the  $123  Billion  Franklin  Templeton  Group 
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principles,  was  "overly  aggressive."  Sen- 
sormatic  records  revenues  at  the  time  of 
sale,  rather  than  when  payments  are 
substantially  received. 

The  resulting  shortfall  from  the  gap 
between  net  income  and  cash  flow  from 
operations,  Schilit  says,  is  problematic. 
In  the  nine  months  ended  Mar.  31,  for 
example,  the  company  had  net  income  of 
$69  million  and  a  negative  operating 
cash  flow  of  $50  million.  Bank  boirow- 
ings  rose  to  $122  million,  fi'om  .$6.7  mil- 
lion during  the  same  period  in  1994.  "I 
know  of  no  better  early  waiTiing  sign  of 
a  company  in  trouble  than  one  whose 
cash  flow  from  operations  is  significant- 
ly less  than  net  income  over  a  period  of 
time,"  he  says. 

The  company  has  also  come  under 
fire  fi'om  short-sellers  and  a  sharehold- 
er lawsuit  filed  on  Aug.  3  against  the 
company  and  Emst  &  Young  for  other 
accounting  practices.  The  suit,  claim- 
ing violations  of  securities  laws,  con- 
tends the  company  lowered  its  resei-ves 
for  doubtful  accounts  even  while  its 
revenues  and  receivables  were  increas- 
ing. For  the  quarter  ended  Mar.  31, 
the  suit  notes,  revenues  increased  47% 
over  the  comparable  eariier  period,  but 
Sensormatic's  allowance  for  doubtful 
accounts  as  a  percentage  of  gross  re- 
ceivables dropped  to  3.9%  from  4.9%. 
That,  in  turn,  buoys  earnings.  "If  they 
had  not  reduced  their  reserves,  chanc- 
es are  they  would  not  have  made  the 
Wall  Street  estimates,"  says  short-sell- 
er Bart  Blout. 

CREDIBILITY  ISSUE.  Assaf  denies  the 
suit's  allegations  and  claims  that  the 
company  has  never  had  a  problem  with 
bad  accounts.  With  large  retailers  such 
as  Wal-Mart  Stores  Inc.  and  Kmart 
Corp.  as  chents,  he  says,  the  reserve 
ratio  could  be  reduced.  While  both  in- 
ventory levels  and  bank  debt  are  higher 
than  he  would  like,  Assaf  insists  the 
company  is  financially  sound  and  is  pro- 
jecting positive  cash  flow  in  1996.  The 
company's  accounting  policies  have  been 
consistent,  he  claims,  and  the  extended 
audit  has  nothing  to  do  with  the  issues 
raised  by  short-sellers.  "They've  been 
attacking  our  accounting  for  a  year,  and 
there's  nothing  wrong  with  our  account- 
ing," he  says. 

Assaf,  though,  doesn't  dispute  Paine- 
Webber  Inc.  analyst  Steven  M.  Fortu- 
na's  view  that,  considering  the  earnings 
shortfall  and  audit  problems,  "manage- 
ment's credibihty  is  at  issue."  Says  As- 
saf: "Our  grovii:h  has  probably  outpaced 
our  systems  and  management  controls, 
and  we  have  a  challenge  here."  So  do 
Sensormatic's  shareholders. 

By  Gail  DeGeorge  in  Miami,  Fla. 


SECURITIES  FIRMS 


LOOKS  LIKE 
AFFIRMATIVE  INACTION 

Some  minority  firms  are  angry  at  an  Oppenheimer  Capital  plo; 


Wall  Street  brokerage  houses,  never 
knowTi  as  bastions  of  divereity,  are 
under  growing  pressure  to  do 
business  with  firms  owned  by  minorities 
and  women.  The  California  Pubhc  Em- 
ployees' Retirement  System  (CalPERS), 
which  manages  $90  billion  in  pension 
funds,  encoiu-ages  its  money  managers 
to  ensui'e  that  15%  of  theii-  trades  are  ex- 
ecuted by  minority-owned  fimis,  5%  by 
women-owned  fii'ms,  — ■ 
and  2%  to  3%  by  dis- 
abled veteran-owned 
fiiTns.  But  these  efforts 
can  backfire.  Case  in 
point:  Oppenheimer 
Capital,  which  manages 
$32  billion,  has  em-aged 
some   minority-  and 


HELPING  OR  HURTING? 

How  Oppenheimer  does 
business  with  min  ority  firms 

•  Oppenheimer  Capital  selects 
nine  minority-  and  women- 
owned  firms  to  handle  a  portion 


women-owned  broker-    York,  which  decline 


close  to  the  firm  provide  this  rational 
It  wanted  to  be  able  to  represent  ace 
rately  to  its  public  chents  that  it  hi 
paid  minority  firms.  At  the  same  tim 
say  the  sources,  Oppenheimer  Capit 
beheves  that  its  main  obligation  is 
its  clients,  and  that  a  number  of  tl 
small  firms  seeking  business  don't  re 
ably  answer  theu*  phones  during  bus 
ness  hours,  much  less  have  the  expe 
— —  tise  to  execute  larj 
trades.  Further,  0; 
penheimer  expects 
receive  research  fro 
the  nine  minority-  ai 
women-owned  firn 
it  recently  selecte 
these  include  WR  La 
ard  &  Co.  in  Ne 


age  fiiTTis. 

The  controversy  be- 
gan last  March  when 
Oppenheimer  Capital 
invited  minority-  and 
women-owned  ftnns  to 


•  But  instead  of  apportioning 
the  business  among  ail  nine 
firms,  It  sends  all  the  trades  to 
just  one  firm,  Emmett  A.  Larkin 
Co.,  which  executes  and  clears 
the  orders 


comm.ent,  and  hcm 
vestments  Inc.  in  Ci 
cago,  which  says  it  b 
lieves  that  it  will 
executing  trades  f( 
Oppenheimer  and  pr 


apply  to  do  business   1   viding  research. 


with  it.  A  Mar  9  let- 
ter to  prospective 
firms  obliquely  de- 
scribed the  arrange- 
ment: Oppenheimer 
Capital  would  send  a 
portion  of  its  broker- 
age business  to  Em- 
mett A.  Larkin  Co., 
an  Asian-owned  firm 
in  San  Francisco.  Larkin  would  execute 
and  clear  all  the  trades,  then  forward  a 
portion  of  the  commissions  to  the  other 
firms,  which  would  have  nothing  to  do 
with  the  orders.  As  the  letter  put  it, 
"Larkin  will  then  send  commission 
checks  to  your  firm  as  designated  by 
Oppenheimer  Capital."  Says  an  irate 
Leopoldo  E.  Guzman,  who  heads  Miami- 
based  Guzman  &  Co.:  "It  is  a  handout. 
They've  set  up  a  httle  hot-soup  window 
and  said,  'Don't  mix  with  the  real  bro- 
ker-dealers.' "  Larkin  didn't  retiun  calls. 

Why  would  Oppenheimer  do  this? 
The  sister  company  of  Oppenheimer  & 
Co.,  the  large  Wall  Street  brokerage 
firm,  declined  comment.  But  sources 


•  Oppenheimer  directs  Larkin 
simply  to  send  commission 
checks  to  the  other  firms, 
though  they  have  no  involve- 
ment with  the  trades.  Sources 
say  Oppenheimer  feels  small 
firms  lack  sufficient  expertise  to 
handle  the  trading  business. 

DATA:  BUSINESS  WEEK 


NO  PROBLEM..  Guzmi 

and  executives  at  su( 
women-owned  firms 
Muriel  Siebert  &  C 
in    New   York  ar 
Western  Select  Secu 
ities  Inc.  in  San  Fra 
Cisco   are  outrage 
They  want  a  chance 
prove  themselves  t 
executing  trades  for  big  chents.  The; 
are  other  money  managers  that  hai 
progi'ams  employing  small  firms  to  ex 
cute  trades.  For  example,  Boston-bas( 
State  Street  Global  Advisors,  with  $' 
biUion  in  equity  portfohos,  chose  8 
10  minority-  and  women-owned  broke 
dealers  that  they  do  business  with,  plif 
80  to  100  other  firms.  Chris  Hyne|: 
managing  director  at  State  Street,  sa.'^ 
money  managers  tend  to  see  the  ruL 
about  using  minority-owned  fiiTns  as 
problem,  but  "we  looked  at  it  like  an 
portunity."  Oppenheimer's  use  of  minoj 
ity  fii-ms,  unfortunately,  could  well  b| 
come  a  habihty. 

By  Leah  Nathans  Spiro  in  New  Yai\ 
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ARIS  DOESN'T  FIT  SARA  LEE 
LIKE  A  GLOVE  ANYMORE 

Management  blunders  have  plagued  the  accessories  unit 

When  former 
Aris  Isotoner 
Inc.  Vice-Pres- 
ident Richard  Rubin 
testified  at  the  O.J. 
Simpson  trial  in  June 
that  the  bloody  glove 
found  at  the  murder 
scene  could  well  have 
shrunk  by  as  much 
as  15%,  it  didn't  oc- 
cur to  him  that  the 
extra-large  Aris  Lite 
could  be  a  reasonable 
metaphor  for  the 
company  he  left  five 
years  earlier. 

Back  in  1990,  when 
O.J.'s  wife,  Nicole, 
whom  he  is  charged 
with  slaying,  bought 
him  a  pair  of  Aris 
gloves  at  Blooming- 
dale's,  the  Sara  Lee  Corp.  unit  was  rap- 
idly growing  and  highly  profitable,  the 
envy  of  the  U.  S.  accessories  industry. 

Although  Aris  is  still  the  nation's 
largest  glovemaker,  with  a  dress  glove 
market  share  estimated  at  more  than 
60%,  it  has,  according  to  people  familiar 
with  the  company,  fallen  victim  lately  to 
a  series  of  snafus  that  have  damaged  its 
ties  with  retailers  and  eroded  sales  and 
profitability.  After  sending  in  two  new 
CEOs  in  as  many  years  with  orders  to 
boost  profits,  Sara  Lee,  which  bought 
Aris  in  1969  in  one  of  its  first  nonfood 
acquisitions,  has  dramatically  scided  back 
Aris'  operations.  On  Sept.  4,  the  giant 
Chicago-based  consumer-goods  concern 
began  notifying  about  7,000  full-time 
workers  at  Aris'  huge  glovemaking 
plant  in  Manila  that  it  would  shut  the 
facility  and  eliminate  their  jobs  to  shift 
production  to  countries  where  labor  is 
even  cheaper 

THE  SETUP.  The  company  doesn't  public- 
ly report  financial  results  for  Aris  Isoton- 
er or  other  subsidiaries.  Nor  do  analysts 
follow  Aris  closely,  because  its  contribu- 
tion to  Sara  Lee's  $17.7  billion  in  annual 
sales  is  relatively  minuscule.  But  foiTner 
Alls  executives  say  the  86-year-old  com- 
pany posted  an  operating  loss  on  an  esti- 


OUT  OF  HAND? 
Former  Aris 
Chairman  Lari 
Stanton  (above)  was 
forced  out  in  a  1993 
purge  of  senior 
executives.  Since 
then,  sources  say, 
the  maker  of  the 
infamous  "bloody 
glove"  has  faltered 

mated  $185  million  in  sales  in  the  fiscal 
year  ended  June  30 — a  far  cry  from  the 
estimated  $35  million  in  operating  in- 
come on  $230  million  in  sales  they  say  it 
dehvered  to  Sara  Lee  in  fiscal  1993. 

To  be  sure,  Aris  Isotoner's  revenues 
were  hurt  by  an  unusually  mild  vdnter, 
the  ongoing  consolidation  of  traditional 
department  stores,  and  lower  prices  de- 
manded by  discount  retailers. 

But  by  most  accounts,  Sara  Lee  set 
Aris  up  for  trouble  in  1993,  when  Lew 
F'rankfort,  the  newly  appointed  head  of 
Sara  Lee's  accessories  division,  forced 
the  retirements  of  Chairman  and  coo 
Lari  Stanton,  a  popular  and  well- 


regarded  executive,  and  other  senior  cH 
ficers.  Frankfort  replaced  Stanton,  ncji 
67,  with  David  W.  Bryan,  49  [no  relatiiji 
to  Sara  Lee  CEO  John  H.  Bryan],  wl 
had  earned  his  stripes  in  Sara  Let 
bakery  unit  marketing  such  brands 
Sara  Lee  cheesecake  and  bagels.  Fran 
fort,  says  an  embittered  Stanton,  nc 
senior  vice-president  at  second-ranki 
glovemaker  Fownes  Brothers  &  C 
"decimated  the  whole  manageme 
team."  In  a  bid  to  double  sales,  to 
million,  in  five  years,  Sara  Lee  replac 
veteran  executives  with  people  w 
lacked  their  experience  in  the  glove  i 
dustries.  Says  Stanton,  the  grandson 
Aris  founder  Adolph  Steinberg( 
"Bryan  tried  to  run  a  glove  compai 
like  a  bakery." 
NEW  SYSTEMS.  Indeed,  Bryan  and  1 
associates  quickly  discovered  that  leat 
er  goods  and  cheesecake  are  differs 
worlds.  For  one  thing,  they  found  th 
tampering  with  a  well-oiled  sales,  prodi 
tion,  and  distribution  apparatus  can 
disastrous  in  a  quirky  business  in  whi 
lead  times  for  ordering  skins  exceed 
months  and  most  sales  occur  betwe 
Thanksgiving  and  Christmas.  Says  R 
Schroder,  who  recently  retired  as  pre 
dent  of  Aris  (Philippines)  Inc.:  "Th 
came  in  completely  unfamiliar  vrith  t 
company  and  tried  to  install  new  sj 
tems . . .  and  change  everylhing."  Wor 
complains  Harry  H.  Albritton,  fomi 
vice-president  for  sal( 
Bryan  "tended  to  avc 
talking  to  customers."! 

Bryan,  who  left  A 
in  September,  1994,  a 
is  now  president  of  cy 
bals  maker  Avedis  Zi' 
jian  Co.,  declined 
comment  on  his  perf( 
mance  at  Aris  or  i 
reasons    for  leaviri 
Frankfort  is  now  CEof 
Sara  Lee's  Champii 
Intimates,  and  Acces; 
ries  operations  but  is  ■ 
longer  responsible  for  Aris.  He  could|i 
be  reached  for  comment.  ! 

Jack  W.  Salisbury  Jr,  a  former  sen^ 
vice-president  with  Sara  Lee's  Playtp 
Apparel  Inc.  unit  who  succeeded  Bryi 
as  president  and  ceo  of  Aris  in  Septe 
ber,  1994,  called  last  year's  single-di, 
sales  drop  "disappointing"  and  blam' 
it  on  the  weather  and  late  deliveries 
nondeliveries.  Aris,  he  says,  is  now  p 
ning  its  hopes  for  a  rebound  on  a  cole 
winter,  new  glove  styles,  and  an  ( 
panded  casual-footwear  line.  Mean  whi/ 
he  says,  Aris  doesn't  plan  to  capitalize  I 
its  notoriety.  But  it  certainly  can't  hul 
By  Phillip  L.  Zweig  in  New  Y( 
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1  Want  PDwei; 
Features  And  Reliability.  Zg  z-noteflex. 


I  Want  It  All. 


You  Got  It 


Power  

High-speed  processors  to  lOOMHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  700+  MB  hard  drives 
Fast  local  bus  video  and  hard  drives 
Up  to  6  '5  hours  of  battery  life' 

Features  

User-upgradable  CPU,  HDD  and  LCD 
Swappable  floppy  for  second  battery 
Lockable  modular  components 
Integrated  16-bit  audio 

Two  Type-ll  PCMCIA  slots' 

Integrated  pointing  device  with  over- 
sized buttons 

I^LEXDOCK  "■"enhanced  port  replica- 
tor with  networking  and  expansion 
■  apabilities 

I  LEXSHOW  ■■■  multimedia  accessory 
unit  with  double-speed  525'CD-ROM 

'Irive 

Reliability  

PC  Tools"  anti-virus  software  loaded 
24  hr-7  day  toll-free  customer  support 
3-yr  limited  warranty  (first  year  on  site) 

If  you  have  a  number  of  needs,  look 
to  the  computer  that  offers  a  num- 
ber of  solutions  Z-NOTEFLEX:"  It  s 
what  you  want  in  a  notebook 

1-800-289-1279  Ext.  5178 

http://www.zds.com 


1  Daia  Systems  is  a  Bui!  i.ijii-ii.i,iriv  z  r^u  1  LH.t  ■  h  n>n 
fkand  the  Intel  Inside  logo  is  d  regisiered  trademark  of  Intel  Cofporai'on  PC  Tools  is  3  trademark  ol  Central  Point  Soltwate,  Inc  "Figure 
management  leatures  seleaed  and  peripherals  attached  "Opilonal  accessories  t Additional  Type-l.  Type-ll  and  Type-ll 


■e  trademarks  of  Zenith  Data  Systems  Corporation  IntelDXJ 
i-ballery  configuration  Battery  lile  depends  on  applications 
with  optional  modules  Specifications  are  subject  to  change 


DATA  SYSTEMS 
Make  The  Connection 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

FIRST  INTERSTATE: 
UP  FOR  GRABS? 

Investors  who  took  George  Salem's 
advice  last  month  certainly  made  a 
bundle.  He  sent  clients  an  alert  on 
Aug.  9  to  snap  up  shares  of  Chemical 
Banking  and  Chase  Manhattan  in  antic- 
ipation of  a  "potential  merger."  Events 
bore  him  out  on  Aug.  28,  when  the  an- 
nouncement drove  up  shares  sharply. 
Salem,  senior-vice  president  at  New 
York  investment  firm  Gerard  Klauer 
Mattison,  is  now  high  on  another  bank: 
First  Interstate  Bancorp  (l). 

Why?  Salem  thinks  this  Los  Angeles 
bank,  now  at  96  a  share,  will  be  ac- 
quired by  San  Francisco's  Wells  Fai'go 
at  about  120.  "First  Interstate  has  be- 
come the  most  attractive  tai'get  in  the 
industry,"  argues  Salem,  who  says  the 
two  need  each  other  to  maintain  com- 
petitiveness, boost  earnings,  and  roll 
back  costs. 

First  Interstate,  with  1,137  retail 
branches  in  13  Western  states — mainly 
California,  Texas,  and  Washington — is 
an  allming  target  for  other  banks,  too: 
NationsBank,  Banc  One,  and  Norwest, 
says  Salem.  But  he  reckons  Wells  Far- 
go will  be  the  one  to  snare  First  Inter- 
state: Wells  Fargo's  position  would  suf- 

WELLS  FARGO  MAY  BE  CALLING 


FIRST  INTERSTATE 
STOCK  PRICE 

WEEKLY  CLOSE 


SEPT.  5 


EARNINGS 
PER  SNARE 

$12.00 

1995  Est 

$11.00 

1994  i 

$9.41 

1993 

$6.68 

1992 

$3.23 

A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS, 
GERARD  KLAUER  MAHISON  i  CO. 

fer  if  somebody  else  got  it.  "Wells 
Fargo  has  a  strong  geographical  fit 
with  First  Interstate,"  he  says. 

Wells  is  the  15th-largest  U.  S.  bank 
holding  company  and  the  owner  of  Cal- 
ifornia's second-largest  bank.  But  with  a 
one-state  mai'ket  and  assets  of  only  .$50 
bilhon,  "it  may  not  be  large  enough  to 
be  competitive  in  the  emerging  banking 
world,"  Salem  says.  With  its  stock  at 
186  and  market  cap  of  .$9  bilhon,  Wells 
Fargo  is  trading  at  a  lofty  261%  of  its 


book  value.  First 
Interstate,  with 
assets  of  $56  bil- 
lion, trades  at 
187%  of  book. 

A   buyout  of 
First  Interstate 
at   120  a  share 
may  appear  pric- 
ey, concedes  Sa- 
lem. But  he  says 
such  a  deal  would 
push  up  Wells's  SEER  SALEM:  The 
1997  earnings  "by  Chase-Chemical 
at  least  10%  at  deal  was  no  shock 
the  outset." 

Wells  Fargo  Chainnan  Carl  Reich- 
ardt  has  been  after  First  Interstate 
since  1992,  says  Salem.  But  Interstate's 
then-CEO,  Ed  Carson,  was  unwilling  to 
sell  until  the  turnaround  he  had  been 
orchestrating  was  complete.  Now, 
"management  can  collect  full  value  for 
its  hard  work,"  notes  Salem. 

Both  banks  have  relatively  new 
CEOS — Bill  Siart  at  Interstate  and  Paul 
Hazen  at  Wells.  Salem  beheves  they 
are  more  willing  to  negotiate  a  merger 
in  light  of  the  recent  wave  of  consolida- 
tion. All  major  bank  holding  compa- 
nies "ai'e  now  consideiing  merger  alter- 
natives that  had  not  been  in  theii"  plans 
a  few  months  ago,"  asserts  Salem. 
Spokespersons  for  Interstate  and  Wells 
Fargo  declined  comment. 

ZAPPING  HAIR  MAY 
GIVE  PALOMAR  ZIP 

Starting  in  mid-August,  Palomar 
Medical  Technologies  (pmti)  stock 
took  a  leap:  from  2X  to  more  than  4  by 
the  end  of  the  month.  And  it  may  be 
headed  higher  still. 

The  reason:  Palomar  will  soon  an- 
nounce a  licensing  pact  to  market  Mas- 
sachusetts General  Hospital's  technolo- 
gy for  laser-based  hair  removal. 
Palomar  would  thus  compete  head-on 
with  Thermolase,  whose  stock  has 
soared  from  4  to  24  this  year  because 
of  its  laser  technology  that  removes 
imwanted  hair  folUcles.  Some  of  those 
buying  Palomar  in  mid-August  were 
Thermolase  investors  who  learned  of 
Palomar's  entry  into  the  $1  billion  hair- 
removal  market. 

The  agreement  gives  Palomar  ac- 
cess to  Mass  General's  clinical  data, 
which  show  the  safety  and  efficacy  of 
its  system  and  will  let  Palomar  file  for 
FDA  approval  of  the  system,  whose  pat- 
ent is  still  penchng.  Palomar  Chairman 


and  CEO  Steven  Georgiev  expects  fDj' 
clearance  by  early  1996. 

Each  year,  about  1  million  womei 
remove  unwanted  hair  through  elec 
trolysis,  a  painful  process.  Lasers  ar 
less  painful,  quicker,  and  less  expen 
sive,  according  to  Thermolase  and  Pal 
omar.  Palomar  already  has  the  manui 
facturing  capacity  and  distributioi 
system  to  market  its  product,  say 
Georgiev.  Palomar's  Spectrum  Medica 
Technologies  division  markets  a  lase 
system  to  remove  tattoos,  birthmarks 
and  other  skin  lesions. 

Palomar,  which  expects  to  post 
60c-a-share  loss  this  year,  should  mak 
39(2  in  1996,  on  estimated  sales  of  .$2 
million,  vs.  a  1994  loss  of  $1.31  a  shar 
on  sales  of  $14.6  million,  estimates  Am; 
Bell,  an  analyst  at  H.J.  Myers.  Basei 
on  this  outlook,  the  stock  should  hi 
10  this  year,  figures  one  big  investor. 


ORNDA  IS  ON  THE 
EXAMINING  TABLE 


Don't  count  hospitals  out  of  the  cui 
rent  mergers-and-acquisitions  ragt 
Hospital-management  stocks  have  beei 
in  full  recoveiy  this  year,  and  the  big 
gies  in  the  group — Columbia/HC. 
Healthcare  and  Tenet  Healthcare- 
have  been  on  the  prowl.  The  third 
largest  publicly  traded  hospital-man 
agement  company.  OrNda  (orndI 
pronounced  Oiinda,  will  likely  be  th 
next  target  of  either  Columbia/HCA  o 
Tenet.  So  say  some  buyout  pros  wh 
have  been  buying  into  OrNda,  whie 
provides  inpatient  and  outpatient  se: 
vices  at  its  47  hospitals  in  14  states. 

OrNda  stock  had  been  on  the  rise- 
from  1514  in  early  June  to  21  on  Sep1 
5 — partly  because  of  prospects  of 
buyout,  says  a  New  York  money  man 
ager.  He  says  Columbia/HCA  and  Tene 
are  interested  in  OrNda's  networks  i 
Arizona,  Southern  California,  South 
eastern  Florida,  Texas,  and  Nevada. 

OrNda  "has  the  best  operating  mar. 
agement  in  the  industry,"  says  one  ir 
vestment  banker,  who  finds  it  "th 
most  undervalued — and  still  under-ap 
predated  stock  in  the  gi'oup."  In  a  bu> 
out,  he  puts  OrNda's  worth  at  30. 

He  notes  that  the  company  has  bee: 
growing  fast,  mainly  through  acquis: 
tions,  since  emerging  from  bankruptc, 
proceedings  in  1990.  Analysts  se[ 
OrNda  making  $1.50  a  share  this  yea 
and  $1.75  next,  vs.  a  loss  of  $1.29  las 
year.  OrNda  officials  weren't  availabl 
for  comment. 
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"Are  all  Internet         How  can  I  create  a 
service  providers       Web  site?" 
the  same?" 

"Aren't  there  different 

How  much  will  it  cost?''  ^^^'"^ '  ^ 


iiiAiL   J  I     iioff       "WHAT  ABOUT 
^^Who  do  I  call?^^  SECURITY?" 

Vhat  equipment  do  I  need?  "        ^^What  kind  of  support  can 

I  expect?^' 

"How  does  the  Internet 
work?" 

"How  long  does  it  take?" 

"\%  an  Internet  connection  . 

dependable?"  ^^^7 

upgrade  after 

/•  099 
,„j  vw...|^w...^.^        Sign  on. 

with  the  Internet?^"^ 

"Is  training  available?" 

"Are  there  any  service  guarantees?'' 

How  do  I  connect  my  business  flo  the  Infernet?^^ 

1-800-827-7482 

)on't  go  to  a  phone  company,  a  computer  company,  a  software  company  or  a  cable  TV  company  with  your  Internet  questions. 
ie  to  where  the  Internet  starts.  PSIA/sr®. 

Ve  offer  access  for  all  platforms  and  all  operating  systems  with  a  broader  range  of  services  than  all  our  competitors  combined, 
widest  variety  of  speed  and  connectivity  options.  And  unparalleled  customer  training  and  support. 

viobody  makes  it  easier.  No  one  can  offer  you  more  secure  or  reliable  service.  Because  PSI/Vet didn't  just  get  into  the  business 
:erday.  We  built  the  Internet  from  its  very  beginnings.  And  we've  been  shaping  its  evolution  ever  since.  We're  an  undisputed 
ler  in  Internet  technology  and  the  world's  most  sophisticated  network.  That's  why  we  do  it  better  than  anybody  else.  Call  us. 


IB  PSINet  the  internet  starts  here 

Internet  E-Mail:  psinet-info@psi.com  •  World  Wide  Web:  http://ww\A/. psi.net/  •  PSIAifrfaxserver:  1-800-329-7741 


PSIWfr®  offers  InterFrame®  and  InterMAN "  dedicated  leased  line  services  from  56Kbps  to  T3,  ISDN  and  analog  dial-up 
-AN  On-Demand  "  services  from  14.4  to  64Kbps,  UUPSI®  mail/news  service,  individual  dial-up  modem  and  ISDN  service  via  InterRamp'" 
And  24-hour  interactive  presence  on  the  global  Internet  with  PSIWeb™.  (NASDAQ  -  PSIX) 


Without 

Unisys  Desktop  Services, 
supporting  each  computer  user 
can  run  up  quite  a  bill. 


According  to  industry  research,  the 

Maintenance  Service  uses  a  unique  mod- 

And Help  Desk,  a  24-hour  software 

I  out-of-control  expense  in  business 

ular  replacement  method  that  cuts  expen- 

support  line  that  gives  your  users  the 

y  is  the  cost  of  supporting  desl^top 

sive-and  sometimes  crippling-downtime. 

answers  they  need.  First  time,  every  time. 

puters.  In  fact,  it  now  costs  companies 

Our  Asset  Management  Service  will 

All  of  which  are  delivered  by  a  single 

3  $10,000  per  year  to  support  each  one. 

inventory  and  analyze  your  existing  hard- 

source of  proven,  worldwide  expertise. 

Fortunately,  Unisys  Desl^top  Services 

ware  and  software,  and  then  show  how  to 

In  fact,  nobody  can  help  you 

bring  these  costs  under  control. 

get  the  most  from  them.  There's  also 

minimize  your  costs  and  maximize  the 

With  its  comprehensive  range  of 

Network  Enable,  a  specialized  integration 

return  on  your  investments  like  Unisys 

grams,  Unisys  Desktop  Services 

unit  that  can  help  you  control  the  costs  of 

Desktop  Services.  Find  out  more  by 

s  you  all  you  need  to  control  all 

running  your  network  effectively,  from 

contacting  us  on  the  Internet  at 

support  expenses.  No  matter  what's 

planning  it  to  installing  it  to  maintaining  it. 

http://www.unisys.com/adv  or 

our  desktops,  where  in  the  world  it 

by  calling  1-800-874-8647,  ext.  207. 

r  whose  names  are  on  it. 

UNiSYS 

And  hurry.  Because  the  bill  you're 

For  example,  our  Desktop 

running  up  now  can  only  get  bigger. 

The  Information  Management  Company 


Government 


LAWSUITS 


LOOK  WHOS  FEEDING 
THE  LITIGATION  FIRE 

The  Chamber  of  Commerce,  tort-reform  lover,  is  filing  lawsuits 


No  sooner  had  President  Clinton  an- 
nounced an  executive  order  ban- 
ning striker  replacements  for  feder- 
al contractors  last  March  than  Stephen 
A.  Bokat  got  an  urgent  call  from  law- 
yers for  Bi-idgestone/Fii-estone  Inc.  The 
attorneys  for  the  tiremaker,  then  in  the 
midst  of  a  bitter  strike,  wanted  to  know 
if  Bokat,  general  counsel  of  the  U.  S. 
Chamber  of  Commerce,  would  file  a  suit 
challenging  the  executive  order. 

For  Bokat,  the  decision  was  easy.  He 
had  just  finished  meeting  with  outraged 
business  lobbyists  who  had  defeated  a 
striker-replacement  ban  in  Congi*ess. 
"The  issue  was  tailor-made  for  us,"  he 
says.  "Everyone  thought  it  was  a  cheap 
shot  from  the  President."  Within  a 
week,  the  chamber  had  filed  a  lawsuit 
seeking  to  block  Clinton's  order. 
TAKING  ON  NADER.  What  a  turnabout: 
The  very  trade  association  of  Corpo- 
rate America  that  for  years  has  sought 
tort  refoiTn  to  keep  claimants  out  of  the 
courtroom  is  now  lobbing  lawsuits  in 
record  numbers.  Content  during  the 
Reagan  and  Bush  eras  to  file  friend-of- 
the-court  briefs  from  the  sidelines  to 
bolster  members'  lawsuits,  chamber  law- 
yers have  been  roused  to  action  by  the 
Clinton  Administration.  The  group's  re- 
cent litigation  is  a  "response  to  the 
President's  regulatory  agenda,"  explains 
Bokat.  "Who's  sitting  in  the  White 
House  is  a  primaiy  motivator." 

The  National  Chamber  Litigation 
Center  was  founded  in  1977  as  a  re- 
sponse to  the  public-interest  litigation 
groups  formed  years  earlier  by  Ralph 
Nader's  consumer  advocates.  But  its 
voice  hasn't  been  a  loud  one.  With  an 
annual  budget  of  roughly  $500,000,  the 
chamber's  three-lawyer  team  has  filed 
only  about  25  lawsuits — mostly  Carter 
Administration-era  battles  against  work- 
er-safety and  workplace-discrimination 
regulations — and  120  friend-of-the-coml 
briefs  in  those  18  years. 


e  ciiam 


But  lately,  the  pace  is  quickening. 
The  chamber  has  five  pending  lawsuits 
challenging  labor  and  environmental 
niles  at  the  state  and  federal  levels,  a 
record  case  load.  A  July  31  federal  court 
inHng  on  the  chamber's  striker-replace- 
ment suit  upheld  Clinton's  order,  but 
blocked  its  implementation  because  it 
could  rob  companies  of  a  key  lever  in 
collective  bargaining  negotiations.  The 
chamber  has  since  filed  an  appeal  chal- 
lenging the  legality  of  the  President's 
ban.  But  it  faces  an  uphill  battle,  since 
courts  generally  give  the  Oval  Office 
wide  leeway  in  issuing  executive  orders. 

In  addition,  the  chamber  and  other 
groups  early  this  year  asked  a  federal 
appeals  court  in  Washington  to  declare 
an  Interior  Dept.  Superfund  rule  overly 
punitive.  And  teaming 
up  with  other  groups, 
it  forced  a  settlement 
requiiing  the  Environ- 
mental Protection 
Agency  to  issue  less- 
intrusive  hazardous- 
waste  rules  by 
December. 

The  chamber  even 
scored  a  recent  win 
against  its  other  nem- 
esis: the  state  of  Cah- 
fornia.  On  Aug.  24, 
the  federal  appeals 
couit  in  San  Francisco 
stinick  dovim  a  Contra 
Costa  County  ordi- 
nance requiring  em- 
ployers to  pay  county- 
set  wages  on  private 
construction  projects. 
The  court  agreed  with 
chamber  lawyers  that 
mandating  govern- 
ment-imposed wage 
rates  violates  the 
collective-bargaining 
rights  of  private  em- 


oor  r 


ployers  and  workers  under  the  Natic 
al  Labor  Relations  Act. 

Meanwhile,  the  chamber  and  oth 
trade  groups  are  fighting  Californi 
green-marketing  statute.  The  law  i: 
poses  advertising  restrictions  on  comj 
nies  claiming  their  products  are  en 
ronmentally  safe  or  recyclable.  B 
opponents  say  the  rules  are  so  broac 
written  they  often  prevent  informati 
beyond  the  most  basic  statements,  s 
Del  Monte  ads  explaining  the  recycU 
virtues  of  tin  cans.  In  July,  the  chaml 
asked  the  U.  S.  Supreme  Court  to  ( 
cide  whether  the  restrictions  tramj 
on  commercial-speech  rights. 
CRUSADERS.  Private  companies  seek  t 
chamber's  imprimatur  to  give  seeminj 
parochial  complaints  greater  weight 
and  in  some  cases,  to  find  poUticai  cov 
"We  picked  the  chamber  because  it's 
broad-based  organization,"  says  D 
Groninger,  general  counsel  at  Nashvil 
based  Bridgestone/Firestone.  The  str 
er-replacement  ban  "impacts  a  lot  of 
dustries  besides  ours."  But  lab 
contends  that  the  chamber  does  lit 
to  help  companies  advance  their  cau 
"They're  just  another  voice  withe 
much  more  to  say,"  says  one  lawyer 
volved  in  the  striker  replacement  ca 
"Management  alreaji 
has  top-drawer  lap 
yers  and  doesn't  ne!! 
outside  legal  help."  i 
Nonetheless,  t' 
corporate  communis 
likes  their  tra: 
group's  new  crusadiS 
style.  The  chamba 
has  "some  of  the  fe 
lavr/ers  that  reme- 
ber  their  oath  to  px 
tect  everybod;( 
rights,"  says  Willia 
A.  Stone,  chief  execf 
tive  of  KentuckP 
based  Louisville  Ph' 
Glass  Co.,  a  nonuni; 
shop  that  once  usi 
striker  replacemen. 
As  long  as  there'si 
pro-regulation  Pre 
dent  in  the  Whif 
House,  Bokat's  la- 
yers will  keep  thr 
guns  aimed  a 
ready. 

By  Catherine  Yafi 
in  Washington 


iiiciuding  a  sui 
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"At  Sunkyong,  we  are  not 
awaiting  the  21st  century, 
we  intend  to  shape  it." 

Jong-Hyon  Chty 
Chairman  of  the  Sunkyong  Group 


When  the  Sunkyong  Group  was  founded  in  1953,  we 
were  a  small  company  producing  woven  textiles. 
Today,  Sunkyong  is  one  of  the  five  largest  conglomer- 
ates in  Korea,  with  offices  in  all  of  aHMMHi 
the  world's  major  business  centers. 
As  the  first  Korean  company  to 
produce  synthetic  fibers,  Sunkyong 
has  grown  into  a  vertically  integrat- 
ed manufacturer  of  a  broad  spec- 
trum of  products  ranging  from 
petroleum  to  textiles. 

At  present,  Sunkyong  is  a  major 
producer  of  petroleum-based 
products,  a  global  trading  compa-  ' " 

ny,  and  a  leading  manufacturer  of  polyester  films 
and  magnetic  and  optical  media.  We  also  have  a 


Tlje  Sunkyong  Group  of 
Korea,  with  annual  revenues 

of  more  than  $22  billion 
and  over  22,000  employees  on 
five  continents,  is  a  worldwide 
leader  in  the  fields  of 
energy,  international  trade, 
petrochemical  products, 
telecommunications,  and  engi- 
neering &  construction. 


major  presence  in  telecommunications,  distribution, 
financial  services,  and  engineering  &  construction. 

The  result  in  the  United  States  Sunkyong 
■MHBHHi  generates  over  $1.5  billion  in 
annual  revenues  working  with 
hundreds  of  American  companies, 
and  we  have  strategic  alliances 
with  such  giants  as  Polaroid  and 
the  Fleming  Companies. 

These  alliances  reflect  the 
focused  application  of  time, 
energy,  and  resources  required  for 
a  shared  understanding  of  objec- 
tives  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated 
to  making  a  reality. 


For  more  information,  contact  John  Rich,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  New  York,  N.Y.  10022,  Fax:  (212)  906-8137 

FOR    SUCCESS    WORLDWIDE,    SAY  SIINi^N# 

Sunkyong  Limited  •  Yukong  Limited  •  Sunkyong  Industries  •  SKC  •  Sunkyong  Engineering  and  Construction 


Social  Issues 


MINORITIES 


of  Americans  of  color  that  there's  no 
place  in  the  party  for  them." 

The  appeal  has  worked  with  younger 
party  members.  In  the  Senate,  Republi- 
cans led  by  fi-eshman  Spencer  Abraham 
(R-Mich.)  will  wrap  some  new  ideas 
around  a  bundle  of  gop  policy  perenni- 
als. The  result:  100  "enhanced  enter- 
prise zones"  that  would  enjoy  big  tax 
cuts,  reduced  regulation,  federal  help  in 
home  buying,  and  school  vouchers.  Ciu"- 
rent  tax  breaks  targeted  at  inner  cities 


BLACKS  VOTING  REPUBLICAN? 
IF  JACK  KEMP  HAS  HIS  WAY 

He's  pushing  a  minority-friendly  agenda  in  Congress 

Jack  Kemp  isn't  iiinning  foi'  any- 
thing. Except,  perhaps,  Matchmaker 
of  the  Year  The  former  Housing  & 
Urban  Development  Secretary  is  at- 
tempting to  aiTange  a  mannage  between 
black  voters  and  Republicans  at  the  un- 
likely altar  of  affirmative  action.  At 
stake,  Kemp  believes,  is  nothing  less 
than  the  future  of  the  gop  and  the 
health  of  America's  inner  cities. 

Certainly,  today's  headlines  don't 
point  to  any  romance  between  African 
Americans  and  the  (;op. 
The  three  leading  Repub- 
lican Presidential  candi- 
dates are  all  vowing  an 
end  to  minority  set-asides, 
hiring  quotas,  and  racially 
based  college  admissions. 
"MEND  IT."  But  in  Con- 
gress, it's  another  stoi'v, 
due  in  large  part  to 
Kemp's  prodding  and  the 
support  of  House  Speaker 
Newt  Gingrich  (R-Ga.). 
Worried  that  a  sharp  re- 
versal of  racial  set-asides 
vrill  harm  the  party's  ef- 
forts to  reciTiit  black  vot- 
ers in  1996,  Senate  and 
House  Republicans  are 
scrambling  to  come  up 
with  a  minority-friendly  al- 
ternative. Preparing  for 
the  i)ost-recess  legislative 
bUtz,  Republicans  ai'e  wilt- 
ing bills  featuring  big  tax 
breaks  for  companies  and 
individuals  willing  to  invest 
in  inner  cities.  The  legis- 
lation will  be  billed  as  the 
GOP's  counterpoint  to  the 
"mend  it,  don't  end  it" 
White  House  approach  to  the  federal 
government's  160  affinnative  action  pro- 
gi'ams.  Meanwhile,  some  Republican  con- 
gi'essmen  are  readying  a  heavyweight 
lobbying  campaign  to  close  the  deal. 

The  Republican  package  is  the  brain- 
child of  Kemp,  who  never  misses  a 
chance  to  celebrate  the  GOP  as  the  "par- 
ty of  Lincoln."  Says  Kemp:  "Affirma- 
tive action  has  to  be  replaced  by  some- 
thing. Othei-vrise,  we  just  signal  millions 


^  Affirmative  action  has  to 
lit"  itipiaced  by  something.  Otherwise, 
we  just  signal  millions  of  Americans 
of  color  that  there's  no  place  in  the 
party  for  them  II-jackkemp 


are  considered  too  weak  to  be  effective. 

Under  the  most  generous  of  the  pro- 
posals, taxpayers  could  deduct  the  cost 
of  buying  up  to  $500,000  worth  of  stock 
in  a  company  located  within  a  zone. 
Then,  if  the  stock  is  held  for  five  years, 
any  profits  on  the  sale  would  be  ex- 
empt fi'om  federal  capital-gains  taxes. 
Businesses  within  the  zone  could  de- 
duct twice  their  usual  limits  for  new 
plant  and  equipment.  Tax  credits  would 


offset  some  constniction  costs.  And  ft 
eral  regulatory  agencies  could  be  ask 
to  gi'ant  waivers  to  the  projects  as  lo 
as  health  and  safety  are  not  affected 
The  biggest  hm-dle  could  be  the  pac 
age's  5-year,  $7  billion  price  tag.  "i 
Kemp  argues  that  the  plan  would  bo( 
the  economy  of  many  cities,  cut  chroi 
unemployment,  and  bolster  par] 
strength.  "With  this  kind  of  approach; 
third  to  40%  of  the  minority  vote  coi 
go  to  Republicans,"  he  says  vdth 
typical  put-me-in,  coach  optimism. 

Gingiich  insists  that  a  package  of 
ner-city  development  incentives  is 
tage  Republicanism  that  vrill  appeal 
minorities.  He  promised  membei-s  to  "I 
cus  more  of  oiu-  energy  on  how  we  (| 
sign  a  helping  hand"  and  has  asked  R(j 
resentative  J.  C.  Watts  Jr  (R-Okla.),  oj 
of  only  two  black  House  (iOP  members, 
ch'aft  an  alternative  to  racial  preferencl 
Watts  is  focusing  on  school  choice  a 
capital  fonnation  as  the  key  to  develop] 
the  inner  cities.  Banki 
institutions  lending  mon! 
witliin  an  enterprise  zo 
would  be  exempt  from  t| 
papei-work  requirements 
the  Community  Reinve| 
ment  Act.  A  jwrtion  of  fijl 
eral  loans  and  block  gi'aife 
— as  much  as  25*%- — woii 
be  reserved  for  the  zoncj! 

Not  everyone  in  ts 
GOP  is  convinced  that  ii 
necessaiy  to  come  up  w|i 
a  palatable  alternative  )i 
affirmative  action.  Repis 
lican  National  Committii 
Chairman  Haley  BarbcS 
insists  that  "we  alrea 
have  the  high  gi'ound,  a  i 
we  don't  need  to  do  ai| 
thing  other  than  to  be 
equal    opportunity  aj 
against  discrimination 
any  kind."  With  a  packi 
legislative  calendar,  C( 
gress  won't  have  mij( 
time  to  deal  with  the  ini 
city  this  fall. 

But  GOP  supporters 
counting  on  the  wider 
peal  of  tax  breaks  to  bi 
ness  and  investors  to  help  move  the  li 
islation  early  next  year.  Senat 
Abi'aham  also  intends  to  line  up  Repil- 
lican  governors  and  many  Democrat 
mayors  for  a  major  lobbying  blitz.  W. 
GOP  Presidential  hopefuls  hamniei  i 
away  at  affirmative  action  almost  on 
daily  basis,  minority  voters  are  goingi) 
be  demanding  GOP  alternatives.  KeiJ 
claims  to  have  the  ready-made  answi' 
By  Paul  Magmisson  in  Washingii 
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INVEST    FOR    THE  LONG-TERM 


IF  THE  PAST  HAS  TAUGHT  US  ANYTHING,  IT  IS  THE  UNPREDICTABILITY  OF  THE  FUTURE. 
So  we  follow  a  philosopky  of  money  management  tased  on  long-term  goals.  At  Putnam,  we  don't  select  trendy 
securities  or  make  abrupt  sliifts  in  asset  allocation.  Instead,  our  concern  is  for  disciplined  decision-making 

Lased  on  tkorough  researck.  It's  an  approack  tkat  works  for  over  400  institutional  clients  and  4  million 
individual  investors  witk  over  $90  killion  in  assets  under  our  management.  So  wkile  we  always  recommend 
you  seek  professional  advice  from  a  financial  advisor,  we  also  suggest  you  ckoose  a  money  management 
firm  tkat's  been  looking  to  tke  future  for  over  50  years. 

PUTXAM 

INVESTMENTS 

® 


A     TIME-HONORED     TRADITION  IN 


MONEY  MANAGEMENT 


BROUGHT  TO  YOU  BY 


Beyond  news.  Intelligence. 


your; 


Machine 


VIeans  Busines  s  I 

Opportunities!  Information!  Partners!  Contacts! 


^^^^th  over  90  million  fax  machines  in  the  world, 
find  out  how  to  use  yours  to  reach  an  audience  of 
intemational  businesses. 


I 
I 

I 


We'll  send  you  everything  you  need  to  get  started.'^ 

[l^y  fax,  of  course]  i 


dustries 


»PING 


rARP  SPEED 
N  THE  HIGH  SEAS 

^jet  freighters  could  cut  transatlantic  voyages  in  half 


he  world's  shipping  lines  are  rac- 
ing to  put  ever-larger  super- 
freighters  to  sea.  But  naval  archi- 
tect David  L.  Giles  thinks  this 
;upation  with  size  is  a  fight  among 
aurs.  No  matter  how  big  cargo 
get,  they  will  always  lumber  along 
ighly  20  knots.  For  landlubbers, 
23  mph. 

lat  shippers  really  need  in  today's 
it-satisfaction  markets,  Giles  in- 
is  gi-eater  speed.  So  he  wants  to 
ii  a  sleek  new  breed  of  freight- 
it  marries  jet-ski  technology  to  a 
hull  design  100  feet  shorter  than  a 
ntional  superfreighter.  These  jet 
could  slice  thi"ough  mountainous 
;  at  full  speed  and  cut  transatlantic 
:es  in  half,  to  less  than  four  days, 
would  charge  up  to  twice  the  ordi- 


nary rate  for  sea  freight,  thus  making  up 
for  their  higher  fuel  costs.  Says  Giles: 
"This  ship  is  going  to  do  for  the  move- 
ment of  things  exactly  what  the  Boe- 
ing 707  did  for  the  movement  of  people." 
ATLANTIC  EXPRESS.  Giles  has  made  be- 
lievers out  of  engineers  at  the  Massa- 
chusetts Institute  of  Technology  who 
have  performed  computer  simulations 
on  his  design  and  recommended  im- 
provements. MIT  aeronautics  professor 
Robert  W.  Simpson  says  Giles's  startup, 
FastShip  Atlantic  Inc.  in  Alexandria, 
Va.,  could  become  the  Federal  Express 
of  seagoing  cargo:  "It's  going  to  be  a 
very  big  business." 

FastShip  Atlantic  has  many  a  league 
to  go  before  that  happens.  The  biggest 
ship  launched  so  far  is  a  23-foot-long 
model,  whereas  working  vessels  would 
stretch  to  863  feet.  And  while  the  com- 
pany has  $11  million  in  the  bank,  it 
needs  $800  million  to  build  four  ships 
and  have  some  working  capital. 
Traditional  shipping  gi- 
ants aren't  investing 
in  FastShip — Sea- 
Land  Inc.,  for  one. 


9W 

^STSHIP 
9PES  TO  ZOOM 

istShip  would  shave 
ys  off  conventional 
ipping,  both  on  the  high 
IS  and  in  port.  Here's  how: 

Six  jet  engines  supply  power  to  five  "waterjets" — speed:  35-37  knots. 

The  deep  bow  cuts  through  waves,  while  the  wide,  flat  stern  keeps  the  hull 
level  at  high  speeds. 

No  need  for  cranes:  Containers  pass  through  doors  in  the  stern,  riding  on  an 
air-cushioned  train.  Loading  and  unloading  would  be  over  80%  faster. 

DATA;  FASTSHIP  ATUNTIC 


Database  Marketing 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
40,000  emerging  firms,  mainly  private  but 
also  subsidiaries  of  public  companies.  Last 
year  one  in  six  of  these  companies  ex- 
panded employment  by  over  40%.  These 
firms  are  creating  new  jobs  and  they  have 
demonstrated  a  need  for  almost  every  kind 
of  business  product  or  service  -  everything 
from  office  equipment  to  disability  insur- 
ance to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for 
sales/marketing  executives  who  use  it. 
Taken  from  the  CorpTech  Directory  of 
Technology  Companies,  this  information 
on  disk  or  in  print  can  be  easily  added  to  a 
contact  manager  or  other  larger  database  for 
unlimited  annual  use.  It's  the  only  re- 
source available  that  uncovers  America's 
emerging  sector  of  technology  manufacUir- 
ers.  CorpTech  gives  you  their  names,  geo- 
graphic location,  growth  rates  for  each 
company,  plus  names,  titles,  and  responsi- 
bihties  of  their  133,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers 
for  specific  products,"  Mike  Mueller,  Man- 
ager, Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  vour  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  Wobum,  MA  01801. 


Plant  Trees  for  America 


Ten  free  Colorado  Blue  Spruces, 
will  be  given  to  each  person 
who  joins  The  National  Arbor  Day 
Foundation.  To  become  a  member 
and  receive  your  free  trees,  send  a 
$10  membership  contribution  to 
Ten  Blue  Spruces,  National  Arbor 
Day  Foundation,  100  Arbor 
Avenue,  Nebraska  City,  NE  68410. 

Join  today,  and  plant  your  Trees 
for  America! 


The  National 

Arbor  Day  Foundation 


ONCE  AYEAR, 

WETUM 
COMPETITOR 


Every  year,  Business  Week  brings  together  hundreds  of 
CEOs  from  top  U.S.  corporations  for  face-to-face 
interaction  and  discussion.  The  agenda  —  the  latest 
issues  affecting  quaUty  leadership.  Once  again,  this 
prestigious  event  will  take  place  in  Washington,  D.C., 
drawing  key  figures  in  business  and  government.  For 
CEOs  who  want  to  stay  on  top,  it's  a  valuable 
opportunity  to  meet  the  competition  and  find  out  the 
latest  strategies  for  effective  corporate  leadership. 


)  1995  Symposium  of  Chief  Executive  Officers 

ng  Charge:  The  New  American  Leadership 

ember  27-28,  1995 

Willard  Hotel,  Washington,  D.C. 

ired  Speakers: 


Artzt, 
and  CEO, 

Givnhle 


ibauer, 
and  CEO, 
K 


Charlotte  Beers, 
Chairman  and  CEO, 
Ogilvy  &  Mather 
Worldwide 


The  Hojwrahle 
Pete  Domenici, 
United  States  Senate 
(R-NM) 


fgang  R.  Schmitt, 
Chairman  and  CEO, 
Rubbermaid 
Incorporated 


Raymond  W.  Smith. 
Chairman  and  CEO, 
Bell  Atlantic  Corporation 


The  Honorable 
Newt  Gingrich, 
Speaker  of  the  House 
of  Representatives 


Ambassador 
Mickey  Kantor, 
United  States  Trade 
Representative 


Arthur  C.  Martinez, 
Chairman  and  CEO, 
Sears,  Roebuck  and  Co. 


George  Stephanopoulos, 
Senior  Adviser  to  the 
President  for  Polic\i  cr 
Strategy 


The  Honorable 
William  E  Weld. 
Governor. 

The  Commonwealth  of 
Massachusetts 


David  R.  Whitwam. 
Chairman  and  CEO, 
Whirlpool  Corporation 


ociation  with: 

can  National  Standards  Institute 

ac  Motor  Car  Division 

ck  &  Struggles,  Inc. 

ola  Semiconductor  Products  Sector 

rincipal  Financial  Group 

istitute  Inc. 

etrix,  Inc. 

>  Corporation 


With  support  from: 

Greater  Washington  Initiative 
Wharton  Executive  Education 

Do)it  miss  this  important  industry  gathering. 
For  registration  information,  please  call 
Julie  Terranova,  Registrar, 
Business  Week  Executive  Programs, 
+  1(212)512-2184. 


BusinessWeek 

EXECUTIVE  PROGRAMS 


Beyond  news.  Intelligence. 


You  could  pay 
3  times  as  much 
for  a  business-class 
teleconferencer. . . 


Industries 


$14099 
•■•>/  #43-2 


.but  why?  Add  thi.s  full-duplex 
speaker  to  your  telephone  to 
let  both  parties  speak,  without 
cutting  each  other  off.  Digital 
Signal  Processing  (found 
in  products  at  three  times 
the  price)  cuts  annoying 

"echo"  common  to  other 
.  amplifiers.  To  order,  or 
for  the  location  of  a  store 
near  \'( lu,  call: 


1-800-THE-SHACK™ 

RadioShack 

You've  got  cjiicstions.  We\  e  got  answers^' 


Prices  apply  ai  participalmg  RadioShack  slo'es  and  dealers  Hems  not  available  al  a  parlicipating  slore  can  be  special-ordered  (sub|ect  lo 
price  A  pdflicipaling  store  will  olter  a  compafable  value  it  Ifie  product  is  sold  out  Independent  HadioShach  dealers  and  (ranchisees  may  n 
or  stock  o'  spec.al-order  every  Mem  advertised  Copies  ot  applicable  warranties  are  available  upon  fequesl  at  stores  (or  inspection  betore  s 
Relations,  1400  One  Tandy  Center.  Fort  Wortfi,  TX  76102 


ailability)  al  Ibe  advertised 
be  participating  in  this  ad 
=  ,  or  by  wrtling  Customer 


1996  B 


PLANNERS 

ssWeek  for 

$16.95 


from  BusinessWeek  for 

just 


Plus  $2.25  handling 
&  packing 

Gold  blocking  of 
your  full  name 
I  add  $4.75 

Planner  size: 
6V>"x3  7«"x7." 


]V[ade  hy  British  craftsmen  - 
and  available  in  your  choice  of  color: 
classic  black  or  rich  burgundy  this 
slimline  pocket  planner  offers  real  value 
for  money.  Boasting  a  13-month  calendar, 
week-to-vR'w  appointments'  pages,  and  a  useful 
business/travel  information  section  it's  the  planner 
you  should  already  be  using. 

TO  ORDER:  Make  check  payable  to  BUSINESSWEEK 

PLANNER  and  mail  to  DEPT.  BN.54PP6,  P.O.  Box  1597,  ^  ' 

Fort  Lee,  NJ  07024  U.S.A.  Enclose  separate  sheet  with  color  choice,  personalization 
requirements  and  delivery  details.  N.J.  residents  add  6%  Sales  Tax.  U.K.  residents 
please  add  V.A.T.  Full  refund  if  not  completely  satisfied  with  materials  and 
workmanship.  For  customization  options  and  special  discounts  on  larger  quantities 
call  Amanda  Kane  on  201-461-0040. 


U.^.\  Cretlit  card  holders  may 


TOLL-FREE 
800-247-2570 

In  Iowa  800-362-2860 
.Aik  Operator  IS  for  Uepl  BN54PP6 
We  honor  kmls.  Diners  Visa  MasierCard 


concluded  that  fast  freighters  were 
economical  after  building  eight  of  the 
called  SL-7S,  in  1971  and  1972.  It  si 
them  to  the  Navy. 

FastShip  Atlantic  executives  vow 
torpedo  doubters  by  starting  constri 
tion  of  the  first  ship  by  mid-1996. 
1998,  they  assert,  FastShips  will 
whisking  Bose  stereos  and  Kodak  film 
Europe,  with  Volvos  making  the  t 
back.  By  shrinking  their  in-transit 
ventoiy  costs,  manufacturers  could  s£ 
money  even  after  paying  premium  rat 
says  David  B.  Merchant,  transportat 
director  for  Eastman  Kodak  Co.  Vo 

SPEEDING  ACROSS  THE 
ATUNTIO 

FastShip  Atlantic  aims  to  fill  a 
niche  between  airfreight  and 
conventional  cargo  ships. 

PAYLOAD  SPEED  DOOR-TO-OOH 
(TONS)      (KNOTS)  DELIVERY* 


FASTSHIP  8,500 
BOE[nG  747  80 


475 


CONVEKTIONAL  25,500  20 
CARGO 


TECHNO-  1,000 
SUPERLINER 


50 


5-7  days 
3-5  days 
14-35  daj 

NA 


•TRANSATLANTIC 

NA  -  not  applicable,  since  the  TSL  won  t  run  on  the  Atlan* 

DATA  FASTSHIP  ATLANTIC  INC  ,  SHIPPERS,  BUSINESS  WEEK 

Transport  Corp.  bets  it  could  cut  $; 
million  from  its  inventory  in  a  sin 
stroke  by  switching  to  FastShip. 

These  would-be  customers  aren't 
prised  by  the  shipping  industiy's  > 
shoulder  In  the  global  shipping  car 
whose  members  meet  to  fix  rates 
service  terms  under  antitrust  immun 
"there  isn't  a  lot  of  incentive  for  crea' 
ity,"  says  Roger  W.  Wigen,  3M's  tra 
portation  policy  manager 

The  technology  works,  at  least  in  \ 
totype.  In  trials  in  July  in  Gotebc: 
Sweden,  the  23-foot  model  plowf 
through  seas  that  loomed  as  large 
75-foot  waves  would  to  a  full-size  slj 
"It  exploded  the  wave — dissipated  ' 
crows  Giles.  The  FastShip  has  a  de) 
V-shaped  bow  and  gi-ows  flatter,  e'j 
shghtly  concave,  toward  the  stern.  l.i 
prevents  the  stem  from  scjuatting  del 
at  higher  speeds,  and  virtually  elit 
nates  the  heaving  in  hea\y  weather  t| 
can  crack  normal  hulls.  |i 

The  latest  design  of  the  propulst 
system  calls  for  six  General  Electric  ) 
turbines — modified  models  of  the  engi« 
on  747  aircraft.  Instead  of  propellf^ 
the  turbines  would  drive  five  so-cak 


Things  have  changed  considerably  since  the  days  of  stone  slates.  Yet,  no  matter  how  advanced  the  technology, 
the  intent  remains  the  same:  People  communicating  with  people,  expressing  their  most  important  thoughts  and  ideas. 
Since  1881,  Oki  has  been  helping  businesses  and  individuals  communicate  around  the  world, 
without  losing  that  personal  touch.  We've  grown  a  bit  since  then,  to  a  global  leader  in  telecommunications, 
information  processing  and  electronic  devices.  Still,  as  we  develop  new  multimedia  technologies, 
we  always  keep  in  mind  our  most  important  goal:  Getting  the  message  across  for  you.  without  getting  in  the  way. 


Telecommunications     /aBm  Information  Processing 


Electronic  Devices 


OKI 


 9"  

See  us  at 
Stand  No.5. 113 


Oki  Electric  Industry  Co., Ltd. 


Tokyo,  Japan 


HALFWAY 
THERE 


A  POWERFUL  DRAMA  FOR  ALCOHOL  AND  DRUG  ABUSE  PREVENTION 


Millions  of  teens  use  alcohol  and  drugs  each  year. 
Halfway  There  helps  to  change  young  people's  perception 
about  illegal  alcohol  and  drug  use. 

Over  700,000  young  people  have  experienced  live 
performances  of  Halfway  There  in  schools  across  the 
country  and  internationally. 

For  information  about  helping  to  make  a  difference  by 
sponsoring  Halfway  There  in  your  community  contact: 


periwinkle 

■  NATIONAL  THEATRE  Fl 


NATIONAL  THEATRE  FOR  YOUNO  AUDIENCES 

19  Clinton  Avenue,  Monticello,  NY  12701  (914)794-1666 

This  advertisement  is  a  contribution  to  the  national  drug  abuse  prevention  effort. 


Industries 


waterjets,  which  suck  in  water  ft-om 
lets  beneath  the  hull  and  use  spinni 
blades  to  pump  it  out  the  stem  at  hi 
speed.  The  side  jets  would  help  ste 
while  the  big  middle  one,  driven  by  t' 
turbines,  is  strictly  for  power.  Wat! 
jets  ah'eady  drive  fast  feiries  plying  ■ 
North  Sea.  FastShips  would  cruise 
35  to  37  knots,  or  close  to  43  mph. 

Coupled  with  drive-through  doors 
the  stern  for  speedy  loading  and  \ 
loading  of  cargo  containers  linked 
gether  in  air-cushioned  "trains,"  the 
suits  would  be  impressive:  Door-to-d( 
deliveries  across  the  Atlantic  woi 
shrink  to  five  to  seven  days.  Convi 
tional  ships  take  14  to  35  days,  par 
because  they  usually  unload  at  seve 
ports.  A  FastShip  would  shuttle 
tween  two  ports,  carrying  only  I,': 
20-foot  cargo  containers,  vs.  as  ms 
as  6,000  in  the  latest  containerships 
PLAN  B.  To  realize  the  full  benefits 
the  FastShip  concept,  ports  would  n( 
special  docks.  That  can  get  e.xpensi 
But  Pliiladelpliia  officials,  eager  to  bo 
their  mai'itime  business,  have  pled| 
.$7  million  to  help  get  FastShips  unc 
way — and  .$75  million  for  a  new  ten 
nal.  The  port's  leading  cargo  hand^ 
Thomas  Holt  Sr.,  has  chipped  in  $ 
million  for  one-third  OMOiersliip  of  Fe 
Ship  Atlantic.  The  port  of  Zeebrug 
Belgium,  is  e.xpected  to  spend  about 
million  to  accommodate  FastShips 
Gei-man  shipbuilder,  Meyer  Weift  in 
penberg,  is  negotiating  to  build  th 
in  the  Philadelphia  Naval  Shipyard 

FastShip  Atlantic  will  soon  ask 
U.  S.  Maritime  Administration  for  .$( 
million  in  loan  guarantees  as  the  anc 
for  private  fLuiding.  If  that  fails,  Plai 
is  to  seek  major  financing  fi-om  some 
shipper  that's  willing  to  break  the  m< 

f'astShii)  isn't  the  only  fast  ship  p) 
ect  around.  In  .July,  a  .Japanese  cons 
tium  tested  a  small  prototype  of  a  i 
terjet-powered  freighter  designed 
carry  150  20-foot  containers  at  m 
than"  45  knots.  Dubbed  the  Tech 
Superliner,  this  miniship  is  aimed 
short  hauls  around  Japan  and  later 
the  Asian  mainland. 

Giles  is  unbowed  by  the  uncertj 
ties.  He  believes  he  is  heeding  the 
vice  of  his  famous  father,  the  late  ya 
designer  Jack  Laiu'ent  Giles,  who  urj 
him  never  to  waste  time  on  proje 
that  wouldn't  succeed.  His  dad's  maj? 
"If  you  sink  the  boat,  you  drown  yo 
self."  Of  course,  Giles  won't  have 
worry  about  his  FastShij^s  sinking  u 
he  manages  to  get  them  afloat. 

By  Joseph  Weber  in  Philadelp} 
with  Ariane  Sains  in  Stockholm  c 
Edith  Hill  Updike  in  Tokyo 
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Wken  Llrds  of  a  featl,  er 

flock  togetker^ 
tkey  usually  get  plucked. 


Robertson  Stephens  Contrarian  Fund 


Paul  Stepkens,  portfolio 
manager  of  tke  Contrarian  Fund,  invests  in  out-  of-f  avor  stocks  and  skorts  kigk-fliers. 


For  more  Information 
and  a  prospectus,  call 


800-766-3863  ext:io8 


ROBERTSON 
STEPHENS  & 
COMPANY 


MUTUAL  FUNDS 


For  more  information,  including  otfier  management  fees,  expenses  and  special  risks  associated  with  stiort  selling,  call  Robertson  Stephens  &  Company, 
distributor,  for  a  prospectus.  Read  it  carefully  before  you  invest  Past  performance  is  no  guarantee  of  future  results.  You  should  realize  that  investment 
return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO.  IL  6061  1 


Corporate  Gifts 


FOR  SUCCESSFUL  MARKETING  PROGRAMS  -  Call...  LogoMaSterS 


over  300,000  rtems 
available  for  imprinling 


209-951-5530 


2495  W.  March  Lane  njM 
Stoclrton.  CA  95207 

Fax:  209-472-0451 


Fire  Up  Your 
Customers! 


Our  Top  Quality  Embroidery  and 
Screen  Printing  BuUds 
A  Lasting  Impression 

•  Polo/Golf  Siiirls    •  Sweatsiiirts 

•  Tee  Shirts  •  Gym/Tote  Bags 

Dependable,  fast  service  to 
companies  nationwide 
Call  today  and  get  your 
FREE  CATALOG! 

Creative  Influence 

1-800-722  IDEA  (4332) 


Insurance 


$500,000 

LIFE  INSURANCE 


Age 

10  Year 
Level 
Term 

15  Year 
Level 
Term 

20  Year 
Level 
Term 

Joinl 
Avg 
Age 

Sur- 
vivor- 
ship 

35 

$410 

$485 

$630 

50 

$1,816 

45 

$805 

$860 

$1 ,300 

60 

$3,167 

55 

$1,785 

$2,235 

$2,915 

70 

$6,590 

65 

$4,705 

$6,245 

$5,819 

80 

$25,100 

Annual  Premium*  -  Pfelerred  ■  No  Tobacco  use 
Underwritten  by  ma)Or  life  insurance 
companies  given  tiiglnesi  ratings  for 
financial  soundnjss  by  A  IVI  Best. 
Slanflard  &  Poors  and  l^oody's 
CALL  FOR  A  FREE  QUOTATION  ON 
ANY  DESIRED  AMOUNT  AND  PLAN: 

1-800-444-8715 

Financial  Services  Group 
189  Reservoir  Street 
Needtiam.  MA  02194 
Through  our  multi-company  representation. 
Financial  Services  Group  offers  the  most 
competitive  products  available  in  today's 
marketplace  Permanent  life  plans  are  also 
available 

"Not  available  in  some  states 


STOP  LOOKING  FOR: 


imprinted  Business  Gifts 
for  Holiday  &  Recognition  Giving 

MAKE  US  YOUR  ONE  STOP  SOURCE 

Tiademart  Adv  Group,  Inc  ■  WashingTon  MJls  NY13479-0382 

Fax  us  for  a  free  96  page  catalogi 

Toll  Free  Fax:  1-800-575-2463 


Menswear/Fashlon 


MEN*S  WIDE  SHOES 

EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it 
Excellent  variety, 
styling  and  quality 
Send  for  FREE 
CATALOG 


HITCHCOCK  SHOES,  INC 

Ikpl,  .S.S.I  llin(>li:im.  \1A  02()-4,? 

1-800-992-WIDE  


Culinary  Tools 


Savings  from 
PROFESSIONAL  CUTLERY  DIRECT 


The  Wuslhof-TridenI 
6"  Cook's  Knife 
$70.00    lust  $39.95 


FKEE  catalogue 
nl  great  savings 
on  fine  knives  and 
cnmmercijl  cookv 

Professional  Cutlery  Direct 
(800)  859-6994 


Office  Supplies/Equipment 


America's  Lowest  Priced  Office  ^jllOljjSALK 

Supplies  Direct  to  YoU  Guaranteed  ?. 

f  Genuine 

^ss'  HP  I)e<,k.kt 
[  500/(>60(' 
^  •  Cartridges 
Black 

#51629A  YA 
Color  $^/199 

ColLrnt)iqT^^^_  ^^^^ 

I^ser  Qualily  #10 
Enveiopt-s 
•  24  Ih.  while  wove 

$475 
«"O130  BX/200 

OIUB         (sold  III 
PK.if6l 

Scotch 
Packaging,     r  x 
Tape  ( 
•2"x50>ds.        -  y 
•  il  mils  thick  — 
•Tan 

#3750T  L  EA 

nflriEBHRKO  " 

#1  Paper    \  \ 
Clips          \  % 

#1  82c  Bxyiooo 

You  siiiiply  won't  find  lower  pnces  on  br;ind  name  oltlcc  supplies  than  at  Wholesale 
Supply  Company  Over  9.700  ciilterenl  items,  same-day  shipping,  and  all  al  pnces 
yiiu  have  to  see  to  believe.  We  guarantee  it. ..or  5%  back  on  your  purchase!  Call  lor 
details  You  will  receive  our  UtEE  552-page  catalog  with  your  first  order. 

1-800-962-9162     u  a    ,  mss 

Education/Instruction 


Home  Study 

ACCREDITED 
B.S.  DEGREE 

in 

Computer  Science 

Hasy-lii-sludy  lessuns  in  Mulliiiiedia,  C. 
C  ++.  Visual  Basic.  Assembly  Language. 
Unix.  Database  Design.  Cobol.  Ada. 
Pascal.  &  many  more  lead  to  the  only 
home-study  BSCS  degree  accredited  by 
an  agency  recognized  by  the  U.S. 
Department  of  Education 
Professional  software  &  hardware 
provided  at  no  extra  charge.  Programs 
in  Computer  &  Electronics  Engineering 
Technology  as  well.  45  years  experience. 
Accredited  by  the  Distance  Education 
and  Training  Council.  Washington.  DC. 

Free  Catalog:  1  (800)955-2527 

GRANTHAM 
College  of  Engineering 

Granlham  Collcae  Rd  ,  Sliddl.  LA  7046^-57011 


Computer  Skills 


—  IMPROVE  

PRODUCTIVITY 

Learn  Keyboarding/Typing 
in  ONLY  2  HOURS 

in  the  privacy 
of  your  office  or  fiome. 
For  all  computers,  inclcjg: 
IBIVl,  Compaq,  Apple,  etc. 

Only  $34.50  +  S/H 

Visa.  MC.  Discover.  Amex 

520/792-0530 

HERZOG  KEYBOARDING 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWnter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Veclras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave   S  Birmingham,  AL  35222 

Phone:  203/591-4747  Fax:  205/591-1108 
800/636-4833  *  E-mail  sales@dasher,com 


Sports  Equipment 


irnnce 

ImnhMMAathintt 


PORTABLE  •  BAHERY  OPERATED 
Call  1-800-837-1002  for  free  brocfiure 


Your  VALLIt;  is  Whal  'l.iu  Know 
BS's  und  Maskers  in  Business  and 
Engineenng  Through  Distance  LcaminiT 
Call  Now  For  FREE  Tape 
1-800/782-2422 

cm 

Stale  Approved 


ASSOCIATE,  BACHELOR'S,  MASTER 
DEGREE  for  Academic,  Military  aJ, 
Work  Experience.  Accredited.  Setl'l 
resume  for  Free  Evaluation  No  cla 
attendance. 
ADAM  SMITH  UNTVERSm  _ 
2200  Main  St.,  Suite  500-BW  ]] 
Wailuku,  Hawaii  96793 
Ph  808/242-1819  Fax  500/446-87; 


University  Degrees 


Approved  SeH  Paced  Home  Stu  t 
Associate  Bachelors  Masters  Doct  ' 

Business  Admin,  Public  Admin,  He  - 
Care  Admin,  Human  Resources,  Finar 
International  Business,  Techi  Mgmt.  L 
Paralegal,  Psychology,  Computer  Sciei  - 
(800)477-2254  (24  tirs) 
Southern  California  University 
for  Professional  Studies 
1840  E,  17  SI-BW,  Santa  Ana,  CA  ! 


Education/Instruction 


•  FREE  VIDEO 


EXTERNAL  DEGREE^ 

BA/BS  MS/MBA  PhD/JD  C 
I  Credit  for  work  /life  exp  •  Accredit£|r 
(800)  444-8569  (24  hrs.)  «■ 

LaSalle  University  f 

I  Dept.  569  Mandeville.  LA  70470-40l;_ 


MBA  BY  Distance  LemnA 

Mjjiir  British  university  otters  accredited  MBA.t 
Bachelor's  or  GMAT  needed  Chosen  bv  Econoil 
Intelligence  Unit  as  one  ol  world's  tiest  MBA  prograjj: 

HERIOT-WAH  UNIVERSITY  I  (800)  MBA-0' 
North  American  Distributor  I  Ask  tor  exi 
6921  Stockton  St,  Suite  2,  El  Cerrito,  CA  9453| 
For  Immediate  FaxBack  literature:  from  yc 
fax  machine's  phone,  call  (510)  486-8900 


fBACHELOR,  MASTER,  DOCTORAT 

I  EARN  A  DEGREE  Use  you(  pasi  experience 
I  ctecJit  toward  your  degree  No  classes,  semina  - 
on-cjmpus  attendance  Studies  build  upi 
VGiir  experience  Self-paced   Send  Resun  ^ 
For  No  Cost  Eualu.ilKr 

ill4<  (800)240-675^ 

6100  Uptown  Blvd  t  In 
Suite  398-  " 
Oepl  0', 

'^Albuqueiqiie  Mew  Mexico  87110  L!  S  ,. 


Business  Services 


RESEARCH  REPORTS 

19,850  academic  topics  available 
Setid  S2  00  for  the  290-page  catalog 
Custom-written  reportsalsoavailable 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF. 
Los  Angeles.  CA  90025 
Toll  Free  Hotline:  800-351-0222f 
(California  310-477-8226) 


FOR  AO  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX;  (312)  464-0512  OR  WRITE; 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO.  IL  60611 


Internet  Services 


Recorded  Message  I 

(800)641-61081 

issociation  of  Internet  User^ 


imputer  Software 


FLOW  MANAGEMENT 

al  your  business  cash 
n  a  daily/monthly/annual 
Eliminate  cash  shortage 
es.  Runs  in  MS-Windows 
ow  Program.  $39.95. 
)  261-1884  VISA,  MC 


iapital  Available 


IKERBLOWOFF? 


["getting  tlie  runaround  from 
who  aren't  really  lending'.' 
tabase  lists  1,000's  of  alterna- 
ders  and  investors  who  are 
ively  financing  higher  risk 
s  ventures.  CALL  today  for 
nfo:  800-580-1188  DtitaMerge 


Berkshire 
information  services 

To  find  out  about  some  of  the 
most  interesting,  aggressive 

growth  companies 
that  are  Hsted  on  the  U.S. 
markets,  log  on  to  Berkshire's 
World  Wide  Web  Site 
on  the  Internet 
http://www.growth.com 
e-mail:  berkshire@growth.com 


TEL;  201.200.0101  •  FAX;  201.200.041 1 


Advertise 

ON  THE 

Internet 

Reach  30+  Million  Consumers 

1-800/693-7770 

Myers  Internet  Services 


Chicago  Internet  Services 


Put  Your  Company  on  the 
World  Wide  Web! 

We  create,  implement  ft  maintain 
your  WEB  site;  providing  hardware, 
softvuare,  design  b.  Internet  access 

call  800.WEB.WRLD 


Real  Estate 


Pi'estigious  Nine  Bar  Ranch  For  Sale 


Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located 
3  Houston,  Texas  •  Renowned  International  Reputation  •  Excellent 
iy  Frontage  in  Houston's  Growth  Corridor  •  Meticulous  Attention  to 
i  Amenities  •  Never  Before  on  l^arket  •  Brocfiure  Available 
ct  Jennifer  L.H.  Myers  Tel:  713/840-8853  or  Fax:  713/840-8854 

A.  L.  Salley  Realty 


Sfeiialumg  in  prtsligious  farm  X  ranch  properties 


Corporate  Gifts 


GNED  FOR  NAVY  AND  AIR  FORCE  PILOTS 


Ilot  Commandkk  Chk()N(k;r\i'h 

3zens  of  functions:  six  hands,  four 
twin  push  buttons,  rotating  bezel. 
;d  ana  polished  stainless  steel  band, 
ion  SEIKO  VD55  quartz  move- 
Water  resistant  to  100  ft,  and  with 
;scent  hands,  this  attention-getter 
olid  investment  tliat  promises  to 
5e  in  value.  Not  available  any-  ^ 
else.  Money  back  guarantee.  Life- 
varranty.  A  $200  value.  Only  $99 

i3  S&H  SAME  D  \y  SHIPPING.  .Send 

itt>i  Flight  Group  One 

WON  Dr.  DEFTl402-BW,BEVEaYHiLLS,CA90210 


Business  Opportunities 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 
INCLUDED  ca.s,settes  will  explain  how  you  can  start 

CBSl  486  CotnpMier  several  or  all  of  these  twenty  proven 
businesses  part-time  and  still  retain  the  security  of  your  present 
position.  If  you  purchase  our  software  and  business  program,  you  will 
receive  the  computer  and  printer  at  no  extra  coil.  If  you  already  own 
a  computer,  you  may  receive  a  discount.  Earn  potentially  up  to  $4,000 
or  more  each  month.  Free  home  oft'ice  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1'800-343'8014,  ext.  769 

Computer  Business  Services,  Inc.  


Business  Opportunities 


INCREDIBLE  OPPORTUNITY 


Set  Up  Your  Own  Online  Mall. 
Stan  leasing  space  and  selling  products  today.  Witti 
Online  Business  Works™,  our  $795.00  software 
package,  a  novice  user  can  set  up  an  Online  Mall 
In  minutes  and  start  leasing  space  to  local  mer- 
ctiants.  manufacturers  and  distributors. 

Cain -800-665-4635 


DEVELOPER  NEEDED 


to  finance  three  18-story 
$25  million  retirement  centers 

and  $7.5  million  McGolf 
courses  in  Nassau  County  on 
Long  Island. 

Call  McGolf  Royalty  Inc. 
(505)  821-5341 


Business  Services 


CONSIDERING  GOING  OFFSHORE? 


For  FREE  INFORMATION  on  Offshore  Asset  Pro- 
tection Strategies  Offshore  Trusts  International 
Business  Corporations  International  Banking  and 
Investing  Dual  Citizenship  and  International  Ven- 
ture Capital  Development  Asset  Protection  Annu- 
ities plus  Individual  Business  Opportunities  m  off- 
shore consulting  Call  FFC.  Inc.,  1-aOO-<33-2462. 
(FFC  inc  IS  NOT  a  legal  accounting  or  financial  plarv 
ning  firm  and  does  not  grve  this  type  of  advice  See 
your  licensed  professional) 


CONSULTANTS/TRAINERS 

International  firm  expanding  in 
US  needs  independent 
coasullants  and  trainers  to 
represent  our  company.  We 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential. 
Extensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Engle,  VP  Development 
Department  WB995 
100  Rachel  Blvd.,  #150E 
Reading,  PA  19607 

(800)  799-6227 
FAX:  (610)  856-5918 


Franchising 


Franchise 

your  businessX 

Call  for  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

Francorp* 

Specialists  in  Fiancriise  Developmenl 

1-800-877-1103  Bw 


Franchising 


ftoted  #1  by  entrepreneur  Mogcizine 
Selected  fly  NflSfl's  Kennedy  Spoce  Ctr. 


•  $60K  Liquid  -  Min.  60K  Equity 
>  Rnancing  Available  on  Balance  •  Master  Franchises  Available 

•  State-of-the-Art  Centers  •  No  Experience  Necessary 
•  Most  Comprehensive  Training  •  Full  Training  &  Support 
•  Turn  Key  Sites 


Personal  Business 


EDITED  BY  JIM  ELLIS 


THE  WASHINGTON 
ONLY  LOCALS  KNOW 


Your  meeting  in  the 
Nation's  Capital  end- 
ed a  little  early.  You 
glance  at  your  watch. 


Time  to  burn.  What  to  do? 

Of  course,  you  could  al- 
ways wait  on  an  intemninable 
line  to  see 
where  the 
feds  print 
the  money  at 
the  Bureau  of  Engr-aving  & 
Printing,  or  watch  from  the 
Capitol  visitors'  gallery  while 
some  senator  cb'ones  on  about 
National  Beef  Week.  But  as 
any  local  will  tell  you,  Wash- 
ington is  too  vibrant  a  city 
to  waste  time  maneuvering 
between  gawking  tourists  and 
baby  caniages  at  the  Nation- 
al Air  &  Space  Museum. 
EXOTIC  FLORA.  Hidden  amid 
the  majestic  monuments  and 
haDs  of  power,  there  ai-e  plen- 
ty of  ways  to  enjoy  a  quick 
respite  from  Washington  busi- 
ness while  savoring  a  taste 
of  the  town.  Knowing  where 
to  go  is  the  key.  Whether 
you're  browsing  through  the 
bookstores  and  bistros  along 
Connecticut  Avenue  north  of 
Dupont  Circle,  or  sampling 
delicate  spring  rolls  and  Pho 
along  Vietnamese  Row  in 
Georgetown,  Washington  is 
filled  with  a  dynamic  inner 
life  all  its  own. 

Longtime  denizens  know 
the  spots.  Looking  for  soli- 
tude on  a  grand  scale?  Duck 
out  to  the  U.  S.  Botanical 
Gardens,  at  the  foot  of  the 
Capitol.  The  glass  building 
houses  an  extraordinary  col- 
lection of  exotic  flora.  Or  hop 
a  cab  to  Dumbarton  Oaks 
and  meander  across  10  acres 
of  terraced  gardens  where 
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diplomats  first  hammered  out 
the  United  Nations  Charter. 
Then  you  can  stroll  through 
the  oldest  part  of  the  city  to 
Georgetown  Park  on  M 
Street,  an  enclosed  enclave 
of  tony  clothing  and  specialty 
shops.  You'll  probably  recog- 
nize it  as  the  backch'op  of  just 
about  every 
chase  scene 
in  Washing- 
ton suspense 
thrillers,  from  No  Way  Out 
to  Ti-ue  Lies. 

Most  visitors  gravitate  to 
the  huge  Smithsonian  exhibi- 
tions clustered  along  the 
downtown  Mall  area.  But 
these  fi'enzied  places,  awash 
in  T-shirt  vendor  trailers  and 
hot  dog  stands,  are  shunned 
by  us  locals — except  after 
snowstorms.  There  are  richer 
jewels  in  some  of  the  lesser- 
known  museums  around 
town.  A  personal  favorite  is 
the  National  Portrait  Gallery 
and  Museum  of  American 
Art,  located  on  F  Street  be- 
tween 7th  and  8th  Streets. 
With  its  ornate  circular  staii- 

TRANQUIL  TERRACES: 

Dumbarton  Oaks'  gardens 
offer  10  acres  of  seren  ity 


cases  and  atrium  of  stained 
glass,  the  building  alone  is  a 
treasure.  It  features  official 
portraits  of  every  American 
Pi'esident,  plus  a  haimting  ex- 
hibit of  historical  photos  and 
paintings,  many  of  them  fa- 
miliar masterpieces.  It's  not 
for  kids — and  it's  only  a  block 
from  Washington's  China- 
town, where  an  excellent  dim 
sum  lunch  can  be  had. 

America's  oldest  museum 
of  modern  art,  the  Phillips 
Collection  near  Dupont  Cir- 
cle, is  also  more  manageable 
than  the  hectic  Smithsonian 
art-o-ramas.  Another  gem  is 
the  exhibit  of  famous  scientif 
ic  expeditions  in  anthropolo- 
gy, oceanography,  and  outer 
space  in  Explorers  Hall  on 
the  fii'st  floor  of  the  National 
Geographic  Society,  at  17th 
and  M  Streets.  Or  try  the 
National  Museum  of  Women 
in  the  Arts,  at  13th  Street 
and  New  York  Avenue.  WMle 
you're  there,  enjoy  a  cappuc- 
cino in  the  elegant  cafe. 

No  local  would  deign  to 
journey  to  the  top  of  the 
Washington  Monument  ex- 
cept under  extreme  duress 
from  out-of-town  in-laws. 
There's  a  more  splendid  view 
of  the  city — 
with  no  lines — 
atop  the  315- 
foot  clock 
tower  of  the 
Old  Post  Office 


HIGH  LIFE:  The  Sky 

Terrace  Restaurant  is 
a  Washington  favorite 

Pavilion,  on  Pennsylvania  A 
enue  between  11th  and  12] 
streets. 

But  for  a  scene  sure  to  i 
you  with  Olympian  hubrj 
throw  back  a  few  under  tl 
awning  of  the  Sky  Terrai 
Restaurant,  atop  the  Hot 
Washington  across  the  stre 
from  the  Ti'easury  Buildin 
Open  through  October,  it's 
capital  favorite.  Twilight 
be.st,  looking  down  on  a  vis 
that  sweeps  from  the  Whi 
House  across  the  mall  ai 
the  Potomac  River  to  Arlin 
ton  National  Cemetery.  La 
er,  stroll  the  lobby  of  the  el 


Where's  the  best  vie\ 
of  the  city?  Atop 
the  Old  Post  Office 


restored  Willard  Ho- 
;xt  door.  This  is  the 
)r  where  19th  century 
;lo-wells,  looking  for 
nd  favors  from  Wash- 
officials,  once  loitered, 
was  coined  the  term 
ists." 

DANCERS.  Hungry? 
ccidental  Grill,  located 
;  same  block  at  Penn- 
da  Avenue  and  15th 
,  is  a  favorite  restau- 
or  Washington  power 
's.  If  you're  feeling  ad- 
•ous,  try  Marrakesh — a 
A^less  restaurant  at  617 
York  Ave.  NW.  Step 
;h  a  narrow  door  into 
r  vrith  a  fountain  and  a 
rpeted  dining  room. 
3  lounge  on  cushions, 
with  their-  fingers  off  a 
!  tabletop  while  a  belly 
•  performs  in  dimmed 
g.  A  very  exotic  eve- 
hat's  not  as  risque  as 
nds.  But  you'll  need  a 
)  get  there  and  back, 
nner  starting  at  $30  is 

irgetown  features  one 


of  the  nation's  premier  supper 
clubs  in  Blues  Alley  at  1073 
Wisconsin  Avenue.  A  fonner 
carriage  house,  it's  long  been 
a  showcase  for  jazz  legends 
such  as  Samh  Vaughan,  Ram- 
sey Lewis,  and  Joe  Williams. 
Creole  dinners,  too. 

Still  want  to  see  some 
Washington  politicians?  La 
Colline,  at  400  North  Capi- 
tol Street,  is  a  favorite 
lunchtime  spot  for  U.  S.  sen- 


Getting 
There 

BY  CAB  Any  attrac- 
tion mentioned  is 
less  than  a  $5  cab 
ride  from  downtown. 

BY  SUBWAY  The 

IVIetro  is  perfect  for 
quick  jaunts  every- 
where except 
Georgetown.  For  the 
Hotel  Washington, 
take  the  Red  or 
Blue  lines  to  IVIetro 
Center;  National 
Portrait  Gallery,  the 
Red  or  Green  lines 
to  Gallery  Place; 
the  Phillips  Collec- 
tion, Red  line  to 
DuPont  Circle;  La 
Colline,  Red  line  to 
Union  Station;  Old 
Post  Office,  Blue  or 
Orange  lines  to 
Federal  Triangle; 
and  Bombay  Club, 
Blue  or  Orange 
lines  to  Farragut 
West.  All  trips, 
about  $1. 

ators.  Try  the  lobster  fricas- 
see and  look  ar^ound — you'll 
Ukely  see  somebody  you  rec- 
ognize. Ted  Kennedy  (D- 
Mass.)  and  Chiistopher  Dodd 
(D-Conn.)  are  regulars.  Af- 
terward, take  a  walk  across 
the  street  to  painstakingly 
restored  Union  Station;  the 
architectur-al  gi'andeur  is 
guaranteed  to  knock  your 
socks  off. 

A  favorite  lunchtime  hang- 
out of  Republicans  is 


Gahleo,  a  great  Italian 
restaurant  on  21st  St. 
between  L  and  M 
Str-eets.  Try  the  moz- 
zarella  chunks  with  to- 
matoes and  basil  as  an 
appetizer'.  Senate  Ma- 
jor'ity  Leader  Bob 
Dole  (R-Kan.)  has  a 
regular  table  against 
the  far  wall.  For  CHn- 
tonites,  there's  the 
Bombay  Club  at  815 
Connecticut  Avenue — 
a  short  walk  from  the 
White  House.  With  its 
tropical  white  decor 
and  Raj-style  cuisine, 
this  is  a  favorite  limch- 
time  spot  for  everyone 
from  Presidential  ad- 
viser's to  Food  &  Dr-ug 
Administration  head 
David  A.  Kessler. 
Even  the  President 
has  been  known  to 
sneak  over  occasionally 
for  dinner*. 

But  the  locals  know 
that    the  preferred 
time  for  a  power  meal 
in  Washington  is  8  in 
the    mor'ning.  One 
power  breakfast  hot 
spot  is  the  elegant  Hay  Ad- 
ams Hotel,  located  across  the 
street    from    the  White 
House.  Or  try  the  Sheraton 
Car'lton  at  the  corner  of  16th 
and  K  Streets.  You  may  not 
spot  any  powerful  bigwigs, 
but  you'll  feel  like  one  in 
settings  that  are  vintage 
Washington. 

Remember,  if  you  have 
the  time,  Washington  has 
plenty  to  offer.  Just  ask  the 
locals.         Doug  Harbrecht 
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Personal  Business 


AN  OTTER  S-EYE  VIEW 
OF  MONTEREY  BAY 


Silicon  Valley  is  a 
high-tech  mec- 
ca,  but  outside 
its  hermetically 

sealed,  futuristic  havens 
and  sculpted  office 
parks  are  the  realities  of 
a  crowded  industrial  zone: 
clogged  freeways,  smog,  and 
strip  malls  that  don't  exact- 
ly inspire  business  travelers 
to  stick  around  when  work  is 
done.  Of  course,  many  visi- 
tors just  zip  an  hour  north 
to  San  Francisco.  But  for  an 
offbeat,  outdoor,  and  often 
spectacular  day  trip  from 
the  Valley,  consider  a  90- 
minute  drive  southwest  to 
seaside  Monterey. 

Some  people  hear  about 
Monterey  and  neighbor  Car- 
mel,  and  one  word  comes  to 
mind:  Fore!  A  round  at  Peb- 
ble Beach  or  one  of  the 
area's  other  fabled  golf 
courses  amid  gnarly  Monte- 
rey cypress  is  a  wonderful 
day's  outing.  But  if  you're  a 
bit  more  adventurous,  con- 


SANTA  CLARA 
0  •      ^  SAN  JOSE 

CUPERTINO 


MONTEREY  BAY 
AQIARIUM 


SWIRL  OF  ANCHOVIES: 

An  aqua  f  in  in  like  nt>  other 

sider  e.xperiencing  the  area 
from  a  different  vantage 
point:  sea  level.  A  few  hun- 
dred yards  off  Monterey's 
wharf,  once  home  to  two 
dozen  booming  sardine  can- 
neries and  the  backdrop  for 
John  Steinbeck's  Cannery 
Row,  begins  an  oceanic  can- 
yon extending  100  miles 
west  and  deeper  than  the 


MONTEREY 
BAY  KAYAKS 


Grand  Canyon.  The  sardines 
all  but  vanished  in  the  1940s, 
but  the  area's  underwater 
geography  is  rich  in  other 
sea  life.  Otters,  sea  lions,  and 
porpoises  abound,  and  a  for- 
est of  kelp  species  rises  up 
from  the  ocean  floor. 
ASK  QUESTIONS.  Monterey 
Bay  Kayaks  (800  649-5357) 
sends  about  7,000  visitors 
onto  the  bay  annually  to  ex- 
plore the  kelp  beds  and  soak 
up  the  scenery.  You  can 
rent  kayaks  by  the  hour 
and  paddle  around  your- 
self or  try  one  of  their 
popular  guided  tours  of 
Monterey  Bay's  southern 
shore.  Monterey  Bay 
Kayaks'  marine-biology- 
savvy  guides  enjoy  an- 
swering questions. 

On  a  tour,  participants 
pay  $45  for  an  hour  of 
kayaking  instruction  and 
about  three  hours  of  pad- 
dling. Monterey  Bay  Kayaks 
routinely  hosts  work  outings 
with  groups  from  Silicon 
Graphics,  Oracle  Systems, 
Hewlett-Packard,  and  other 
Silicon  Valley  companies,  but 
it's  a  great  excursion  for  ac- 
tive business  travelers  who 
pack  light:  All  the  necessary 
wet  suits,  life  jackets,  and 
other  gear  ai-e  supplied. 

First,  paddlers  head 
through  a  harbor  ai-ea  alive 


GUIDED  KAYAKING:  A  placid  ride,  all  gear  included 


with  seabirds,  sailboats,  and 
marinas.  You're  likely  to  spot 
a  herd  of  California  sea  li- 
ons sunning  on  a  rock  jetty 
or  popping  up  in  the  water 
to  get  an  eyeful  of  you.  But 
don't  even  think  about  touch- 
ing them:  Monterey  Bay  is 
a  marine  sanctuary,  and  all 
wildlife  ar-e 
protected. 

You  cruise 
along  the 
wharf  area,  and  soon,  the 
water  thickens  with  olive- 
green  fronds  of  giant  kelp, 
one  of  the  bay's  key  ecologi- 
cal features.  Colorful  shell- 
fish ride  the  flat  kelp  blades, 
and  playful  sea  otters  are  a 
common  sight  her"e. 

You  don't  have  to  be  in 
gi-eat  shape  to  enjoy  a  few- 
hours  of  kayaking,  a  sporl 
that's  "quiet  and  nondisrup- 
tive,"  says  Monter-ey  Bay 
Kayaks  owner  Cass  Schrock. 
"Almost  anyone  can  do  it" — 
except  small  childr'en.  The 
sea  is  usually  fairiy  calm  and 
requii-es  only  that  you  pay 
attention  to  navigate  safely. 

Getting  There 

BY  CAR  Monterey  is  a 
60-mile,  90-minute  drive 
from  San  Jose.  Take 
Route  101  South  to 
Highway  156,  then  cut 
over  west  to  Highway  1, 
the  coast  route.  Follow 
Highway  1  south  into 
downtown  Monterey. 
Monterey  Bay  Kayaks  is 
at  693  Del  Monte  Ave. 


DAY  TRIPPING 


Silicon  Va,IIey 


Continuing  to  paddle  al 
the  wharf,  ahead  you'll 
the  modern  architect  u  i  t 
the  world-renowned  Mni 
rey  Bay  Aquarium  (4(i>  i 
4888).  "Don't  miss  a  v 
there,  either  before  or  a 
your  otter's-eye  view  of 
bay.  Run  by  Hewlett-P? 

ard  foun 
David  Pi 
ard's  daugl 
Julie, 

aquarium  is  a  showc 
There's  a  thr-ee-story-h 
tank  that  illuminates 
"hold  fasts"  that  anchor 
amazingly  tall  kelp  plant 
the  sea  floor  In  the  aqu 
um's  outdoor  pool,  w£ 
staffers  prepare  i-escued 
ters  to  return  to  the  o 
sea.  And  even  adults  love 
hands-on  "touch  pool"  wl 
you  can  handle  the  exc 
textui'ed  "Tiu-kish  towel" 
weed,  or  pet  a  bat  ray. 

Both  paddling  the  bay 
learning  about  its  bount; 
the  aquarium  ai-e  enougl 
make  any  visitor  want 
delve  mor'e  deeply  into 
rine  biology.  Thanks  to  M 
terey  Bay  Kayaks'  W( 
Wide  Web  page 
http://montereykayaks.c 
tour,  you  can  do  just  thai 
your-  laptop  before  or  a 
your  visit.  There's  eve 
link  to  a  video  cam 
tr-ained  on  Monter-ey 
providing  up-to-the-min 
weather-  conditions.  But  d 
let  that  keep  you  hom 
virtual  Monterey  Bay  i 
pale  substitute  for  the 
thing.  Joan  Hamii 
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A  HELLUVA  TOWN 

FOR  OFFBEAT  MUSEUMS 


Next  time  you're  hun- 
gry to  go  museum- 
hopping  in  New  York, 
don't  instinctively  bolt 

for  warhorses  such  as  the 
MetropoHtan  or  the  Gug- 
genheim for  the  ump- 
teenth time.  Instead, 
choose  one  of  the 
city's  smaller,  off- 
beat museums.  You 
can  visit  them  in 
as  little  as  45  min- 
utes— an  ideal  res- 
pite for  a  traveler 
vdth  a  meeting-packed 
day.  And  the  memories 
could  last  a  lifetime. 

To  escape  the  relentless 
speed  and  gi'owling  traffic  of 
Manhattan  streets,  the  con- 
templative Isamu  Noguchi 
Garden  Museum  in  Queens — 
complete  with  chiiping  bii'ds 
and  weeping  cheny  trees — is 
the  peifect  re- 
treat. This  in- 
door-outdoor 
gallery,  open- 
ing onto  a  sculpture  garden, 
was  the  workshop  of  Japa- 
nese-American sculptor  Isa- 
mu Noguchi  (1904-1988).  His 
abstract  compositions,  cai"ved 
out  of  marble  and  granite 
boulders,  avoid  being  for  con- 
noisseurs only,  and  some 
works  are  truly  spellbinding. 
My  favorite:  an  outdoor  sculj> 
ture  fountain  that  has  a  hy]> 
notic  effect  as  water  spills 
gently  over  the  rim  of  a  ba- 
salt basin. 

IMMIGRANT  LIFE.  If  cross-cul- 
tui-al  modem  sculptiu'e  sounds 
too  cerebral,  try  the  more 
down-to-earth  Lower  East 
Side  Tenement  Museum,  at  90 
Orchard  St.  Here  you  vrill  be 
taken  on  a  tour  through  one 
of  the  dark  and  dingy  build- 
ings that  housed  immigrant 
Jewish  and  Italian  families  at 
the  tiUTi  of  the  centuiy.  You'll 

NOGUCHI  GARDEN  MUSEUM: 

Songbirds  and  sculpture 


THE  STIDIO 
_  MUSEUM 


'5> 


/ 

•  ISAMU  NOGUCHI 
GARDEN 
MUSEUM 


FEDERAL 
RESERVE 
BANK  OF  NY 
COLD  VAULT 


LOWER  EAST  SIDE 
TENEMENT  MUSEUM 


DAY  TRIPPING 


New  York  City 


•  NATIONAL 

•  MUSEUM  OF 
mE  AMERICAN 

INDIAN 


get  a  good  sense  of  the 
cramped  living  conditions  of 
the  time  as  well  as  a  whiff  of 
the  malodorous,  windowless 
rooms.  The  trophy  is  an  orig- 
inal, soiled  water  closet  with 
newsprint 
pinned  to  the 
wall  for  toilet 
paper.  (New 
Yorkere  appai'ently  took  to  re- 
cychng  early.)  The  suiTound- 
ing  neighborhood  is  still  the 
first  stop  for  the  city's  cur- 
rent wave  of  Chinese  immi- 
grants— whose  living  condi- 


tions are  not  much  better. 

If  you  prefer  riches  to  rags, 
a  visit  to  the  gold  vault  of  the 
Federal  Reserve  Bank  of  New 
York  at  33  Liberty  St.  could 
be  fun.  It  must  be  booked  at 
least  a  week  in  advance  (212 
720-6130)  but  it's  worth  the 
extra  planning.  Locked  be- 
hind steel  bai-s,  bmied  five 
stories  below  street  level, 
the  world's  most-guai'ded 
"inmates" — about  10,0(X) 
tons  of  gold  ingots — ai'e 
stashed  away  in  a  base- 
ment half  the  size  of  a 
football  field.  The  vault 
houses  $126  billion  worth 
of  gold  belonging  to  foreign 
centi-al  banks,  causing  the  New 
York  Fed  to  sit  atop  the 
world's  largest  gold  cache. 
Luckily,  the  stuff  still  hasn't 
sunk  as  low  as  Vladimir  Lenin 
prophesied:  "When  we  ai"e  vic- 
torious on  a  world  scale,"  he 
wi'ote,  "we  shall  use  gold  for 
the  piupose  of  building  lava- 
tories in  the  streets  " 

INTERACTIVE  TRIBE.  If  you 
have  any  interest  in  ethnic  ait, 
don't  miss  the  revamped  Na- 
tional Museum  of  the  Ameri- 
can Indian,  located  in  the  pala- 
tial U.  S.  Customs  House 
building  at  One  Bowling  Green 
in  Lower  Manhattan.  I  was 
taken  aback  by  the  museum's 
innovative  way  of  displaying 
art:  You  can  use  interactive 
videos  to  put  the  work  into 
context  or  join  a  "talking  cu- 
cle,"  a  workshop  in  which  Na- 
tive Americans  who  still  live 


Getting  There 

BY  CAB  Each  museum  ■ 
mentioned  is  less  than  a 
$5  cab  ride  from  down- 
town hotels  or  offices, 
except  for  the  Isamu 
Noguchi  Garden  Museum! 
at  32-37  Vernon  Blvd.  ini 
Long  Island  City,  Queens 5 
(about  $14),  and  the 
Studio  Museum  at  144 
125th  St.  (between  Leno:' 
and  Seventh  Avenue)  m 
Harlem  (about  $20). 


on  reservations  talk  ab 
theu"  lives,  tribes,  beadw( 
and  art  with  visitors. 

Ironically,    the  Custc 
House  that  holds  the  art 
built  at  a  time  when  mmy 
heved  Indian  culture  wc 
disappeai'  in  the  wake  of  Wi 
ern  civiliza- 
tion. One  of 
the  sculp- 
tui'es  is  a  fe- 
male figure, 
I'epresentmg 
America, 
crushing  an 
Aztec  deity 
underfoot. 

Another 
gem  beyond 
the  usual 
Manhattan 
haunts  is 
the  Studio 
Museum  in 
Harlem,  one  of  the  nati 
premier  venues  of  Afri( 
American  art.  From  on( 
the  galleiys  windows,  you 
ghmpse  a  burned-out  t( 
ment  house,  parts  of  w! 
have  been  used  in  one  of 
works  cuiTently  on  displa 

In  fact,  much  of  the  art 
fleets  the  rough  edges  ol 
ui'ban  surroundings,  sue! 
poverty  and  drug  use. 
don't  let  that  deter  you 
exploring  the  neighborh 
The  museum  is  in  the  t 
125th  Street  shopping  dist 
where  you'll  find  everytl 
fr-om  Afiican  fabrics  to 
nine  hail-  wigs  and  extensi 
After  all.  New  York's  1 
museums  are  its  liv 
breathing  neighborhoods 
peiTnanent  display  and  frc 
charge.  Silvia  San. 


THE  STUDIO 
MUSEUM:  A 

portrait  by 
Fred  Brow 
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rou're  in  search  of  some  of  the  quickest 
nnections  to  Europe  and  beyond,  they're  only 
top,  sicip  and  jump  away.  Together  with 
^  Zurich  and  Geneva  airports,  famed  for  short 
nnecting  times,  we'll  have  you  on  your 
ly  before  you  know  it.  Time  is  everything. 


PersM§l;  Business 


TOURING  THE 
-BY  BOAT 


TOWERS 


Chicago  is  a  town  of 
vibrant  ethnic  neigh- 
borhoods, outstand- 
ing museums,  and  hip 

and  sophisticated  nightlife. 
But  if  you've  got  only  a  cou- 
ple of  hours  between  meet- 
ings to  sample  its  glories, 
take  a  boat  ride  on  the  Chica- 
go River.  Not  just  any  tour, 
but  the  cruise  run  by  the 
Chicago  Architecture  Foun- 
dation. On  board  Chicago's 
First  Lady,  one  of  the  world's 
most  gorgeous  skylines 
comes  to  life  as  you  snake 
through  downtown  and  into 
Lake  Michigan. 

The  river  is  a  showcase  for 
some  of  the  20th  century's 
most  striking  buildings  and 
most  influential  architects — 
the  art  deco  firm  of  Holabird 
&  Root,  the  steel-and-glass- 
box  modernist  Ludwig  Mies 
van  der  Rohe,  and  many  of 
his  followers  at  vast  Skid- 
more,  Ovrings  &  Meirill.  Such 
is  Chicago's  standing  in  the 
world  of  architecture  that 
"outsiders"  such  as  Philip 
Johnson  and  Kevin  Roche 
came  to  town  in  the  late  20th 
centuiy  to  put  up  important 
new  buildings.  Up  and  down 
the  river,  the  new  pays  horn- 

Getting  There 

BY  CAB  Chicago's  First 
Lady  departs  from  the 
south  side  of  the  Chicago 
River  at  Michigan  Ave- 
nue and  Lower  Wacker 
Drive  downtown.  It's  less 
than  a  $5  cab  ride  from 
any  downtown  hotel. 
Take  the  curved  stairs 
down  to  the  boarding 
area.  The  90-minute 
cruises  are  scheduled  at 
9:30  a.m.,  noon,  and  2 
p.m.  through  Sept.  30. 
Then,  at  noon  Monday  to 
Friday,  and  at  noon  and 
2  p.m.  on  weekends 
through  Oct.  29. 


age  to  the  old:  Just  look  at 
the  flying  buttresses  on  the 
neo-deco  nbc  Tower,  built  in 
1989,  similar  to  those  on  the 
nearby  soaring  neo-Gothic 
Ti'ibune  Tower,  vintage  1925. 
DECO  DELIGHTS.  The  toiu;  led 
by  an  expert  from  the  arclii- 
tectui'e  foundation,  begins  be- 
neath the  Beaux  Arts-style 


The  boat  heads  east,  past 
former  wasteland  now  trans- 
formed into  bustling  offices 
and  apartments,  onto  Lake 
Micliigan.  As  the  craft  svrings 
'round  toward  the  city,  in  the 
distance  can  be  seen  mile-long 
Navy  Pier, 
built  in  1916 
but  recently 
reopened  as  a 
collection  of  shops,  soundstag- 
es,  and  a  brand-new  Ferns 
wheel.  More  stunning  is  the 
skyscape  to  the  west  and 
south.  Along  Michigan  Ave- 
nue, a  phalanx  of  handsome 


DAY  TRIPPING 


Chicago 


GRANDEUR:  Ogling  the  Wrigley  and  IBM  buildings  from  the 


m. 


Michigan    Avenue  bridge. 
Around  you  are  some  hall- 
marks of  the  1920s  Golden 
Age.  Just  north  sits  the  white, 
teiTa-cotta  Wrigley  Building, 
with  its  clock  tower,  designed 
by  Graham,  Anderson,  Pi'obst 
&  White  in  1924.  Across  the 
street  is  the  Tiibune,  a  prod- 
uct of  an  international  design 
contest.  On  the  south  bank 
ai-e  two  significant  art 
deco  designs — Hola- 
bird &  Root's  333 
N.  Michigan  and 
Alfred  Alschulei-'s 
360  N.  Michigan, 
replete   with   col-  1 
umns  and  a  colon-  ■ 
nade  at  the  top.  A 
more  modem  influence  ; 
waits  just  dowraiver:  i 
Mies's  last  major  '. 
commission,     the  : 
black-u'on-and-glass  i 
IBM  Tower  (1971). 


stnactiu'es  built  after  the  dev- 
astating 1871  Chicago  Fire 
comes  into  view.  In  the  fore- 
ground is  the  gray-white, 
spare  but  sturdy  Amoco 
Building — Chicago's  second- 
tallest — designed  by  Edward 
Diu-rell  Stone  in  1974. 

As  the  boat  winds  back 
into  the  river  and  the  heart 
of  the  business  dis- 


CHICAGO  S  FIRST 
LADY  PIER 


CHICAGO  RIVER 
WACkER  DR. 
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trict,  you  pass  an  explosi 
of  styles  and  colors.  Unm 
takable  is  the  hulking, 
million-square-foot  Merchj 
dise  Mart,  an  art  deco  lin 
stone  behemoth  with  gc 
leaf  running  across  the  t( 
Original 
owned  by  t 

  MarshallFii 

family, 
passed  to  the  Kennedy  c. 
in  the  '40s.  Directly  acn 
the  river,  there's  the  neo-cl 
sical  R.  R.  Donnelley  Cent 
built  in  1992,  with  its  so; 
ing  windows  set  off  by  n 
row  strips  of  concre 
Its  neighbor  to 
south  is  argual 
Chicago's  most  strik 
late-20th-centui"y  bui 
ing:  the  green-gla 
fi-onted  333  W.  Wacl 
building,  which  snal 
for  365  feet  along 
curve  of  the  river, 
signed  in  1983 
Kohn,  Pedersen,  F 
with  Perkins  &  WiU 
picks  up  reflections 
the  clouds  and  i 
Mart  across  the  wa; 

The  final  stretch 
the  tour  reaches  d( 
into  the  Loop — pas 
collection  of  Skidnn 
boxes  that  derive  m' 
from    Mies.  Soar: 
above  it  all,  of  coui| 
is  Skidmore's  1974  showpii 
the  Sears  Tower,  the  worl 
tallest  building.  As  the  b| 
heads  for  home,  you  spol  t 
highly  idiosyncratic  buildi,; 
of  a  type  oddly  comforta| 
in  Chicago.  There's  Ko? 
Pedei'sen's  postmodern  ni  t 
onal  office  tower,  a  hnil 
podge  of  styles  topped 
what  appears  to  In 
strange,  white  miim 
tie,  which  glows  1 
tern-like    at  nn 
Nearby  is  Ber^i" 
Goldberg's  River  < 
apartment-and-m ;  1 1 
complex,  whose  ^-  i 
concrete  structure 
bubble-shaped  wimN 
remind     docent  M 
Allan  of  an  open  pi  : 
granate.  In  Chicago  ai 
tecture,  it  seems,  ( 
the  mo.st  eclectic  ha 
place.         Rick  Mch 


river 


There's  more  to  the  Maz 


Mazda  presents  a  new  take  on  the  An 
old  idea  of  getting  what  you  pay 
/or.  The  Mazda  Milknia,  A  luxury 
sedan  designed  to  compete  with  qj 
brands  like  Mercedes,  BMW  and 
Lexus,  albeit  a  bit  unfairly.  Because 
the  Millenia  isn't  sold  by  a  separate 
luxury  division.  It's  sold  by  Mazda. 
Without  the  luxury  overhead  and 
without  the  luxury  markup.  So 
more  of  what  you  spend 
goes  in\Dw\uit  you  drive.  ^ 


TEACHING 
MERCEDES  ABOUT 
PRECISION 


And  the  passenger  cabin  is  so  solid, 
it's  quieter  than  the  Mercedes\as  well. 

PASSING  BMW  AND  , 
GETTING  BETTER  MILEAGE  ^ 

To  power  the  Millenia  S,  Mazda  produced  ^ 

the  revolutionary  Miller-cycle  engine. 

This  unique,  high-output 

V6  is  up  to  80%  m 

powerful 


Unlike  Other  luxury  . 
cars,  the  sides  of  the 
Millenia  are  stamped 
from  single  pieces ,  not  jB 
welded  from  smaller  ones . 
The  result  is  a  fit  so  precise ,  body 
panel  seams  are  20%  tighter  than 
on  a  Mercedes  C280. 


1 

than  ordinary  engines  of  comparable  size 
And  though  it  makes  the  Millenia  S  fdste) 
from  0  to  60  than  the  V8 -powered  BMW 
530i,it  actually  burns  less  fuel* 


Compet,t,ve  c,a,ms  based  on  Results  of  tests  conducted  by  Automo^ve  ^^^  SgS^^^^^ 
Auto  Club/ Modelste^ted  withiutomatic  transmission. -Millenia  S  EPA  estimated  <^B.mpg  n 


ilknia  than  meets  the  wallet. 


lAUTY  BEING  SKIN 
JEP,  IT  PAYS  TO  HAVE 
UCK  SKIN 

turally ,  Mazda  wanted  the  Milknia 
wrpass  its  rivals  in  appearance.  So  the 
hisive  "high  reflex"  paint  process  was 


ented  to  rotate  the  car  as  it  dries,  ' 
ulting  in  decadently  thick  coats  of 
nt  and  a  finish  so  deep,  it  looks  as 
ugh  you  could  dip  your  finger  into  it*Z 


SAFETY,  AHEAD  OF  SCHEDULE 

Mazda's  innovations  didnt  stop  with 
luxury.  The  Millenia meets  global  safety 
requirements  through  1997.  With  anti- 
lock  brakes,  dual  air  bags  and  front- wheel 
drive  for  better  traction  on  snow  and  ice. 
Special  cross  members  in  the  frame 
transfer  and  disperse  the  energy  of  impact 
so  that,  in  an  accident,  even  the  side  that 
isn't  hit  helps  protect  you.  For  everyday 
peace  of  mind,  the  Millenia 
comes  with  a  36-month/ 
50,000-mile  warranty 
and  24-hour  Emergency 
Roadside  Assistance.^ 


^.  jj  The  Mazda  Millenia. 

Jj  Starting  at  just  $27,525^' 

one  place  we're  sure  you 
wont  mind  settling  for  less.  For  a  free 
brochure,  call  1-800-639-1000. 


It  Just  Feels  Right^ 


dealer  for  details  on  limited  warranty  and  Roadside  Assistance  programs.  ttS27.525  MSRP  for  Millenia  with  cloth  trim.  533,595  fVISRP 
llenia  S  shown.  Taxes,  license,  freight,  options,  dealer  charges  extra.  Actual  prices  set  by  dealer.  ©  1995  Mazda  Motor  of  America,  Inc. 


Personal  Business 


PITTSBURGH 


FRANK  LLOYD  WRIGHT'S 
WATERWORLD 


FALLINGWATER 


Pittsburgh  de- 
partment-store mag- 
nate Edgar  J.  Kauf- 
mann  had  a  chunk  of 

Pennsylvania  highlands  with 
a  waterfall.  He  hired  an  ar- 
chitect and  said  he  was  will- 
ing to  spend  $30,000 — a  nice 
piece  of  change  in  1934 — for 
a  house  with  a  view  of  the 
falls.  In  the 
end,  he  spent 
five  times 
that  much 
and  didn't  even  get  the  view. 
Instead,  architect  Frank 
Lloyd  Wright  built  the 
house,  Fallingwater,  right 
on  top  of  the  falls.  "I  want 
you  to  live  with  this  water- 
fall, not  just  look  at  it,"  ex- 
plained the  legendary  ar- 
chitect, who  treated  even  his 
most  powerful  patrons  like 
pupils. 

HIGHLAND  DRIVE.  Indeed, 
FaUingwater,  with  its  cantile- 
vered  decks  and  rough  sand- 
stone walls,  seems  an  out- 
growth of  the  stream,  Bear 
Run.  The  cascading  water 
can  be  heard  throughout  the 
house,  now  a  museum  oper- 
ated by  the  Western  Penn- 
sylvania Conservancy  for  the 
last  32  years,  even  over  the 
voices  of  tour  guides  and  the 
footsteps  of  legions  of  awed 
tourists.  So,  despite  the  hu- 
man hubbub,  Fallingwater 
remains  a  refreshing  get- 
away two  hours  east  of 
Pittsburgh. 

After  making  a  reserva- 
tion by  telephone  (412  329- 
8501),  I  took  a  pleasant  drive 
through  Pennsylvania's  gen- 
tly rolling  Laurel  Highlands. 
I  went  on  a  weekday,  ex- 


DAY  TRIPPING 


Pittsburgh 


pecting   a   guide  to 
leisurely  lead  three  or 
four  of  us  through  the 
house.  No  such  luck:  Cars 
were  lined  up  at  the 
gate,  and  would-be  park- 
ers  were  already  being 
diverted  to  the  overflow 
lot.  The  crowded  entrance 
pavilion,  cafe,  and  gift  shop 
seemed  more  like  Seaworld 
than  a  rustic  getaway.  And 
the  din  of  a  chain  saw-wield- 
ing work  crew,  lustily  intent 
on  building  some  sort  of 
wooden  pagoda  before  lunch- 
time,  was  jarring. 

But  the  racket  faded  as 
the  15  of  us  in  the  11:47  a.m. 
group  trekked  down  the 
forest  path, 
through  the 
mountain  lau- 
rels and  rho- 
dodendrons, toward  Falling- 
water.  Along  the  way  we  saw 
plenty  of  the  horizontal  for- 
mations of  buff-colored  sand- 
stone that  are  repeated  in 
the  walls  of  the  house. 

I  believe  that  if  Wright 
had  lived  into  the  1990s,  he 
might  have  altered  the  out- 
side of  the  building.  To  the 
jaded  modern  observer, 
the  concrete  decks  re- 
call . . .  well . . .  dovratown  park- 
ing garages.  Of  course,  this 
might  not  have  been  the  re- 
sult if  Kaufmaiin  had  foDowed 
the  architect's  instructions  to 
the  letter  and  covered  the 
concrete  with  gold  leaf.  In- 
stead, the  retailing  tycoon  de- 
cided to  save  himself  a  few 

Getting  There 

BY  CAR  From  downtown 
Pittsburgh,  take  Route 
376  east  10  miles  to  the 
Pennsylvania  Turnpike, 
Route  76.  Take  the  Turn- 
pike east  to  Exit  9  (Do- 
negal). Go  left  on  Route 
31  for  two  miles,  then 
turn  right  onto  Route 
381  South  forl9  miles. 


bucks  and  painted  the  con- 
crete ocher. 

But  what  made  Fallingwa- 
ter particularly  moving  for 
me  was  the  interior.  Expect- 
ing to  appreciate  the  home 
simply  as  a  work  of  art  rath- 
er than  as  a  comfortable 
abode,  I  stepped  inside  only 
to  discover  that  it's  nothing 
less  than  a  dream  house.  The 
ceilings  are  low,  Uke  the  rock 


fi-ont  of  the  fireplace.  Wr| 
wanted  to  cut  it  dowr|| 
floor  level  but  deferrecj 
Kaufmann,  who  suggeslj 
leaving  it  intact.  And  w| 
Wright  designed  a  6\ 
Kaufmann  considered  i 
small,  the  customer  c 
plained:  "This  isn't  [ 
enough  for  writing  check! 
architects."  Wright  enlaij 
it. 

HISTORICAL  HIKES.  If 

have  business  in  Pittsbu 
Fallingwater  is  an  ideal 
trip  on  its  own.  But  if 
have  extra  time,  Ohio] 
State  Park,  with  its  wl 
water  rapids  and  abun( 


STREAMLINED:  I  lie  Jails  ca  n  be  heard  throughout  the  h 


ledges  outside,  and  the  dark 
and  narrow  hallways  are  al- 
most like  caves.  But  each 
room,  with  its  marriage  of 
indoors  and  outdoors,  begs 
to  be  enjoyed,  to  be  lived  in. 
If  only  they'd  let  you  sit  on 
the  furniture,  kick  up  your 
feet  as  the  Kaufmanns  did, 
take  in  the  view  of  Bear 
Run,  and  maybe  drink  a  cup 
of  steaming  coffee  over  by 
that  Picasso  . . . 

SoiTy.  The  45-minute  walk- 
ing tour  keeps  you  walking. 
And  handling  the  fimiiture — 
let  alone  sitting  on  it — is 
strictly  verboten.  Luckily,  the 
tour  is  filled  with  fascinating 
tales  of  testy  relations  be- 
tween the  strong-willed  ar- 
chitect and  his  equally  head- 
strong patron.  Surprisingly, 
Kaufmann  actually  won  a  few 
of  the  jousts.  In  the  living 
room,  for  example,  a  boulder 
rises  through  the  floor  in 


hiking  trails,  is  five  mik 
the  south.  And  10  miles 
is  Fort  Necessity,  the 
Revolutionary  British 
post  where  a  young  Ge 
Washington   got  his 
taste  of  battle  in  the  Fre 
Indian  war.  (Unfortuna 
he  lost.)  Park  hosts  des( 
in  vivid  detail  the  life  ( 
18th-century  soldier, 
lived  on  hardtack  and 
on  dirt,  rarely  gettin. 
change  his  clothing.  It 
certainly  a  miserable 
fence,  especially  when 
pared  to  the  Kaufms 
meticulously  planned  i 
dise  nearby. 

Fallingwater  is  ope 
a.m.  to  4  p.m.,  every  da; 
cept  Monday,  until  No^ 
and  then  only  on  week 
through  March.  Admissi 
$8.  But  remember  to  c 
advance — it's  sure  tc 
busy.  Stephen  B 
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With  all  the  rampant 
talk  of  changes  in  the  work  place, 

this  might  be  an 
opportune  place  to  mention  ours. 
Campton  Place's 
new  conference  salon 
accommodating  just  over  100 
executives. 
In  the  same  luxurious  setting  and 
attentive  manner 
guests  on  pleasure  travel  have  come 
to  expect. 
Prompt  personal  service,  gracious 

hospitality, 
soft,  relaxing,  elegant  ambiance. 
Your  conferees 
will  even  be  treated  to  cuisine 
served  by 
the  same  kitchen  that  has  earned 

Campton  Place 
the  rank  of  one  of  America's  25 

finest  restaurants* 
Whether  your  meeting  needs 
specify  seating 
for  30  or  100,  boardrooms  for  12, 

or  executive 
conference  Penthouse  Suites  for 

up  to  25, 
Campton  presents  the  ultimate 
down-to-work 
venue  replete  with  up-to-the  mmute 
technology 

Executive  privilege  still  has  its  l^lace. 
Campton  Place 
On  Union  Square,  San  Francisco. 

For  reservations. iee  your  travel  atjeiii 
or  call  (soo)  2  3  5-J  JOO 


A    rvi     1      •    O  N 
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THE  OTHER  NIAGARA: 
A  JEWEL  ON  THE  LAKE 


TORONTO 


MAr,ARA-0\ 
THE-LAKE 


CANADA 


MAGARA 
FALLS 

USA 


XT-  ^^^^ 

Niagara-on- 
the-Lake  offers 
business  travelers  the 
perfect  escape  from 

fast-paced  Toronto.  Outside 
of  rush  hour,  it's  an  easy  90- 
minute  drive  from  Canada's 
business  capital.  But  once 
you  arrive,  you'll  feel  as  if 
you've  traveled  back  a 
century. 

This  charming  town  of 
13,000  nestled  along  the 
shores  of  Lake  Ontario  at  the 
mouth  of  the  Niagara  Riv- 
er— and  a  world  apart  from 
the  carnival  atmosphere  of 
well-known  Niagara  Falls, 
Ont. — is  one  of  North  Ameri- 
ca's best-preserved  19th  cen- 
tury villages.  That's  appro- 
priate, since  the  town  and 
surrounding  Niagara  Penin- 
sula saw  some  of  the  fiercest 
fighting  during  the  War  of 
1812.  Today,  Niagara-on-the- 
Lake  is  also  home  of  the  re- 
nowned Shaw  Festival,  a  rep- 
ertory theater  that  from 
spring  to  early  autumn  per- 
fornis  works  by  George  Ber- 
nard Shaw  and  his  contem- 
poraries. And  it's  at  the 
center  of  Ontaiio's  i-apidly  im- 
proving wine  industiy. 

Early  fall — September  and 
October — is  arguably  the  best 
time  to  visit.  The  town  is  less 
crowded  than  during  peak 
summer  season.  And  the  Ni- 
agara Parkway,  nmning  13.5 
miles  along  the  Niagara  Riv- 
er gorge  down  to  the  world- 


famous  falls,  is  spectacular 
once  the  leaves  start  to 
change  by  late  Septem- 
ber. That's  also  when  the 
gTape  harvest  kicks  off 
at  the  area's  vineyaixls. 
And  this  fall,  the  Shaw 
Festival  will  be  in  full 
swing  until  Oct.  29. 
Delve  into  the  ai'ea's 
history  starting  at 
Fort  George,  a  huge 
British-built  fort  at 
the  edge  of  town,  which 
has  been  restored  to  the 
way  it  looked  on  the  eve  of 
the' War  of  1812.  From  there, 
the  short  drive  to  Niagara 
Falls  passes  several  other 
monuments,  including  a  Geor- 
gian-style  farmhouse  that 
served  as  a  militaiy  hospital, 
and  the  homestead  of  Laiu'a 
Secord,  the 


VINTAGE  VIEWS:  Iiniiskillin  winery  offers  self-guided  t 


beloved  Cana- 
dian heroine 
who  alerted 
her  country's  forces  to  an 
American  invasion.  Best  of  all, 
the  sceneiy  is  some  of  the  nic- 
est in  Ontario. 

VINE  DRIVE.  The  "Wine 
Route"  established  by  On- 
tario's vintners  also  passes 
through  Niagara-on-the-Lake. 
This  well-marked  drive  in- 
cludes more  than  25  winer- 
ies, many  nm  by  fii"st-genera- 
tion  German  immigrants 
attracted  by  the  region's  fine 
gi'owing  conditions.  Although 
many  of  these  wineries  are 
upstarts  by  European  stan- 

Getting  There 

BY  CAR  From  Toronto, 
take  the  Queen  Elizabeth 
Way  (QEW)  south  toward 
Niagara  Falls.  After  pass- 
ing St.  Catherines,  take 
Exit  38B  onto  Highway 
55,  which  runs  into  Ni- 
agara-on-the-Lake. The 
drive  takes  90  minutes. 

HISTORY  TOUR:  Tke  area 
sa  w  som  e  of  the  fiercest 
fightiyig  of  the  War  of  1812 


DAY  TRIPPING 


Toronto 


dards,  they've  garnered  an 
impressive  number  of  inter- 
national awards  in  recent 
years.  Most  offer  tastings  for 
a  nominal  charge.  The  best 
introductory  tours  are  of- 
fered by  In- 
niskillin  and 
H  i  1 1  e  b  r  a  n  d 
Estates,  both 
near  the  town.  Inniskillin  of- 
fers a  fascinating  self-guided 
tour  which  explains  how  it 
and  other  local  wineries  make 
some  of  the  world's  finest 
"icewines."  This  sweet  des- 
sert wine  is  made  from 
gi'apes  harvested  only  after 
they've  frozen  on  the  vine. 

While  many  Torontonians 
consider  Niagara-on-the-Lake 
a  day  trip,  you'll  find  it  more 
relaxing  if  you  stay  over- 
night. Because  rooms  are  at  a 
premium,  call  the  accommo- 
dation service  offered  by  the 


Chamber  of  Commerce 
468-4263)  before  you  go.  ' 
can  help  you  find  a  roc: 
the  town's  best  hotels, 
of  them,  the  Prince  of  V 
and  Queen's  Landing, 
have  excellent  restaur; 
For  a  more  memorable 
ask  the  Chamber  to  help 
book  a  night  in  one  ol 
town's  86  bed-and-breakl 
Many  are  beautifully 
served  homes  in  the  his 
district.  And  all  have 
inspected  for  compliance 
the  town's  quite  high 
dards.  Rates  mostly  r 
from  $50  to  .$100  a  liigh 
eluding  breakfast.  With 
Candian  dollai-  worth  jus 
U.  S.,  bargains  abound. 

A  perfect  way  to  s 
your  evening  is  at  the  ^| 
Festival,  which  is  staj 
nine  plays  into  the  falj 
eluding  a  brilliant  reviv! 
Noel  Coward's  epic  Ci 
cade.  Be  sure  to  call  a 
for  tickets  (800  267-4 
they  normally  cost  u 
$45  U.  S..  but  Sunday 
ning  performances  are 
$19. 

Many  Canadians 
secretly  happy 
more  Americans  ha' 
heard  of  Niagara-on 
Lake.  Too  many  visi 
they  argue,  would  sp( 
If  you're  lucky  en 
to  go,  you'll  no  d 
agi'ee.         Bill  Sym 
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ft 


Yo 


ou  cou 


Id 


run 


Windows  NT  without 

M  IPS,  but  there  are  more 


imaginative  ways 


of  wasting  time. 


/  ou  could  make  rubber  band  balls  for  instance. 
Or  little  paper  clip  figurines,  ^ut  why  on  earth  would  you 
want  to  spend  more  time  getting  less  done  at  work?  'ZiJsW, 
the  answer  is  you  probably  wouldn't.        one  would.  Its 
ust  that  some  people  may  not  know  that  you  can  run 
Windows  NT™  applications  up  to  t/jree  times  faster 
with  a  MIPS™  RISC-based  system*  Or  that  you  can  also 
use  MIPS  RISC  with  UNIX,  (^^^d  that  according  to  the 
TPC-C  benchmarks,  the  top  three  OLTP  systems  use 
MIPS  RISC.  On  the  other  hand,  it  may  be  that  these 
people  do  know  about  all  these  things,  and  have  just  had 
trouble  convincing  other  people,        if  you  find 
yourselt  in  this  position,  and  you  think  it 
might  help,  you  could  always  tell  them  that  you  chose 
MIPS  RISC  because  of  its  exceptional 
price /performance 

  advatitages.  Tou  might 

also  tell  them  that  you 
chose  MIPS  RISC  because 

nearly  a  hundred 
companies  have  adopted 
its  architecture  and  it's  the 

  number  one  RISC-based 

general  purpose  processor 
in  production  today.  'Tliat  usually 
works.  'Sut  il  not  -  if  after  all  that,  they 
still  seem  unsure  -  just  remember  that  you 
still  have  your  imagination.  there  will 

always  be  plenty  ol  office  supplies. 


*Compared  to  a  Pentiurn-processor-based  system 


MICROSOFT-.  Conyrieht  1995  NEC  Electronics  Inc. 

WINDCSVSNT     All        ,  ,  ,  r  1  ■ 

CCMWIBU;   AJI  trademarks  are  the  property  or  their  respective  owners. 
)re  information  call  1-800-366-9782  and  ask  for  info  pack  *I83. 
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Personal  Business 


A  WALK  THROUGH 
FEUDAL  JAPAN 


KAVVAOOE 


TOKYO 


Tokyo  has  rebuilt  it- 
self so  often  that  few 
visible  traces  remain 
of  old  Edo,  as  the 

feudal  city  was  known  until 
this  century.  Thanks  to 
seemingly  constant  con- 
struction after  eaithquakes, 
fires,  and  war,  Tokyo  has 
emerged  as  a 
city  that  is  at 
times  antisep- 
tically  mod- 

ern — in  stark  contrast  with 
most  Westerners'  romanti- 
cized fantasy  of  ancient  Ja- 
pan. But  Kawagoe,  the  pros- 
perous castle  town  just  an 
hour  away  that  is  nicknamed 
"Little  Edo,"  preserves  a 
taste  of  merchant  Japan  in 
the  days  of  the  shoguns — 
and  not  just  in  temples  and 
shrines. 

Kawagoe's  main  shopping 
street  houses  several  centu- 
ry-old buildings  called  kura, 
combination  shop/homes  with 

Getting  There 

BY  TRAIN  Take  the  Sei- 
bu  Shinjuku  line  from 
beneath  the  Seibu  Prince 
Hotel  or  Takadanobaba 
Station.  It's  a  45-minute 
ride  to  Hon-Kawagoe 
station,  and  tickets  cost 
Y550.  Explore  on  foot 
from  there. 


ing  molds, 


DAY  TRIPPING 


Tokyo 


blackened  clay-and-plaster 
walls  two  feet  thick,  most 
still  in  use. 

The  shopping  street  runs 
north  from  Hon-Kawagoe 
station  (the  preferred  of  the 
town's  two  rail  stations,  since 
it  is  within  easy  walking  dis- 
tance of  the  historic  area). 
Although  narrow  by  to- 
day's standards,  this 
street  was  once  consid- 
ered a  broad  thorough- 
fare and  was  a  well- 
used  commercial  route 
where  much  of  the  traf- 
fic was  man-powered. 

The  first  kum  you 
come  to,  after  the  third 
traffic  light,  is  the 
Yamazaki  Museum  (ad- 
mission: Y500,  inchuling 
tea).  The  small  museum 
displays  a  mishmash  of 
screen  paintings,  Nori- 
take  china,  candy-mak- 
coins,  and 
elaborate 
c  a  n  d  y 
sculpture 
made  at 
Kameya,  a  200-year-old 
sweet  shop  next  door. 
Giant  stone  blocks  pave 
the  inner  courtyard. 
The  beams  are  thick 
and  dark,  the  ceilings 
low,  and  the  windows 
heavy  to  lock  out  fire. 
(Labeled  by  Japanese 
proverb  as  one  of  the 
four  greatest  fears  in 
this  land  of  traditional 
wood  and  paper  houses, 
fire  destroyed  most  of 
central  Kawagoe  in 
1898.  The  kum,  howev- 
er, survived.) 
TREASURE.  Kura  have 
other  special  connotations  for 
the  Japanese.  Most  were 
used  for  storage,  especially 
of  valuables,  and  even  today, 
treasui'es  occasionally  ai'e  dis- 
covered in  the  dark  corners 
of  such  storehouses  near 
much-older  Kyoto.  But  kura 
also  were  places  to  shut  up  a 
mentally  ill  relative  or  a 


young  mistress — a  place  of 
dark  and  narrow  staircases, 
small  windows,  shadows,  and 
ghosts. 

Continue  walking  up  the 
street  and  you  will  see  sever- 
al other  kura,  mostly  on  the 
left-hand  side.  At  one  corner 
is  potteiy  shop  Yamawa,  vnth 
an  old  man-powered  ji}iriki- 
slm  displayed  by  the  side  en- 
trance and  a  wide  selection 
of  intriguing  cei'amic  designs. 
Two  doors  down  is  silk-scroll 
maker  and  art  dealer  Ichiro 
Fukazen,  the  fifth  generation 


One  silk-scroll 
maker  here  is  the 
fifth  generation 
to  ply  the  trade 


of  his  family  to  ply  the  trade. 
If  you've  a  mind  to  shop, 
prices  are  moderately  better 
here  than  they  are  in  Tokyo. 
At  the  end  of  the  row,  the 
KurazukuiT  Museum,  former- 
ly a  tobacco  merchant's  shop, 
gives  the  best  look  inside  a 
kura,  with  what  seemed  to 
me  to  be  the  narrowest 


twisting  staircase  on  eail' 
The  YlOO  admission  inclun 
an  English  brochure  an( 
good  map  of  other  neai 
sights. 

FIRST  SHOGUN.  One  of 

largest  is  the  Kita-in  temi 
complex,  with  entire  bui 
ings  transported  from  I 
Castle  in  Tokyo,  a  sculpt  i, 
garden  of  500  Buddh' 
and  quiet,  pleasant  grour 
There  is  some  interesting  | 
tory,  too.  Kita-in  was  | 
head  temple  of  the  Buddlj 
Tendai  sect  in  eastern  Jap 


KAWAGOE:  Mamj 
century-old  buildin 
have  s  urvived 

and  the  first  shog 
Tokugawa  leyasu, 
a  close  friend  of 
head  priest.  As  a  rei 
the  land  at  Kita-in 
owned  and  run  by 
bakufii,  the  Shogoin 
so  Kawagoe  police 
no  jurisdiction  thi 
Rear    access  to 
grounds    is  thro 
what  is  known  as 
Thief's  Bridge,  on 
simple  log  across 
river  over  which  a 
ber  escaped.  He  ' 
later  forgiven  for 
crime  after  being  ( 
verted  to  the  paii 
virtue    by   the  h 
priest. 

For  travelers  v 
more  time — and  n 
ey — a  trip  to  aiic 
Kyoto  via  Japan's  In 
trains   would  pio^ 
much  deeper  insii 
into  Japan's  rich  hisi 
and  culture.  But  if  \ 
or  other  pressures  t 
er  you  to  Tokyo,  K;; 
goe  can  be  siu^e\ 
an  aftei-noon,  and 
come  away  with  aii 
perience  missed  by  i 
visitors  to  the  ancient  ca] 
Be  forewarned:  You'll  I 
difficulty    finding  Er.-.i 
spoken  in  Kawagoe,  eve 
the  town's  visitor  center,  i 
anyone  can  point  you  tov 
the  kura.  Besides,  an 
close  look  at  the  real  Jap; 
what  this  day  trip  is  > 
about.  Edith  Up'ji 
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ven  at  rour, 

you  kad  a  ^ood  Lead  (or  Lusiness. 


Face  it,  your  success  is  no 
accident.  You  clicln  't  get  to  tLis 
point  l)y  Leing  just  like  everyone 
else.  Doing  just  like  everyone  else. 
Or  maLing  tLe  same  ckoices  as 
everyone  else.  Mayte  you  ougLt 
to  consider  Tke  Quiet  Company, 
Nortkwestern  Mutual  Lite.  Y  ou  II 
find  yourself  dealing  witli  a  pro- 
fessional wlio  Lnows  tlie  value  of 
liard  work  and  tlie  need  to  protect 
its  rewards.  An  agent  wlio's  part 
of  tlie  sales  force  ranked  Lest  in 
tke  country.  You'll  find  a  company 
named  tke  most  financially  sound 
life  insurance  company"  in  Fortune" 
magazine's  annual  survey.  Wlien 
you  tliink  aLout  wkere  you  and 
your  family  are  Leaded,  clioosing 
Nortkwestern  Mutual  Life  makes 
a  lot  of  good  sense. 

Nprthvyestern 
Mutual  Life 

The  Quiet  Company 
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Begin  with  (he  most  convenient 
locations  in  Latin  America's 
most  important  business  - 
and  leisure  destinations. 
Add  an  international 
reputation  for  unsurpassed  quality  in  service, 
accommodations,  amenities  and  food. 

ITT  SHERATON 
MAKES  IT  SO  MUCH 
OETTER 

Blend  with  a  global  communications 
network  and  firsthand  knowledge  of 
local  customs,  traditions  and  attractions. 
And,  ITT  Sheraton  is  proud  to 
offer  AT&T  in  every  room 
for  easy  access  and  reliable 
service  at  reasonable  prices 


AKT 

Bring  it  all  together  under  the  one 
name  that  means  hospitality 
throughout  Latin  America.  ITT  Sheraton. 
For  reservations  see  your  travel 
professional  or  call  800-325-3533. 


if-' 


ITT 


Sheraton 


OUR  WORLO  REVOLVES  AROUND  YDU 


ARGENTINA 

Buenos  Aires 

Sheraton  Buenos  Aires 

Hotel  &  Towers 
BRAZIL 
Recife 

Sheraton  Petribu  Hotel 
Rio  de  Jmveiro 

Sheraton  Rio 

Hotel  &  Towers 
Sao  Pailo 

Sheraton  Mofarrcj 
CHILE 
SANTUtO 

Sheraton  San  Cristobal 
Hotel  &  Towers 
MEXICO 

AtAPllLCO 

Sheraton  Acapuico  Resort 


Cancuiv 
Sheraton  Caneun 
Resort  &  Towers 

HtATllCO 

Sheraton  Huatuleo  Resort 

IXTAP* 

Sheraton  Lxtapa  Resort 
Mexico  Cm 
Sheraton  Maria  Isabel 
Hotel  &  Towers 

Pl  ERTO  VaLLARTA 

Sheraton  Bufianvilias 

Resort 
PERU 
Lima 

Sheraton  Lima 

Hotel  &  Casino 
VENEZUELA 
Caracas.  La  Gi  aira 

Sheraton  Maeuto  Resort 


AT&T  tSADirect*  Service,  available  iii  most  ITT  Sheraton 
hotels,  lets  you  call  the  United  States  quickly  tuid  economically 
from  anywhere  In  Latin  America.  Just  dial  the  AT&T  Ac<:ess 
ruuntjer  for  the  country  you  are  calling  from.  Argentina  001  - 
800-200-1 1 1I;  Brazil  000-8010;  Chile  1-23-0-031 1;  Mexico 
()-,.800-4<>2-4240;  Peru  U'l;  Venezuela  80-01 1-120 


sonal  Business 


ERE  VAN  GOGH'S 
T  FOR  LIFE  ENDED 


AlVERS- 
SIR-OISE 


)  the 

road  that 
I  from  the  river 

ndswept  plateau  of 
elds,  a  small  country 
midway  up  the  hill 
k  strangely  familiar, 
nes  don't  undulate  in 
id,  nor  do  bonneted 
peas- 
walk 
t  any- 
)ther- 
lough,  the  church  at 
-sur-Oise  looks  ex- 
5  it  does  in  Vincent 
gh's  famous  painting 
title,  from  1890. 
IG  SKIES.  Van  Gogh 
le  last  two  months  of 
in  this  rural  hamlet 
th  of  Paris.  In  a  final 
if  creation,  he  painted 
ases  here  in  70  days. 
3  shot  himself  in  the 
1  and  died  at  age  37 
tiny  room  above  a 
is  body  lies  up  the 
in  ivy-covered  grave, 
fields  he  painted  with 
I  skies  and  flapping 

ie  Monet's  home  at 
Y  may  be  the  stan- 
rt  lover's  day  trip 
'aris.  It  is  indeed 
ig,  but  the  busloads 

fter  painting  70 
es  in  70  days, 
gh  shot  himself 
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Paris 


of  tourists  who  crowd  the 
rooms  and  click  cameras  at 
the  water  lilies — even  dur- 
ing the  less  frantic  autumn 
season — can  be  over- 
bearing. In  con- 
trast. Van  Gogh's 
town  of  Auvers- 
Sur-Oise  is  rela- 
tively empty, 
and  it  offers  a 
more  intense  ex- 
perience. The 
stone  village  and 
open  countryside, 
remarkably  un- 
changed since  Van 
Gogh  painted  them,  draw 
you  into  the  lonely,  brooding 
vision  of  this  great  post-Im- 
pressionist artist. 

The  trip  has  become  even 
more  appealing  since  the  re- 
cent restoration  of  the  cafe 
below  Van  Gogh's  garret. 
Bought  by  a  Belgian  busi- 
nessman, the  Auberge  Ra- 
voux  now 
looks  just  as 
it  did  in  1890, 
from  the 
cracks  in  the  plaster  of  Van 
Gogh's  room  to  the  billiard 
table  where  his  casket  was 
laid  for  a  funeral  service. 
You  can  buy  art  books  and 
prints  and  see  a  short  video 
of  his  life — viewed  by  an  au- 
dience of  four  on  one  recent 
summer  weekday.  Showings 
are  daily  except  Monday 
fi-om  10  a.m.  to  6  p.m.;  entry, 
$5  (331  3448-0547). 

Visit  the  cafe  fii-st  to  learn 
about  the  artist.  Then,  avoid- 


ing  the  drab  highway 
through  town,  stroll  along 
the  parallel  hillside  street  of 
old  stone  houses.  Finally, 
climb  to  the  cemetery  where 
Van  Gogh  lies  inconspicuous- 
ly next  to  his  brother,  Theo, 
against  the  north  wall. 

On  this  walk,  you'll  see 
several  roadside  posts  hold- 
ing photos  of  Van  Gogh  can- 
vases that  were  painted  at 
those  spots.  The  most  en- 

ART  AND  MODEL:  Many  sites, 
like  this  church,  display 
Van  Gogh's  vision  of  them 


trancing  site  lies  dowm  a  diit 
road  opposite  the  cemetery 
gate.  There,  Van  Gogh  paint- 
ed Crows  over  the  Wheat 
Field,  a  dark,  haunting  pic- 
ture that  some  experts  think 
was   his   last.   The  scene 


hasn't  changed.  The  artist 
borrowed  a  gun  to  shoot 
crows  here,  claiming  they 
disturbed  his  work.  He  used 
it  on  himself  instead. 
PICNIC  PLACE.  Auvers  lies  on 
the  Oise,  a  broad,  placid  riv- 
er with  grassy  banks  that 
cry  out  for  a  picnic  once 
you're  through  wandering. 
The  town  has  a  few  so-so 
cafes,  or  you  can  have  a  full- 
course  French  meal  in  the 
courtyard  at  Van  Gogh's 
Auberge  Ravoux,  which  is 
open  at  lunch  and  for  dinner 
fi'om  8  p.m.  to  10  p.m.  ($28 
plus  beverage). 

Ti'ains  run  al- 
most hourly  to 
Auvers  from  the 
Gare  du  Nord 
and  Gare  Saint- 
Lazare  in  Paris. 
You  must  change 
trains  en  route. 
Beware:  Check 
before  you  board 
because  connect- 
ing points  vary 
depending  on 
train  and  time  of 
day.  It  will  cost 
56  francs,  or 
about  $11  round 
trip,  and  takes 
no  more  than  an 
hour  each  way. 
Auvers  is  also  an 
(^asy  hour's  drive 
from  Paris,  but 
car  rentals  in 
France  are  ex- 
pensive— espe- 
cially for  models 
with  automatic  transmission. 

Van  Gogh's  last  home  may 
not  be  on  the  major  tourist 
circuits.  But  for  that  reason, 
you're  likely  to  gain  a  deep, 
lingering  new  feeling  for  a 
gi'eat  artist.       Stewart  Toy 


Getting  There 


BY  TRAIN  Trains  run  almost 
hourly  to  Auvers  from  the 
Gare  du  Nord  and  the  Gare 
Saint-Lazare  in  Paris.  But 
note:  You  must  change  trains 
en  route;  ask  at  which  sta- 
tion. The  trip  will  take  about 
an  hour.  Tickets,  which  cost 
about  $11  round  trip,  must 
be  punched  in  an  orange  ma- 


chine near  the  platform  be- 
fore boarding. 

BY  CAR  Take  Autoroute  Al 
north  from  Paris,  then  Auto- 
route A86  west  and  later  Auto- 
route A15  northwest  toward 
Pontoise.  Pick  up  Route  D4 
northeast  into  Auvers.  The  25- 
mile  drive  takes  under  an  hour. 


RII<;iMF<;<;  WFFk  /  qFPTFMRFR  IR    IQQR  1  R<» 


Special  Advertising  Section 


Technology  continuously  changes  the 
way  we  do  business.  To  help  maintain 
the  competitive  edge,  business  profes- 
sionals are  constantly  looking  for  new 
products  and  services.  That's  where 
the  Technology  Guide  steps  in.  This 
advertising  directory  of  technology 
marketers  provides  both  readers  and 
advertisers  with  invaluable  contacts— 
instantly. 

For  fast  response,  call  the  phone 
numbers  within  each  advertisement 
or  mail  in  the  reader  response  card. 

Advertisers,  for  more  information, 
call  1-800-217-3071. 


Special  Advertising  Section 


Succeed  in 
Business! 

For  15  years,  we've  been  helping 
companies  like  yours  cut  business  costs 
by  streamlining  accounting  functions, 
reducing  repetitive  data  entry,  closely 
tracking  cash  flow,  and  much  more. 
Now  we've  introduced  Version  7.0, 
ottering  hundreds  of  new  features 
requested  by  businesses  like  yours. 
Get  the  competitive  edge. 

Call  800-678-6336  for  a 
FREE  80-page  guide 
to  RealWorld  Accounting  and 
Business  Software. 


RealWorld  Corporation 

Quality  solutions  meeting  real  world 
business  needs^ 

RealWorld  is  a  registered  trademark  of 
RealWorld  Corporation, 


CABLE  READY 


Imagine  being  able  to  see  all  your  real-time  plant  data 
from  every  source  across  the  company-MRP,  MES, 
SCADA,  PLCs,  MMIs-all  on  one  screen,  through  one 
familiar  interface.  Introducing  PlantTV,  a  powerful  new 
automation  solution  that  gives  you  live  access  to  the 
information  you  need  for  faster,  more  effective  deci- 
sions directly  from  your  PC.  Whatever  channel  you 
select,  PlantTV  displays  your  information  in  tables, 
charts,  bar  graphs,  and  countless  other  ways.  Call  us  at 
800-526-3486  or  fax  617-769-1990  and  get  PlantTV 
on  your  network. 


Intellut?on* 


Intcllution  IS  a  registered  trademark  and  PlantTV  is  j  trademark  ol  Inlclluiion  Inc  All  nihc 
brand  or  product  names  are  trademarks  or  registered  trademarks  ol  their  respective  holders. 


Orchestra 
MultiSystems 

The  Tympani  17"  IVIonitor-$469.00 

Today's  Windows-based 
corporate  computing  envi- 
ronment demands  cost- 
effectiveness,  productivity, 
and  ergonomics  from  your 
hardware. 

The  Tympani  17"  monitor 
from  Orchestra  MultiSystems 
answers  these  demands  by 
iding  a  17"  screen  tor  an  estimated  street  price  of 
).  So  for  the  price  of  a  1 5"  monitor,  you  can  have  a 
SVGA  monitor  for  two-thirds  more  screen  area  and 
ger,  more  colorful  display. 

Orchestra  at  (800)  237-9988  to  find  out  more  about 
■ympani.  Or  ask  us  about  our  high-performance  15" 
'"  monitors,  the  Tuba  II  &  French  Horn  II,  our  PCIA/L 
D  adapters,  and  our  direct  corporate  evaluation 
ram. 


Big  Business  Technology 
at  a  Small  Business 
Price 

Motorola's  Vanguard  FRAD  For  $799. 

Motorola's  Vanguard™ 
FRAD  cuts  the  cost  of 
high-speed,  highly  effi- 
cient LAN-WAN  data  net- 
working. So,  now  even 
small  businesses  can 
afford  the  best  technology  available.  For  terminal-to- 
host  applications,  it  is  simply  unbeatable.  Vanguard 
saves  you  money  on  line  costs  and  lets  you  integrate 
multi-protocol  data  for  a  lot  less  than  traditional 
routers.  It  takes  up  very  little  space  and  is  easy  to  use. 
Just  plug  it  in.  Motorola's  family  of  low-cost,  high- 
quality  Vanguard  FRADs  includes  one  with  integral 
DSU.  Motorola's  Vanguard  FRAD.  A  little  something 
for  everyone.  For  more  information,  call 

1-800-766-4883. 

http://www.mot.com/MIMS/ISG/ 

Vanguard  and  Motorola  are  trademarks  of  Motorola,  lnc.©1995  Motorola.  Inc. 
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Special  Advertising  Section 


Personal  Computers 

Quality  •  Service  •  Value 

Swan  is  dedicated  to  providing  quality  computer  products  for 
business  and  for  the  home.  Our  one-year  on-site  warranty  and 
award-winning  service  ensure  trouble-free  ownership.  Call 
today  to  find  out  more  about  our  Pentium  Series,  Notebook 
Series,  486  Value  Series  or  to  receive  our  full  product  catalog. 


 *  -0 


• 


800-645-7785 


PCCompfttng 


BEST 


SWAN 


Now  you  can  put  CD 
Mastering  on  the  fast  track 

Only  the  CDR100  reads  and  records  at 
quadruple  speed. 


YamalmCDRlOO  1-^'^ 


Yamaha  CDF.1 00 


1 992, 1 993, 1 994         1 990. 1 992. 1 993. 1 994 


Yamaha  brings 
you  unparallelec 
precision  thankj; 
to  our  exclusive 
optical  head, 
spindle  motor, 
high  speed  pro 
cessing,  LSI  am 
control  unit.  Thi 
means  you  get 

data  recording  four  times  as  fast,  which  means  you've  finally 
got  the  power  to  meet  your  most  demanding  needs. 

More  choices:  switching  between  IX,  2X  and  4X  speeds, 
multi-mode  options  such  as  disc-at-once,  track-at-once,  and 
multi-session,  and  the  ability  to  handle  all  standard  formats. 

The  CDR100  works  as  an  internal  drive  or  in  a  compact 
external  drive  on  either  a  PC  or  workstation.  It's  fully  support- 
ed by  most  major  CD  mastering  software.  The  CDR100  puts 
you  on  the  fast  track.  Contact  an  autho- 
rized Yamaha  distributor  for  more 
information. 


YAMAHA 


MONARCH. 

The  easiest,  fastest  way 
to  access  corporate  data. 

Monarch  turns  existing  report 
files  into  a  rich  database  of 
corporate  information  that  you 
can  view,  sort,  filter,  analyze,  and 
export  to  other  applications.  So 
whether  you  want  to  analyze 
sales,  create  custom  financial 
reports,  sort/filter  personnel 
records,  or  just  get  data  from 
your  company's  mainframe 
computer  into  your  favorite 
spreadsheet  or  database 
program.  Monarch  gives  you 
the  capabilities  you  need.  Since  it  uses  spooled  report  files  that 
come  from  your  company's  mainframe,  minicomputer,  or 
PC  systems.  Monarch  is  much  simplier  and  a  lot  less  costly  than 
implementing  a  data  warehouse,  EIS,  or  decision  support  system. 
Call  today  for  your  FREE  demo  disk. 


1-800-445-3311 

Tel  508-658-0040  (outside  U.S.)  Fax  508-988-0105 


Introducing 

THE  NEW 

Forest 
&Trees. 


.    Now  WITH 

A  POWERFUL 
COMBINATION  OF 
EASY  AD  HOC 
QUERY  AND 
SUPERIOR 
ANALYSIS. 


This  15  a  whole  new  Forest  & 
Trees-,  rebuilt  from  the  grour 
up  to  be  the  best  ad  hoc  que 
&  reporting  tool  you  can  buy. 
With  just  a  few  mouse  clicks 
you  can  access  data  easily  frc 
databases  and  data  warehou 
Now  you  don't  need  to  know 
the  structure  of  the  database  | 
or  SQL,  to  get  at  the  data  yo 
need.  Then  you  can  harness 
Forest  &  Trees'  smart  analyti( 
features  to  turn  your  data  int 
valuable  Business  lnte)/;genci 
Call  today  and  ask  for  the  fi 
demo  disk  and/or  the  Hurw 
Consulting  White  Paper  anci 
technology  comparison.  r' 


TriNzic 


Voice:  1-800-952-877| 

Fax:  603-427-0385 
e-mail:  ■ftQtrinzic.com 

One  Harbour  Place.  Suite  500 
Portsmouth,  NH  03801-9948 
Fofesr  S  Trees  is  a  registered  irarJemarlc. 
All  otlier  trademarks  are  the  properties of 
tlieir  respective  companies 


Trouble  using 
Files  &  disks  between 
Macs  and  PCs? 

Obviously,  you've  never  let 
a  DataViz  product  do  it  for  you. 


Conversions  Plus* 
for  Windows 


i  Mac  disks  in  your  Windows  PC  (or  DOS  disks  in  your  Mac), 
iily  convert  files  between  various  Mac  &  PC  Word  Processing, 
•eodsfieet,  Grapfiics  &  Database  formats  wfiile  maintaining 
matting  like  bold,  italic,  tables,  etc. 

nvert  in  eitfier  direc''on  between  many  different  programs 

;  WordPerfect  &  Word  or  Lotus  &  MS  Works  (1 ,000's  of  combos!) 

Call  DataViz  now  for  more  info! 

800  -  270  -  0030 

Inc  55  Corporate  Dr  ,  Trumbull,  CT  0661  I   Tel  1203]  268-0030  Fo.  (203)  268  4345 


Tally 


® 


High-Speed,  Page  Printers  for 
''Mission  Criticor'  Printing 


T9030 

T9030D 

T9040D 


•  30  and  40  Pages  Per  Minute  (Duplex  Avail)  -  \ 

•  300,000  Pages  Per  Month 

•  HP®  LaserJet®  Compatibility 

Opt:  PhoenixPage™  PostScript® 

•  High-Volume  Paper  Handling  Options 

•  Straight  Path  for  Heavy  Forms  &  Labels 

•  Low  Cost-Per-Page  for  High-Volume  Jobs 

For  Information  Coll:  JJANNESMANN 
1-800-843-1347  Ext  230  Tally 

All  listed  trademarks  are  registered  trademarks  of  their  respective  companies. 


Take  the  Fast  Track 
to  the  Internet! 


If  you're  thinking  about  getting 
on  the  information  superhigh- 
way, Cardinal's  28.8  Kbps  fax 
modems  will  put  you  in  the  fast 
lane  of  the  Internet.  With  true 
V.34  and  V.FC,  FlashROM, 
FaxWorks  software  and  a  life- 
time warranty,  you're  assured 

\   of  a  smooth  and  comfortable  ride. 
|J  J 

I;/   Buy  your  Cardinal  28.8  fax  modem  by 

October  31 , 1 995  and  save  up  to  $40  off  the 
ated  street  price  and  we'll  include  a  Ventana  Media 
let  Membership  Kit™  (a  $49.95  value)  for  free! 

final  MVP288I  Internal  Fax  Modem  US  $1 39* 
final  MVP288XF  External  Fax  Modem  US  $159* 


oday  1-800-775-0899  ext.  701 

fer  your  Cardinal  modem  with 
onus  Internet  Membership  Kit. 

ing  and  handling  charges  not  included 


♦ 

Cardinal 


If  you're  starting  to  look  at 
modems,  allow  us  to  bring  you 
up  to  speed 


Introducing  Motorola's 
high-speed  Power  8^ 
Lifestyle  Series  desktop 
and  cellular  modems 


Motorola's  Power  &  Lifestyle  Series  V.34  modems  will 
help  you  unlock  your  computer's  potential  as  well  as 
provide  unsurpassed  speed,  performance,  reliability 
and  fax  capability.  These  28.8  and  14.4  modems  give 
you  the  freedom  to  access  on-line  services,  multimedia 
services,  various  networks,  bulletin  board  services 
and  other  databases.  Our  28.8  modems  are  high 
speed,  so  you  spend  less  time  waiting  and  less  money 
on-line.  Power  Series  modems  feature  downloadable 
architecture,  accessibility  for  nine  users  and  remote 
configuration.  Lifestyle  Series  modems  feature  caller 
I.D.,  on-screen  assistance  and  a  security/password 
function  for  two  users.  For  information  about 
Motorola's  desktop  and  PCMCIA  modems, 

call  1-800-766-4883.  ^ 

httpV/www.mot.com/MIMS/ISG/ 


Special  Advertising  Section 
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REUSYS  A  Name  You  Can  Rely  On. 


PC  Computing  "Top  100"  1995 

ReU4830T  Advantage 

Features 

•  400X1600  dpi  optical 
one  pass  scanner 

•  4800  X  4800  interpolated 

•  A4  size  Transparency 
Adapter  for  film, 
slides  and  x-ray 

•  SCSI-2  interface 

•  Image-In  (with  OCR, 
color  management) 

•  Paper  Master 

•  Art-Scan 


]. 800.749.3966 

SCSI  card  and  cable  (PC)  are  extra  for  all  unbundled  scanners.  Your 
existing  SCSI  hardware  is  probably  compatible,  so  check  with  us  before  you 
purchase  equipment  you  don't  need. 


if  a  picture  is  wortli  a  tliousand  words 
consider  tliis  a  dissertation. 


Instantly  capture  images 
ot  home;:  boloie  ihey 
go  on  fhe  maf*e',  then 
display  them  on  3  TV  lor 
a  client  or  Inend 


Shoot  d  p/cfuff  ol  prop- 
ety  damage,  products, 


Capture  pictures  ai  tamily 
events  and  vie- 
immed'diefy  oi 
Then  save  the  images  on 
a  videotape  or  computer 
disk,  and  produce  color 
prints  from  al 
computer  ot  video  pi 
(like  theCisio  vO-IOOJ 


The  QV-10  gives  you  enough  memory  for  95  digital  images. 
With  built-in  LCD  color  screen.  Plus  video  and  computer  outputs. 
More  uses  —for  business  and  pleasure  —than  you  can  count. 


159 


Computer  Connection.  The  OV-10  comes  with  Macintosh*  and  Windows' 
to  edit,  pfini  or  share  wtlh  other  computers  on  youi  office  network  You  can 
on  the  internet 

Video  Output.  Conned  to  a  VCR  and  you  can  create  an  instant 
aibum  — ot  a  full  business  slide  show  —at  the  touch  of  the  buttoi 
 can  even  view  multiple  images  on  one  screen 

\^'^',  Applications.  The  QV-lO  is  the  perfect  tool  for  real  estate,  insurance, 
li2=^  presentations,  family  events  —  anywfiere  you  need  pictures  and  tlembility 

ASiO  INC   S70MT  Pit ASANI  AVE NUE  OOVIS  NfOTBOl  lEl  1  ■BOO-96M746  CASlOlfCHBAOl  COM  OR 


CASIO.  Ill 


TODAY'S  FRANCHISE 
OPPORTUNITY 


profits,  Mr.  CD  ROM  Storf 
larnessed  the  fastest  growi 
-nent  of  the  computer  indus 


The  software  to  use 
your  computer  and  your 
Internet  connection  to 
eliminate  long  distance 
charges  is  here  today. 
It's  called  DIGIPHONE. 


IVIr.  CD  ROIN/I  Stores  Inc.  and  DIGIPHONE 
are  divisions  of  Camelot  Corporation. 
NASDAQ  Symbol  CAML 

.'CAiVIELQT  PLAGE  17770  PRESTON  ROAD  DALLAS,  TEXAS  75252 
PHONE  21 4-733-30Q5  FAX  214733-4308 


Access  Data 
from  Multiple 
Hosts  and 
Servers  in  Your 
Enterprise.».and 
Never  Leave 
Your  Desktop  Applications! 

You  need  information  from  your  IBM  mainframe,  AS/400, 
VAX,  or  server.  You  need  to  access  this  data  from  your  desktop 
PC— now!  And  the  last  thing  you  need  is  to  have  to  exit  your  U 
Windows  applications  to  get  to  the  information.  r 

The  solution  is  RUMBA®  OFFICE— the  one  connectivity  sof|t 
ware  product  that  lets  you  access  data  from  multiple  hosts/server|' 
in  your  enterprise.  Right  from  your  desktop.  Through  the 
Windows  graphical  user  interface.  Directly  from  your  Windows 
applications.  So  you  can  work  with  the  data  as  easily  as  you  work 
with  Windows. 

Get  connected. .  .and  stay  connected— regardless  of  your  net- 
work's architecture.  Call  1-80048-RUMBA 


Wall  Data  Incorporated 
1  332  N,E.  122nd  Way  •  Kirkland,  WA  98034 
1-800-48-RUMBA 


Ci  1«5  Weill  l>^t,(  lnc>'fr->r.ited.  All  nghts  re 
Inuitpor.iled'.  All  nthei  priiduc 


^ed  The  Wall  Dau  K-eu  ^nd  RUMBA®  ^re  registertd  iradcmafb  ol  Wall  i\> 
ames  ,md  trademarb  are  rbc  pmpetty  ol  iheir  le^pcciive  owners 


siness  Week  Index 


UCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


e  from  last  week:  0  0"- 
e  from  last  year  6  6''o 


Change  from  last  week:  -0.1° 
Change  from  last  year:  7.9% 


PRODUCTION  INDEX 

Aug.  26=124.9 
1992=100 


LEADING  INDEX 

Aug.  26=261  8 
1967=100 


Dec.  Apr.  Aug 

1994  1995  1995 

s  are  4-week  moving  averages 

luction  index  was  unchanged  during  the  week  ended  Aug.  26.  Before 
on  of  the  four-week  moving  average,  the  index  rose  to  125,  from 
ncreased  seasonally-adiusted  output  of  cars  and  trucks  led  the  rise, 
power  fell  back  after  large  weather-related  gams  m  previous  weeks, 
ling  index  fell  in  the  latest  week,  but  the  unaveraged  index  increased 
i,  from  261.7.  Faster  growth  in  M2  and  materials  prices  caused  the 

ion  index  copyright  1996  by  The  f^cGraw-Hill  Companies     BW  leading  index  copyright  1995  by  CIBCR 


ING  INDICATORS- 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

PRICES  (9/2)  S&P  500 

561.14 

558.47 

18.4 

lATE  BOND  YIELD.  Aaa  (9/2) 

7.39% 

7.50% 

-8.7 

RIAL  MATERIALS  PRICES  (9/2) 

114.3 

114.9 

NA- 

SS FAILURES  (8/25) 

NA 

283 

NA 

STATE  LOANS  (8/23)  billions 

$494.6 

$493.5 

12.3 

SUPPLY,  M2  (8/21)  billions 

$3,708.2  $3,699.3 

3.6 

CLAIMS.  UNEMPLOYMENT  (8/19)  thous  349 

338 

8.0 

:  Centei  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
oody's.  Journal  of  Commerce  (index:  1990=100).  Dun  &  Bradstreet  (failures 

companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adiusts  data  on 
failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR 

REST  RATES 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

L  FUNDS  (9/5) 

5.86% 

5.48% 

4.74% 

RCIAL  PAPER  (9/5)  3-month 

5.77 

5-80 

4.92 

ICATES  OF  DEPOSIT  (9/6)  3  month 

5.75 

5.76 

4.89 

MORTGAGE  (9/1)  30-year 

7.95 

8.10 

8.63 

[ABLE  MORTGAGE  (9/1)  one  year 

5.86 

5.92 

5.58 

9/5) 

8.75 

8.75 

7.75 

Federal  Reserve,  HSH  Associates.  Reuters  Holdings  PLC 


LATEST 
WEEK 

ufcrv 

AGO 

VCADI V 

TbAKLI 

%  CHG 

STEEL  (9/2)  thous.  of  net  tons 

1,949 

1,904# 

3.2 

AUTOS  (9/2)  units 

115,982 

119,684r# 

-9.2 

TRUCKS  (9/2)  units 

113,277 

118,137r# 

-2.0 

ELECTRIC  POWER  (9/2)  millions  of  kilowatt-hrs. 

NA 

73,896# 

NA 

CRUDE-OIL  REFINING  (9/2)  thous.  of  bbl./day 

NA 

14,183# 

NA 

COAL  (8/26)  thous.  of  net  tons 

20,317# 

19,873 

-3.3 

PAPERBOARD  (8/26)  ttious.  of  tons 

890. 4« 

879. 7r 

-0.8 

PAPER  (8/26)  thous.  of  tons 

851. 0# 

833. Or 

0.2 

LUMBER  (8/26)  millions  of  ft. 

465. 9# 

452.1 

-2.4 

RAIL  FREIGHT  (8/26)  billions  of  ton-miles 

25, 0# 

24.4 

2.5 

Sources:  American  Iron  &  Steel  Institute.   Ward's  Automotive  Reports.  Edison 
Institute.  American  Petroleum  Institute,  Energy  Dept  ,  American  Forest  &  Paper 
Association.  WWPA'.  SFPA".  Association  of  American  Railroads 

Electric 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
7.  CHG 

GOLD  (9/6)  $/troy  02. 

380.050 

381.650 

-1.7 

STEEL  SCRAP  (9/5)  #1  heavy,  $/ton 

146.50 

146.50 

8.9 

COPPER  (9/1)  e/ib. 

137.3 

142.5 

15.3 

ALUMINUM  (9/1)  m. 

85.5 

88.0 

15.5 

COTTON  (9/1)  strict  low  middling  1-1/15  in.,  g/lb.     90.55  89.77 


OIL  (9/5)  $/bbl. 


18.51 


17.92 


27.0 
4.0 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals  Week.  Memphis 
market,  NYMEX 


FOREIGN  EXCHANGE 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (9/6) 

98.74 

98.80 

99.45 

GERMAN  MARK  (9/6) 

1.48 

1.48 

1.56 

BRITISH  POUND  9/6) 

1.55 

1.54 

1.54 

FRENCH  FRANC  (9/6) 

5.09 

5.07 

5.34 

ITALIAN  LIRA  (9/6) 

1621.5 

1626.4 

1588.5 

CANADIAN  DOLLAR  (9/6) 

1.34 

1.34 

1.37 

MEXICAN  PESO  (9/6)' 

6.240 

6.298 

3.396 

Sources:  Major  New  York  banks.  Currencies  expressed 
except  for  British  pound  m  dollars 


units  per  U  S  dollar 


ta  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
it.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


iER  PRICE  INDEX 

Sept.  12,  8:30  a.m.  ►  Producer 
f  finished  goods  probably  rose  by 

August,  says  the  median  forecast 
jmists  surveyed  by  mms  Internation- 
Df  the  McGraw-Hill  Cos.  If  so,  that 
e  the  first  increase  m  prices  since 
roducer  prices  were  unchanged  in 
eluding  the  volatile  food  and  energy 

prices  likely  rose  0.2%  in  August, 
e  as  in  July. 

MER  PRICE  INDEX 

day,  Sept.  13,  8:30  a.m.  ►  Con- 
irices  for  all  items  and  prices, 
ig  food  and  energy,  likely  increased 
1  August,  says  the  mms  survey.  Both 


the  total  price  index  and  the  core  rate  rose 
by  0.2%  in  July.  Weak  apparel  prices  and 
cuts  in  car  prices  because  of  dealer  incen- 
tives probably  offset  gams  in  prices  of  other 
goods  and  services.  Consumer  inflation 
remains  on  track  to  rise  about  3%  in  1995, 
the  same  mild  pace  as  in  1994. 

RETAIL  SALES 

Thursday,  Sept.  14,  8:30  a.m.  ►  Retail 
sales  probably  rose  a  modest  0.3%  in 
August,  after  falling  0.1%  in  July.  Motor- 
vehicle  purchases  were  strong,  thanks  to 
rebates  and  other  incentives,  but  many 
major  retail  chains  reported  weak  sales. 
That's  partly  because  the  warm  weather 
deterred  people  from  buying  cool-weather, 


back-to-school  clothing.  Excluding  cars, 
retail  sales  probably  rose  by  0.2%  in 
August,  on  top  of  a  0.2%  gain  in  July. 

INDUSTRIAL  PRODUCTION 

Friday,  Sept.  15,  9:15  a.m.  ►  Output  at 
the  nation's  factories,  mines,  and  utilities 
probably  rose  0.4%  in  August,  forecasts  the 
MMS  report.  That's  suggested  by  the  small 
gain  in  factory  jobs  and  the  increase  in  the 
workweek,  including  overtime.  In  July, 
industrial  production  rose  0.1%  as  the  heat 
wave  pushed  up  utility  use  by  3.6%.  Facto- 
ry output  fell  0.2%  in  July,  led  by  a  steep 
decline  in  auto  production.  Operating  rates 
for  all  industry  likely  inched  up  to  83.6% 
last  month,  from  83.4%  in  July. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week 


Sunday 

Talk  about  this  week's  Cover 
Story  with  BW's  John  Byrne 
and  Jack  Stack  of  Springfield 
ReManufacturing— one  of  the 
companies  that  do  their  job 
so  well  other  managers  flock 
to  visit  and  learn.  Sept.  10 
9  p.m.  EOT  in  the  Globe 

Monday 

Windows  95  vs.  the  Mac;Join 
a  debate  between  authors 
Dan  Gookin  {Real  Life  Win- 
dows 95)  and  Bob  LeVitus 
[Macintosh  System  7.5  for 
Dummies),  plus  Steve  Wild- 
strom  of  BW's  Technology  & 
You.  Sept.  11 

8  p.m.  EOT  in  the  Cohseum 

Wednesday 

Taking  the  "open"  out  of 
heart  surgery:  Heartport's 
revolution  in  bypass 
procedures.  Sept.  13 

9  p.m.  EOT  in  the  Cohseum 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event 

A 

A  M  E  R>LC  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Kohn,  Pedersen,  Fox  168E2 
Korean  Airlines  70E8 
Kort  Salmon  Associates  47 
Kwasha  Lipton  92 


Acei  America  26 
ACT  Networks  98 
Aetna  Lite  (AET)  137 
Atfymax  116 
Airtel  122 

Alcatel  Alsttiom  98,114 
Alexanrter  Hamilton  Life  137 
Allianz  60 

Allstate  Insurance  (ALL)  122 
AM  Best  137 

Alternative  Public  Sctiools  54 
American  Airlines  (AMR)  92 
American  Express  (AXP)  56 
Amencan  General  (AGO  137 
Antieuser-Busch  (BUD)  134 
AnnTaylor  (ANN)  47,  84 
Aris  Isotoner  (SLE)  144 
ArQule  116 

AT&T(D  6,42,98,114,122 

AT&T  Bell  Laboratones  {D  12 
ATK  6 

AutoPacitic  71 
Avedis  Zild|ian  144 

B 


Dell  Computer  (DELL)  26,122 
Delta  Air  Lines  (DAL)  122 
Deutsche  Bank  60 
Deutsche  Telekom  70E2 
Digital  Equipment  (DEC)  122 
DSM  80 

Dutf  &  Phelps  (DUE)  137 
E 


Eastman  Kodak  (EK)  56,59,122,155 

Eddie  Bauer  12 

EDS  Management  Consulting  98 

Ell  Lilly  (ILY)  116 

Emmett  A  Larltin  142 

Endesa  70E10 

Enersis  70E10 

Entel  98 

Entergy  70E10 

EPIC-MRA  59 

Epson  68 

Ernst  &  Young  140 

Euro  Disney  (DIS)  64 


Lands' End  (LE)  122 
Latham  &  Watkins  98 
Lehman  Brothers  (LEH)  45 
Lincoln  Electric  (LIED  122 
Little  Tikes  80 

Lotus  Development  (LOTS)  56 
Louisville  Plate  Glass  150 
Lyonnaise  des  Eaux  60 

M 


Banc  One (ONE)  146 
Bank  ol  Boston  (BKB)  50 
Bank  South  (BKSO)  50 
Banque  Indosuez  60 
Banque  Nationale  de  Pans  60 
Banque  Pallas-Stern  64 
Banng  Securities  70E2 
Barneys  New  Yorlt  84 
Bechtel  70E10 
Bee  &  Associates  70E2 
Bell  Atlantic  (BEL)  98 
Bell  Canada  98 
BellSouth  (BLS)  98, 122 
BMW  122 
Boeing  (BA)  155 
Bose  155 

Boston  Consulting  Group  122, 137 
Bridgestone/Fireslone  150 
Brihsh  Airways  122 
Bribsh  Gas  (BRG)  70E10 
Bntish  Telecom  60,98,102 
Browning-Ferns  (BED  122 
Business  Wire  26 


Earrar  Straus  &  Giroux  6 
FastShip  Atlantic  155 
Federal  Express  (EDX)  122 
Federated  Department  Stores  (ED)  47 
Fiat  (FIA)  60 

Fidelity  investments  122, 137 
Fidelity  Management  &  Research  71 
Fieldcrest  Cannon  (FED)  56 
Finanza  &  futura  Holding  60 
First  Chicago  (FNB)  50 
First  Interstate  (I)  146 
Fisher-Price  80 
Ford(F)  42,66,71,122 
Foster  Higgins  12 
Fownes  Brothers  144 
France  Telecom  98 
Frito-Lay  (PEP)  122 
Fu|i  Photo  Film  59 


Mahindra  &  Mahindra  66 
Manco  80 

Marion  Merrell  Dow  (MKC)  116 
Marshall  Field  (DH)  47 
Marz  Group  60 

Massachusetts  Mutual  Life  137 
Mattel  (IVIAT)  80 
May  Department  Stores  (MA)  47 
Mazda  66 

McDonald's  (MCD)  45 
McDonnell  Douglas  (MD)  12,122 
McGraw-Hill  (MHPI  175 
MCI(WICIC)  6.42,98,122 
Mediobanca  60 
Merck  (MRK)  116 
(Vlei\/yn's  84 
Metallgesellschaft  50 
Metropolitan  Life  137 
Meyer  Wertt  155 

Microsoft  (MSFT)  12,17,56,68,122 
Mitsubishi  71 

MMS  International  (MHP)  175 

(VlobiKMOB)  80, 122 

Monterey  Bay  Kayaks  166 

Moral!  Towing  8.  Transportation  1SE4 

Morgan  Stanley  (MS)  137 

Motorola  (MOT)  98, 122 

Muriel  Siebert  142 

N 


Cablevision  (CVC)  56 

Cambridge  Human  Resource  Group  8 

Campbell  Soup  (CPB)  122 

Canon (CANNY)  26 

CANTV  98 

Carex  80 

Change  Lab  International  122 
Charoen  Pokphand  102 
Chase  Manhattan  (CMB)  50,137, 
146 

Checkpoint  Systems  140 
Chemical  Banking  (CHL)  50,146 
Chiron  (CHIR)  116 
Chrysler  (C)  50,66 
Cirrus  Design  119 
Citicorp  (CCD  122 
CJ  Lawrence/Deutsche  Bank 
Securities  34 
Club  Car  52 

Columbia/HCA  Healthcare  (COL)  146 
CombiChem  116 
Compagnie  de  Suez  60 
Compagnie  Financiere  de  Paribas  60 
64 

Compaq  (CPQ)  26, 68 
Computer  King  12 
Connecticut  Mutual  Life  137 
Continental  Airlines  (CAI  A)  6 
Cowen  116 
CSC  Consulting  122 
CSX  (CSX)  42 

Cypress  Semiconductor  (CY)  42 


Gap (GPS)  47,  84 
Gateway  2000  (GATE)  34 
GE  Capital  Services  (GE)  137 
Gel  Sciences  119 
Gemma  60 

General  Electric  (GE)  92,122,155 
General  Motors  (GM)  66,122 
Glaxo  (GLJ()  48,116 
Global  Privatization  Fund  (GPF)  70E2 
Goodyear (GT)  80 
Green  Street  Advisors  84 
Greenwich  Associates  70E2 
GTE (GTE)  98, 122 
Guzman  142 


Nations  Air  Express  6 
NationsBank  (NB)  50,146 
Nat)«est  Securities  (NW)  47 
Navigation  Mixte  60 
NEC  98,119 
Neiman-Marcus  47 
Network  Dynamics  98 
New  England  Consulting  Group  48 
New  England  Mutual  Life  137 
New  York  Gianls  56 
Nike(NKE)  56 
Nintendo  56 

Nippon  Telegraph  &  Telephone  98 

Nissan  71 

Nisshinbo  71 

Nordstrom  (NOBE)  47 

Northern  Telecom  98 

Norwest(NOB)  146 

Nova  70E10 

Novell  (NOVL)  56 

NPD  Group  47 

Nynex(NYN)  98,102,122 


HCM  Investments  142 
Hewlett-Packard  (HWP)  26, 68, 92, 
122, 166 
H  J  t*ers  146 
Honda  (HMO  71 
Humana  (HUM)  137 
Hyundai  16E4 

I 


Oppenheimer  Capital  142 
Oracle  Systems  (ORCL)  166 
OrNda(ORNO)  146 


Qualcomm  (QCMM)  12 
R 


RJR  Nabisco  (RN)  17 
Roadway  Logistics  Systems  122 
Roto-Rooter  (ROTO)  122 
R.R  Donnelley  (DNY)  122 
Rubbermaid  (RBD)  80 


IBM  (IBM)  17,50,56,68,70,84,122 
Intel  (INTO  26, 122 
International  Generating  70E10 
InterSec  Research  70E2 
Interstate/Johnson  Lane  (IS)  50 
Isis  Pharmaceuticals  116 
Israel  Aircraft  Industries  70 


J  C.  Penney  (ICP)  122 
LP  Morgan  (JPM)  84.137 
Jefferson-Pilot  Life  UP)  137 
Jiangling  Motors  66 
) M  Huber  92 

Johnson  &  Johnson-Merck  48 
Johnsonuille  Foods  122 
Jones  Intercable  UOIN)  56 
J  Walter  Thompson  52 

K 


Kemper  Securities  (KEM) 
Kmart  (KM)  52 
Knogo  140 


Saks  Fifth  Avenue  47, 84 
Samsung  98 
Sanford  C,  Bernstein  47 
Sara  Lee (SLE)  144 
Sea-Land  155 
Sears (S)  47 
Selectide  116 

Sensormatic  Electronics  140 
Shape  71 
Siemens  98. 122 
Silicon  Graphics  (SGI)  166 
Singapore  Telecom  98 
Skidmore  Owings  &  Memll  1681 
Smith  Barney  137 
SmithKline  Beecham  (SBH)  48, 
SNET  Multi-Media  (SNG)  134 
Song  Cong  Diesel  66 
SonyfSNE)  84 
Southern  (SO)  70E10 
Southwest  Airlines  (LUV)  92 
SpencerStuart  52 
Sphinx  Pharmaceuticals  118 
Spiegel  (SPGLA)  12,84 
Sports  Court  84 

Sports  Marketing  Group  56  j.., 
Springfield  ReManufacturing  1! 
Sprint  (FON)  6, 42, 98  ''" 
State  Street  Global  Advisors  14i 
STET  98 

SunTrust  Banks  (STI)  50 
Suzuki  71 
Swiss  Bank  56 


Target  Stores  (DH)  47 
Telebras  98 
Telecom  Argentina  98 
TelecomAsia  98, 102 
Teledyne  Continental  IVIotors 
Telefonica  de  Espaha  98 
Telekom  Malaysia  98 
Telex  Chile  98 
Telkom  South  Africa  114 
Telstra  98 

Tenet  Healthcare  aHC)  146 

Tenneco  aGT)  70E10, 92 

TON  70E10 

The  Limited  (LTD)  47 

Thermolase  (TLZ)  146 

3M(ftfiMM)  122,155 

Thrifty  PayLess  52 

Time  Warner  Cable  (TWX)  56 

Tinsley  Foods  12 

Titleist  &  Foot-Joy  Worldwide  1 

Towers  Perrln  137 

Toy  Liquidators  84 

Toyota  aOYOY)  66,71 

Tracinda  50 

Transmit  134 

Tucker  Housewares  80 

U 


Pacific  Gas  &  Electric  (PCG)  70E10 

Packard  Bell  26 

Palomar  Medical  Technologies 

(PMTI)  146 
Patagonia  122 
Peco  Energy  56 
Perkins  &WI1  168E2 
Perot  Systems  56 
Petersburg  Long  Distance  70E2 
Petroleum  Finance  70E10 
Pfizer  (PEE)  116 
Pharmacopeia  116 
Phillips-Van  Heusen  (PVH)  84 
Phoenix  Home  Life  Mutual 

Insurance  137 
Pinault  Printemps  64 
Pirelli  60 

Playtex  Apparel  (SLE)  144 
PP&L  Resources  (PPL)  56 
Prime  Retail  (PRIME)  84 
Procter  S  Gamble  (PO  122 
Productivity  122 
PT  Telkom  98 
Publishers  Warehouse  84 
Pyramid  Research  98 


Unmet  114 

Union  Pacific  (UNP)  122 
USAA  122 
USAir  (U)  56 
USWest(USW)  56,98 


Varian  Associates  59 
VIDA  Technologies  119 
Visa  56 
Vodacom  114 
Volvo  155 

W 


Wachovia  (WB)  50 
Wal-Mart  (WIWD  12,80,122 
Walt  Disney  (DIS)  12,122,13^ 
Warner-Lambert  (WLA)  48 
Wells  Fargo  (WFO  146 
Western  Select  Securities  142 
Wordworks  6 
WRLazard  142 
WSLiVlarketing  84 


Xerox  (XRX)  122 


A  M  t  lyi^'- 


Daimler  Benz  (DAI)  60 
Dallas  Cowboys  56 
Dataquesi  34 
Dayton  Hudson  (DH)  47 
Dean  Witter  80 
Del  Monte  150 

^^^^^^^^^^^^^^^^^^^^^^^^ 


estment  Figures  of  the  Week 


rARV 

erest-rate  cut  in  the  off- 
ers are  betting  the  signs 
ness  in  the  economy  will 
Federal  Reserve  to  low- 
er this  month — a  big 
icks.  The  Dow  industri- 
above  4683  on  Sept,  6, 
level  in  nearly  four 
the  most  dramatic  ac- 
the  broader  indexes; 
lO,  the  S&P  MidCap  400, 
ssell  2000  all  made  new 
ed  in  large  part  by  re- 
ngth  in  technology 


STOCKS 

Sept.  Mar. 


Aug.  31 -Sept.  6 


BONDS 

Sept.  Mar. 


Sept.    Aug.  31 -Sept.  6 


THE  DOLLAR 

Sept.  Mar. 


Sept.    Aug.  30-Sept.  6 


.  570  1  7  1475 


1525.71  100 


1-week  change 
+  1.6% 


52-week  change               1  -week  change 

52-week  change 

1-week  change 

+  10.4%  +1.2% 

-2.0% 

+0.1% 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.48% 

5.44% 

4.65% 

30-YEAR  TREASURY  BOND  YIELD 

6.59% 

6.69% 

7.56% 

S&P  500  DIVIDEND  YIELD 

2.37% 

2.40% 

2.70% 

S&P  500  PRICE/EARNINGS  RATIO 

16.4 

16.2 

18.7 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

508.8 

506.7 

Positive 

Stocks  above  200-day  moving  average 

76.0% 

74.0% 

Negative 

Speculative  sentiment:  Put/call  ratio 

0.53 

0.60  r 

Negative 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.35 

2.39 

Neutral 

ET  ANALYSIS 


KS 


Latest 


%  change 
Week  52-week 


INDUSTRIALS  4683.8 

IMPANIES  (S&P  MidCap  Index)  215.4 

PANIES  (Russell  2000)  310.6 

NIES  (Russell  3000)  329.4 

STOCKS  Latest 


1.7  20.5 

2.8  21.7 
2.4  20.9 

1.9  21.6 

Vo  change  (local  currency) 
Week  S2-week 


NANCIAL  TIMES  100) 
KEI  INDEX) 
SE  COMPOSITE) 


3557.7 
17,620.4 
4572.1 


1.5 
-2.0 
0.9 


11.0 
-12.0 
5.4 


TRY  GROUPS 


TH  LEADERS 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 
1-month  12-month 


Strongest  stock  in  group 


%  change 
1-month  12-month 


Price 


NICATIONS  EQUIPMENT 

11.7 

68.9 

CISCO  SYSTEMS 

25.6 

174.6 

68 '4 

GAS  DRILLING 

10.2 

10.7 

ROWAN 

17.5 

11.7 

8^4 

CARE  SERVICES 

9.9 

31.3 

AMGEN 

16.9 

80.8 

48'/8 

AL  LOANS 

9.9 

36.5 

HOUSEHOLD  INTERNATIONAL 

10.4 

46.0 

57 '4 

BILES 

8.6 

6.9 

CHRYSLER 

15.1 

17.8 

57 '4 

TH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

MNMENT 

JCS  ]  ] 

LTY  APPAREL  RETAILERS 
IFIED  CHEMICALS 


-4.2 
-4.1 
-3.8 
-3.5 
-3.1 


_22._3 
17 .7 

-16.0 
20.4 
15.2 


KING  WORLD  PRODUCTIONS 
INTL.  FLAVORS  &  FRAGRANCES 
THE  LIMITED 

ENGELHARD  

BROWN  GROUP 


-83 
_-6A 
-31.5 


__1._3_ 
12.3 
-9.5 
_5_4._2 
-53.7 


_38V8 
47'4 
19 '4 
'2'7'4' 
'l7%' 


FUNDS 


MORNINGSIAR  INC 


total  return 


% 


Y  SELECT  HOME  FINANCE  9.5 
<G  PINCUS  JAPAN  OTC  9.3 
AN  OCEANOGRAPHIC  TECHNOLOGY  7.2 

otal  return  % 

AN  COMMUNICATIONS  &  INFORM.  A  93.2 

Y  SELECT  ELECTRONICS  92.0 
SMALLER  COMPANIES  A  86.2 


LAGGARDS 
Four-week  total  return 


S&P  500 


% 


WRIGHT  EQUIFUND-SPAIN  -6.4 
AMERICAN  HERITAGE  -5.8 
ROBERTSON  STEPHENS  DEVELOP.  COUNTRIES  -5.7 

52-week  total  return  % 

WRIGHT  EQUIFUND-MEXICO  -47.6 
BT  INVESTMENT  LATIN  AMERICAN  EQUITY  -36.6 
HERCULES  LATIN  AMERICAN  VALUE  -35  2 


4-week  total  return 


iiv.^ivr^  Average  fund 
52-week  total  return 


1 


riVE  PORTFOLIOS 


)unts  represent  the 
ilue  of  $10,000 
ne  year  ago 
)rtfollo 

les  indicate 
otal  returns 


DRI/McGRAW-HILL 


U.S.  stocks 

$12,415 

-^1.81% 


Treasury  bonds 

$12,045 

+  1.92% 


Foreign  stocks 
$10,949 

0.00% 


nil 


Money  market  fund 

$10,536 

-1-0.12% 


Gold 

$9,898 

-0.94% 


nis  page  are  as  of  market  close  Wednesday,  Sept.  6,  1995,  unless  otherwise  indicated.  ket  close  Sept.  5.  Mutual  fund  returns  are  as  of  Sept.  1.  Relative  portfolios  are  valued  as  of  Sept. 
ups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  mar-      5.  A  more  detailed  explanation  of  tfiis  page  is  available  on  request.  r=revised  NA=Not  available 


Editorials  ■  '  '  I 


STAND  AND  DELIVER,  CONGRESS 


Its  cninch  time  in  Washington.  Congress  is  back,  but  can  it 
perform?  Inside-the-beltway  pundits  wonder  if  a  "train 
wi'eck"  between  Democrats  and  Republicans  over  the  budget 
will  bring  the  nation  to  a  financial  halt.  A  far  more  important 
question  is  whether  politicians  of  both  stripes  realize  this 
may  be  their  last  chance  to  convince  the  public  that  the  cur- 
rent two-party  political  system  is  worth  saving  at  all. 

Disenchantment  with  the  November  GOP  "revolution"  al- 
ready has  set  in.  Congress'  approval  ratings  are  way  down, 
even  below  President  Clinton's.  In  the  heartland,  people  are 
beginning  to  ask  what's  really  so  different  about  Washington. 
Politicians  continue  to  gorge  on  PAC  money,  lobbyists  write 
their  own  legislation,  political  parties  pander  to  extremists, 
and  parochial  legislators  favor  powerful  local  gi'oups  to  get  re- 
elected. General  CoHn  L.  Powell's  nonpartisan  popularity  is  in- 
versely related  to  the  countiy's  political  cynicism. 

It's  not  too  late.  Start  with  the  budget.  The  conservative 
radicals  promised  to  kill  entire  government  programs  but 
then  wimped  out  under  pressure.  Even  after  they  are 
trimmed,  fanners  and  ranchers  still  have  their  subsidies  and 
the  Appalachian  Regional  Commission  still  gets  to  build  fa- 
cilities at  ski  resorts.  Government  entitlement  programs,  like 
zombies,  rise  from  the  dead.  There's  still  time  to  do  the 
right  thing. 

Ditto  for  Medicare.  Much  of  the  go?  balanced  budget  is 
based  on  cutbacks  in  this  program.  But  right  now.  Republicans 
are  pretending  that  they  can  cut  $270  billion  by  giving  every 
senior  a  choice:  fee  for  service,  vouchers,  hmos.  Impossible.  In- 
stead of  taking  the  hard  political  decision  to  shift  Medicare  re- 
cipients into  managed-care  progi'ams,  they  are  fudging  the 
facts.  The  whole  country  is  moving  toward  managed  care. 
Congress  should  seize  the  moment  and  get  it  done  now. 


Congress  looks  better  when  it  comes  to  tax  cuts.  | 
amount  of  cuts,  about  $250  billion,  is  substantial,  and  a  c!; 
tal-gains  tax  cut,  expanded  iras,  and  family  tax  relief! 
right  on  a  pro-gi"owth  track.  But  proposing  to  give  a  ci 
credit  to  families  with  $200,000  in  income  and  penalize' 
working  poor  by  chopping  the  Earned  Income  Tax  Credj 
simply  the  crassest  kind  of  class  waifare.  It  should  be  stoj| 
now  in  conference.  i 

Then  there  is  regiilatory  relief.  Pruning  thickets  of  busirji 
regulation  and  tort  reform  to  limit  corporate  Uability  an^ 
tal  to  the  futm-e  health  of  the  economy.  Yet  once  again,  et 
mist  efforts  to  eliminate  all  government  health-and-sa'' 
and  environmental  regulations  feed  public  cynicism  that ; 
iticians  don't  care  foi'  ordinary  citizens,  just  powerful  con! 
uencies.  Regulatory  reform  must  be  accomplished,  | 
thoughtfully.  Only  anarchists  believe  in  no  government.  |' 

There  is  still  a  chance  for  the  Repubhcan  Revolution  ijj 
a  capital  "R"  to  come  off.  The  GOP  deserves  kudos  for  mo'i: 
beyond  the  rhetoric  of  change  and  actually  trying  to  fon 
through  the  bureaucratic  morass  that  is  Washington. 

But  the  political  sleaze  factor  gripping  the  governn 
for  the  past  30  years  remains,  and  the  nation's  citizt, 
want  an  end  to  it.  Fifteen  of  the  top  20  fund-raisers  in  (|i 
gress  are  fi*eshmen  Republicans,  gobbling  up  campaign  eo:!: 
butions  from  vested  interests.  These  same  Republicans  foi 
against  eliminating  federal  subsidies  and  progi-ams  to  pre 
their  own  local  interests.  It's  business  as  usual  for  them 

Washington  should  take  note.  If  it  doesn't  deliver! 
goods  this  time,  the  system  could  easily  fragment.  An  if 
pendent  challenge  and  third  parties  have  a  certain  romap 
but  there's  no  way  that  fragmentation  will  end  giidlockii 
ware  of  three  parties,  or  four,  or. . . 


ECONOMIC  NATIONALISM:  DISASTER  AHEAD 


When  Pat  Buchanan  and  Jesse  Jackson  begin  to  sound 
Uke  identical  twins,  it's  time  to  listen.  Despite  their  po- 
sitions at  the  exti'eme  wings  of  the  Republican  and  Democrat- 
ic parties,  both  men  are  voicing  an  economic  nationalism 
that  is  increasingly  crossing  political  boundaries.  It  is  a  mes- 
sage of  populism  and  nationalism  that  is  posited  against 
the  dominant  economic  ideology  of  globalism.  Listen  more 
closely  to  the  I'hetoric,  and  you'll  detect  a  distinctly  anticoi^^o- 
rate  bias. 

To  both  the  far  right  and  far  left,  the  main  issue  is  who 
benefits?  Wlio  is  benefitting  fi'om  the  expansion  of  market  cap- 
italism throughout  Europe,  Asia,  and  Latin  America?  It  is  a 
serious  question  and  Corporate  America  can't  simply  dis- 
miss it  by  chanting  the  mantra  of  free  trade.  Profits  ai'e 
performing  too  well  and  wages  too  poorly  to  get  away  with 
that  politically  for  veiy  long. 


The  simple  solution  for  economic  nationalists  is  pr(,i 
tionism:  Raise  tariffs,  impose  quotas,  prevent  corpora^ 
from  moving  capital  and  jobs  overeeas,  and  cancel  treaties* 
NAFTA.  In  tliis  way,  they  believe,  the  U.  S.  would  lock  the  ' 
efits  of  its  economic  growth  inside  its  borders. 

We  believe  that  this  kind  of  behavior  would  immedi;  i 
lead  to  a  global  ti-ade  war  and  economic  depression.  The  .i 
tion  to  stagnant  wages  is  to  improve  the  skills  of  the  j' 
workforce.  It  is  not  fashionable  these  days  to  talk  aboutS 
socioeconomic  responsibilities  of  the  corporation.  But  in  ar£ 
when  private  institutions  increasingly  ai'e  being  called  (t 
do  well  the  things  that  government  has  done  pooriy,  cori"' 
tions  should  not  try  to  escape  their  responsibility  forh 
development  of  the  nation's  human  capital.  It  is  in  their  H 
term  economic  self-interest.  It  is  in  their  long-ter-m  poli'-i 
self-inter-est.  And  it  is  their  civic  duty. 
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Don  Vinegar  doesn't  have  to  paint  that  smile  on  -  it's  all  his. 
He  earned  it  by  getting  through  a  bout  with  cancer,  not  the 
kind  of  thing  that  usually  leaves  people  whooping  it  up.  But 
Don  has  left  the  problem  so  far  behind,  so  completeiv  behind, 
that  he  can  only  feel  a  little  delirious. 

is  smiling  on  the  iaside  too. 

For  one  thing,  his  Hnances  are  fine,  hi  plain  language,  AFLAC 
insurance  helped  stop  his  money  from  flowing  out  of  his 
pocket  through  the  holes  in  his  health  coverage.  (What  Don 
discovered  is  that  AFLAC,  being  experts  in  this  sort  of  thing, 
really  made  a  difference.)  He's  fine.  Life  is  hne. 

So  here  you  see  Don.  happv,  healthy  and  oxer  it.  Hallelujah! 

AFLAC  is  #/  in  Pavroll  Marketing  with  more  than  100,000  payroll 
accounts  in  the  U.S.  For  information  on  this  simple,  cost  effective 
way  to  strengthen  your  emploNce  health  plan,  please  call  toll-free: 
1-800-99-AFLAC  (1-800-992-3522). 


Don  Vinegar 


Afmc 


AFLAC  Incorporated  is  a  Fortune  500  company. 


Insuring  Over  38 Million 
People  Worldwide 
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time  doing  what  you  do  best. 

ceel,  glass  or  brick.  We  see  it 

outsourcing.  Whereby  you  contract  an 

As  the  experienced  leader,  we 

building  environment. 

outside  company  to  perform  everyday 

realize  that  any  building  can  become 

at  means  comfortable  indoor 

services  that  are  quite  separate  from 

more  comfortable  and  productive. 

"Lires.  Great  lighting  and 

your  core  business. 
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the  ideal  building  environment. 
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dramatic.  And,  ultimately,  outsourcing 
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as  Gold.  Only  CONSIDERABLY 
more  AFFORDABLE. 

The   car   that's   won   numerous   A  C"  C!  O  L  A  D  1'.  S   and   the   lovaltv   of  thousand 
is   now   EASY   to   o  w  n  .    Be  e  a  u  s  e   \s  i  t  h  the 


Camry  36-M.o.  Lease* 


Toyota  C:AMRV  lease,  you   can   get   a  NIC:  ELY  EQUIPPED 
a  m  r  y  DX   starting  at   only  S2  2  9  a  month. 

With   its   SOPH  I  S  riC:  ATED   safety  systems, 


Features  Include: 
CFC-free  air  conditioning 
Ibwer  windows,  door  locks,  mirrors 
Deluxe  AM/FM  4-spea]{er  stereo/Cassette 
4-speed  automatic  transmission 
Cruise  control 


p  o  \\  (•  r  1  LI  I   engine   and   a   host   of  EL'Xl'l\\'  features, 
C  a  m  r  y   truly   is   t  h  e   Cj  (J  L>  1)   s  t  a  n  d  a  r  d   o  f  s  e  d  a  n  s  .  And 
this   LOW   monthly   PAYME.  XT,   novv's   the   time   to  get 
into  an   AFEORDABLE  Chimry.   Call    1  -  f!  (I  (I  -  G  O  -  1"  O  Y  O  P  A 
f  o  r  a   B  R  O  C;  H  II  R  E  a  n  d   1  o  c  a  t  i  o  n   o  f  y  o  u  r  N  E  A  R  E  S  'P  I)  E  A  I .  E  R  . 
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At  38,  Saudi  Prince  Alwaleed  is  one  of  the  world's  most 
owerful  investors-with  big  stakes  in  Citicorp,  Euro  Disney, 
Four  Seasons  Hotels,  The  Plaza,  and  Saks.  Canary  Wharf 
may  be  next.  His  empire:  $10  billion-and  growing. 

An  EXCLUSIVE  look  at  how  he 
operates  by  john  rossant 
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Introducinc 
It's  More  Machini 


I  EXTENSi^ 
ORThE  Nf)NEY 


e/tensa 

e/tENSA  450 

•  Weight:  5.0  lbs. 

•  DX4/75  processor 

•  10.4"  Dual  Scan  or 
9.4"  Active  Matrix 
(TFT)  display 

•  4MB  RAM, 
upgradeable  to  32MB 

•  Serial  infrared  port 

e/tensasso 

•  Pentium  75MHz 

•  10.4"  Dual  Scan 
display 

•  8MB  RAM, 
upgradeable  to  40MB 

•  Serial  infrared  port 

e/tENSA  550CD 

•  Pentium  75MHz 

•  Integrated  CD-ROM 
and  16-bit  sound 

•  10.4"  Active  Matrix 
(TFT)  or  10.4"  Dual 
Scan  display 

•  8MB  RAM, 
upgradeable  to  40MB 

•  SerifJ  infrared  port 


Toda\',  the  pressure  is  on  you  to  do 
something  e.xtraordinarv-  To  squeeze  out 
more  productivity  than  ever  belore  from  the 
same  2h  hour  day. 

That  's  why  we  made  Extensa',' the  new 
hue  ot  altordable  portable  computers. 

The  new  TI  Extensa  ^50  is  the  most 
extraordinary  combination  ol  hght  weight, 
power,  and  aftordabihty. 

The  new  TI  Extensa  550  gives  you  the 
power  oi  a  Pentium  proces- 
sor for  the  price  of  a  ASb. 

And  the  new  TI  Extensa 
55()C[)  multimedia  portable 
computer  gn  es  \'ou  CD-ROM 
and  plent\'  of  Pentium  technol- 
og\'  to  en)oy  it.  In  fact,  at  its  price  the  onl\'  thing 
this  powerhouse  doesn  t  have  is  competition. 

So  now  you  can  start  working  faster, 
start  working  better,  start  expanding  your 
capabilities,  start  extending  the  power  of  a 
Pentium  processor,  start  using  multimedia 
antl,  most  important  of  all,  start  making  your 
money  work  harder. 

In  short,  \'ou  can  start  doing  e.xtraordi- 
uiuy  things.  And  it  all  starts  with  a  phone  call. 
1-800-TI-TEXAS.  E-mail:  2ti(S'msg.ti.com. 
Internet:  (www.ti.com). 

Texas 
Instruments 


Guy^  who  shine  shoes 
aren't  happy  about  it. 


Guys  who  wear  shoes  are. 

Chances  are  you'll  think  a  leather  business  shoe 
that's  completely  maintenance  free  is  good  news, 
because  it's  waterproof,  stainproof  and  never  needs 
polishing.  It's  made  with  a  specially  treated  leather 
that  could  only  be  created  by  Florsheim.  With  all 
the  extra  podding  and  cushioning  of  Comfortech 
you're  sure  to  love  these  maintenance- free  shoes, 
unless,  of  course,  you  shine  shoes  for  a  living.  For 
a  location  near  you,  call  (800)  466-3500. 
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THE  PRINCE 

He's  like  a  Wan-en  Buffett  on  a  world 
prowl.  Indeed,  Saudi  value  investor 
Alwaleed  has  much  more  in  common 
with  the  Sage  of  Omaha  than  with  the 
glitzy  petro-sheikhs  of  the  '70s  and 
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high-profile  assets 
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Bank  analysts 
expect  the  pay 
l)ackage  to  use 
each  bank's 
hest  features: 
Chemical's  sala- 
ry is  higher 
($40,000  yearly, 
vs.  $25,000), 
and  Chase  has 
the  richer  annual  stock  award 
(500  shares,  vs.  200).  Why 
such  a  big  board?  "It  will  be 
a  larger  institution."  says  a 
Chemical  spokesman,  "and  we 
will  need  them." 

Not  all  agree.  "This  is  un- 
wieldy." says  Alyssa  Machold, 
deputy  dii'ector  of  the  Council 
of  Institutional  Investors. 
"It's  hard  to  imagine  them 
coming  to  quick  decisions." 
Wall  Street  analysts  say  com- 
bining the  boards  was  easi- 
est politically.  Banks  tend  to 
have  large  boards.  By  the  In- 
vestor Responsibility  Re- 
search Center's  estimate,  big 
companies'  average  board  size 
is  12;  for  banks,  17.  Citicorp, 
for  now  the  largest  bank,  has 
17.  By  1997,  Chase-Chemical 
plans  to  shrink  its  board  size 
to  28  through  retire- 
ments. 


CORPORATE  SWEETS 

AN  EMBARRASSMENT 
OF  BANK  DIRECTORS 

WHEN  CHEMICAL  BANK  AND 

Chase  Manhattan  Bank  com- 
bine, 12,000  jobs  wiW  be  axed. 
But  the  banks'  directors  can't 
complain.  Outside  board 
members  from  both  banks 
will  have  spots.  Result:  The 
new  bank  will  have  36  direc- 
tors, becoming  the  second 
largest  board  in  Corporate 
America,  according  to  a  re- 
view of  proxies  by  the  Direc- 
torship research  gi'oup.  Se- 
curities firm  Bear  Stearns 
(37)  will  remain  No.  1. 

Officials  haven't  yet  figiu'ed 
out  what  to  pay  dii'ectors  of 
what  will  be  the  nation's  larg- 
est bank  (assets:  $297  billion). 


THE  LIST  1  STADIUM  SHOCK 


Pro  football  ticket  prices  shot  up  9.3%  this  season 
to  an  average  $33.39.  Worse,  the  prices  have  little 
to  do  w/ith  team  quality.  So  we  developed  a  Grid 
iron  Value  Index  that  relates  ticket  cost  with  eac 
team's  Vegas  Super  Bowl  odds.  The  value  leader 
is  last  season's  champ,  San  Francisco,  which 
boasts  Jerry  Rice.  The  worst  value  is  an  ex- 
pansion team,  the  Carolina  Panthers:  It's  0-2 
and  has  the  fifth-highest  ticket  price. 


REAL  DEAL: 

'JfBers'  Rice 


WHAT  YOUR  GAME  TICKET  BUYS 


PRlCt 

CRiniRON 
VALUE  INDEX- 

AVf, 
PRICt 

GRIDIRON 
VALUE  INDEX* 

SAN  FRANCISCO 

$39,75 

96.8 

HOUSTON 

$31.32 

4.2 

MIAMI 

32.56 

76.8 

WASHINGTON 

35.70 

3.7 

DALLAS 

38.25 

65.4 

ST.  LOUIS 

33.61 

2.9 

PinSBURGH 

30.71 

54.3 

JACKSONVILLE 

35.00 

0.6 

NEW  ENGLAND 

34.22 

41.7 

CAROLINA 

37.92 

0.5 

*  Ticket  price  divided  into  current  odds  of  winning  the  Super  Bowl 

DATA:  TEAM  MARKETING  REPORT.  LAS  VEGAS  HILTON  SUPERBOOK,  BUSINESS  WEEK 


TALK  SHOW  UTen  years  ago,  we  killed  off  their  ma.  Now, 
let's  finish  off  her  seven  little  bastards." 

—  Timothy  Price,  president  ofMCI's  long-distance  division, 
firing  up  the  sales  force  for  possible  competition  from  Baby  Bells 

POLITICS  AS  USUAL 

PACs:  WHAT  A  DIFFERENCE  A  SWEEP  MAKES 


REPUBLICANS   HAVE  LONG 

giiped  that  political  donations 
from  business  tilted  toward 
the  Democrats.  Since  the  GOP 
took  over  Congi'ess,  though, 
things  are  different.  The  Na- 
tional Republican  Congi'ession- 
al  Committee  reports  that  the 
richest  400  political  action 
committees  gave  over- 
whelmingly to 
GOP  House  can- 
didates  during  I'  i 
1995's  first 
half— $10.1  mil- 
lion, or  58%  of 
the  total. 

During  the 
1993-1994  elec- 
tion cycle,  the 
same  pacs  gave 
65%  of  their  money  to  House 
and  Senate  Democrats.  Last 
time,  the  American  Hospital 
Assn.  gave  two-thirds  of  its 
boodle  to  the  Dems.  Now, 
this  is  down  to  a  mere  20%. 
The  group  says  it's  unaware 
of  its  partisan  shift  and 
makes  donation  decisions  by 


individual  merit.  Says  Rp 
resentative  Bill  Paxon  (1 
N.  Y.),  NRCC  chairman,  of  tl 
PAC  switchers:  "They  fe 
they  had  to  give  their  mom 
to  the  Democrats,  but  no 
they've  been  liberated." 

While  such  longtime  Dcr 
backers  as  labor  have  sta\'i 


TOP  FIVE  PACs  GOING  REPUBLIC! 


POLITICAL                      SHARE  OF  MONEY  TO  GOP  CANI 
ACTION  COHMinEE                                1994-  1 

AMERICAN  HOSPITAL  ASSN. 

32.6 

AMERICAN  MEDICAL  ASSN. 

56.6 

UNITED  TRANSPORTATION  UNION 

3.6 

FEDERAL  EXPRESS 

30.4  i 

SEAFARERS'  INTERNATIONAL  UNION 

10.6  i 

•ENURE  1994  ELECTION  CYCLE,  TO  BOFH  SENATE  AND  HOUSE  CAN 
"FIRST  HALF  OF  1995.  TO  HOUSE  CANDIDATES 

DATA  NATIONAL  REPUBLICAN  CONGRESSIONAL  COMMITTEE 


true,  there  are  desertioi 
The  United  Ti-ansportati 
Union,  which  gave  little 
the  Republicans  before,  m 
sends  them  abnost  half  its  Is 
gesse.  Some  Republicans,  sa 
union  lobbyist  J.  M.  Bru 
kenhoefer,  "understand  o 
issues."     Maty  Beth  Regt 


SLUGFESTS 

FLIPPER.  COVER 
YOUR  EARS  

.TACQUES  COUSTEAU  IS  DIVINL; 

into  the  murky  waters  of  a 
nasty  family  feud.  The  famed 
oceanographer,  now  85, 
charges  that  his  son,  Jean- 
Michel,  is  cashing  in  on  the 
family  name  to 
promote  a  busi- 
ness venture — 
the  posh  new 
Cousteau  Fiji 
Islands  Resort. 
The  elder  Cou- 
steau filed  suit 

Sept.  4  in  Fiji   

to  force  Jean-Michel,  57,  to 
drop  the  family  name  from 
his  $o  million  resort  or  print 
a  disclaimei'  whei'ever  it  ap- 
pears on  stationery  oi'  pro- 
motional material.  Jacques 
claims  the  name  damages  liis 


THE  COUSTEAUS:  At  ivai 


reputation  and  that  of  t 
Cousteau  Society,  a  nonprc 
foundation.  Another  defe 
dant  is  one  of  Jean-Michf 
investors,  resort-owner  Pc 
Ranch,  whose  manager,  Lar 
Callahan,  says  Jacques  is  \ 
ing  "unfair." 

Cousteau  pere,  who  Lives 
Paris  and  has  just  complet 
a  documentary  about  Danu 
River  polluti( 
has  had  ston 
relations  wi 
his  son  i 
years,  frien 
say.  Jean-Mi( 
el,  recalhng  h 
he  has  work 
closely  with 
dad  on  past  documentary 
refuses  to  budge  on  the 
sort-name  issue.  He  says 
a  statement:  "I  am  proud 
be  a  Cousteau,  and  I  i 
proud  of  my  father's  acco 
pHshments."        Eric  Scht 
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♦    c  II  A  ['  r  V.  n   111:1'  \  H  r  i  c  i  p  a  t  i  o  n  ♦ 


Vith  Fidelity's  401  (k),  we  went  from  zero  to  90%  participation. 
The  other  10%  are  probably  hoping  to  hit  the  jackpot.' 


Jcssicd  li  tisiicr.  Ofjicc  MdiKtuicr.  Dcsklop  Dtita 


H 


♦  ♦  ♦  ♦  ♦ 


aving  a  great  product  cloesn  t  inciiii  |»<M)|)le  will  automat icallv  buy  it.  To  accomplisli 
that  takes  sometliiiig  luoic.  10  Dcskioj)  Data,  a  developei'  ol  news  innccssi  ng 
software,  that  souiethiug  more  was  h'idclilN  s  a|»|»i()acli  to  401  (k)  |)laiis  -  an  inlegialed  and 
coordinated  service,  all  under  one  roof  and  onl\  a\ailal)le  dii'eclK  from  l  idclitN. 

"'From  day  one,  The  (lOHPORA  I'ljplan  /o/- /i'c///c///c///  was  great,  said  Desktoj)  Data's 
Office  Manager,  Jessica  Wasner.  "Getting  the  plan  started  was  an  aljsolnte  hreeze.  I  had  no 
idea  it  would  be  as  easy  as  it  was.'' 

So,  your  people  had  no  trouble  un<leistanding  w  hat  the  plan  was  all  about  ?  ■  Not  a  bit. 
They're  bright  people.  Software  professionals.  Even  so,  financial  stuff  can  be  mx  stifx  ing. 
But  Fidelity  s  people  were  great.  The\  explained  e\('r\  ihing  in  simple  li  rms  -  w  ilhont 
talking  down  to  anyone.  Of  course,  their  ('niollment  and    [^^^hF  SHhIiI 


eCORPORATi://i 


RETIRE 


communications  materials  are  great,  too.  ' 

And  all  that  made  a  difference?  "90%  pai  ti(  i|)ation  right 
off  the  bat.  Fd  say,  yes,  a  big  difference.  Wouldn  t  you?  '    Your  retirement  plan.  Our  full  time  job. 

The  (lORPORATEplan  for  Rel irenicnl  is  designed  for'  small  to  mid-sized  c()m|)anies.  It  is 
backed  by  a  business  unit  within  Fidcdity  w  hose  every  activity  is  guided  by  a  single  pni  |)ose: 
to  help  all  of  our  customers  -  from  the  benefits  manager  to  the  most  recent  plan  |iai  l  icipani 
-  reach  their  retirement  goals.  If  you  want  this  level  of  comndtment  behind  your  |)lan,  call 
Fidelity  for  a  free  brochure  at  1-800-343-9  1  {>-+.  \our  retirement  plan  is  our  full  time  job. 


Fidelity 
Inuestmenis® 

1-800-343-9184  Ext.  9211 


his  Irsi  iiiKMii;)  I  >lalrrinnl  ii'llcn-.  iln'  (i|iiiiiitii  <i|  nni'  iii--t"iiiri  .uiil  i\iM'^  imi  iiiTi->^ari]\  r<- jni-st-iil  llic  n|iiiiiuri  <i!        <  ii-iMirii 
Kitii-liis  JuNf^inicnlsv  liistniiliinutl  Sri\iri's  i  :inii[».'ni\ .  Irif,  IVl  l>r\unshirf  St..  Businn.  MA  M)'' 


Up  Front 


PAPER  PLAYS 


irS  QUIET... TOO  QUIET... BUY! 


here's  one  clever  way  to 
arbitrage  takeover  candi- 
dates in  today's  hot  merger 
market:  Look  for  an  absence 
of  trading  by  corporate  insid- 
ers. Not  wanting  to  draw  the 
unwanted  attention  of  feder- 
al regulators,  insiders  usual- 
ly refrain  from  ""i^—iii-ii"""^" 

buying  or  sell-  Takeover 

mg  their  compa- 
ny stock  while  a 


Signal? 

deal  is  cooking.     i-^l^^i^^L^'^fl'l^i'^^^'.^^J^^    Shelby  Williams 


pacts?  CDA  has  come  up  with 
several  by  finding  companies 
whose  insider  moves  have 
stopped  and  whose  stock  is 
up,  as  if  to  signal  a  pending 
deal.  Only  Riverwood,  a  pa- 
perboard  maker  that  went 
public  in  1992  and  is  81.5% 
■""i"^"  owned  by  Man- 
ville,  admits  it  is 
exploring  going 
on    the  block. 


HIBERNtA 
RIVERWOOD 


Recent  exam- 
ple: Chase  Man- 
hattan, due  to 
be  acquired  by 
Chemical  Bank- 
ing. According  to 
Fort  Lauderdale  (Fla.)  re- 
search fii'm  CDA  Investment 
Technologies,  the  last  time  a 
Chase  officer  made  a  major 
sale — 90,000  shares  by  John 
Scicutella,  an  executive  vice- 
president  who  left  to  join  PiTi- 
dential — was  in  the  spiing. 

What  are  the  best  pros- 


1994 
NONE 


SHELBY  WILLIAMS  1994 

DATAiCDA  INVESTMENT  TECHNOLOGIES  INC. 


which  makes 
seating,  says  it 
has  had  no  of- 
fers. Hibernia, 
busy  gobbling  up 
smaller  banks 
around  New  Orleans,  attrib- 
utes its  lull  in  insider  activity 
to  an  end  of  execs'  routine 
portfolio  adjustments. 

CDA  readily  admits  its 
method  is  hardly  infallible. 
Insider  activity  may  cease  for 
a  nimiber  of  personal  reasons 
unrelated  to  the  deal  mill.  □ 


SPORTS  BIZ 


REINVENTING 

THE  GLOBETROHERS 


KAREEM:  Luijdl  :,  / , .;// 

THE  HARLEM  GLOBETRfJTTERS 

are  making  a  comeback  with 
the  help  of  Kareem  Abdul- 
Jabbar.  The  69-year-old 
team,  known  for  its  courtside 
clowning  and  jazzy  moves, 
has  overhauled  its  format:  To 
rebuild  attendance,  they  now 
play  serious  basketball. 

Their  old  foes,  the  hapless 
Washington  Generals,  used  to 


get  well-scripted  drubbings. 
For  the  Globetrotters'  cur- 
rent European  tour,  the  7- 
foot-2  Jabbar,  who  retired 
from  the  Los  Angeles  Lak- 
ers in  1989,  is  leading  a  new 
opposition  team  of  other 
former  stars,  such  as  Jo 
Jo  White. 

The  Globetrotters  won 
their  ftrst  game  91-90  in 
Zui'ich  Sept.  8  and  drew 
45,000.  They  say  they  will 
pay  Jabbai-  up  to  .$500,000  for 
the  European  tour,  ending  in 
London  Oct.  1. 

Jabbar,  48,  was  enlisted  by 
former  Globetrotter  Mannie 
Jackson,  who  bought  the  flag- 
ging team  in  late  1993  from 
International  Broadcasting, 
then  in  bankiuptcy  couit.  Un- 
der Jackson,  the  team's  year- 
ly attendance  surged  30%,  to 
2  million.  Before,  revenue 
was  weak,  with  attendance 
down  two-thirds  from  the 
early  1980s.  One  reason:  NBA 
play  has  gotten  a  lot  more 
showy  and  Globetrotter-like.D 


DRAWN  &  QUARTERED 


NEW  WORLD  ORDER 

THE  NEXT  RUSSIAN 
PURGE:  WEAK  BANKS 

A  SHAKEOUT  IS  ON  THE  WAY 
for  Russia's  fledgling  banking 
system — which  is  plagued  by 
fast-buck  artists,  greedy  in- 
dustrialists, and  organized 
crime.  By  some  estimates, 
up  to  .50%  of  Russian  bank 
loans  are  now  past  due 
and,  given  the  coun 
try's  inadecjuate  le- 
gal system,  often 
nearly  impossible 
to  collect.  The 
system's  flimsy 
condition  was 
highlighted  re- 
cently when 
money  markets 
ground  to  a  halt.  Reason: 
Bankers  stopped  lending  to 
each  other  when  a  few  of 
them  failed  to  repay  loans. 
The  Central  Bank  solved  the 
crisis  by  intervening  to  re- 


vive the  interbank  lendii 
market. 

Nevertheless,  the  Centi 
Bank  makes  clear  it  wants 
dinve  out  smaller  banks  wi 
poor  balance  sheets.  Even  1: 
fore  the  crisis,  the  Centi 
Bank  already  had  closed  5 
insolvent  small  banks — and 
predicts  100  more  will  clo 
soon.  It  started  squeezii 
the  banks  earlier  this  ye 
by  quadrupling  tl 
amount  of  money  tb 
must  set  aside 
resei-ves.  Weste 
analysts  applai 
this  hard  line. 

The  Centi 
Bank  faces 
tricky  task:  Wi 
the  parliamenta 
elections  loomii 
in  December,  the  govemme 
doesn't  want  to  be  emba 
rassed  by  a  string  of  bai 
failures.  The  great  Russi; 
banking  showdown  is  f 
from  over.     Patricia  Krai 


THE  BIG  PICTURE 


The  current 
economic  expansion's 
productivity  increase  outdoes 
those  of  the  three  previous 
recoveries.  Only  the  booming 
1960s  look  better.  Reasons  for 
the  1990s  pace:  no  significant 
slowdowns  in  mid-recovery, 
big-time  cost-cutting,  and 
better  technology. 


INCREASE  IN  NONFARM 
PRODUCTIVITY 

17  QUARTERS  AFTER 
RECOVERY  BEGAN 


15' 


Qrei  QIV70  QI75  QIV'82  QI'Sl 

PERCENT  A I 

DATA;  BUREAU  OF  LABOR  STATISTICS  1 


FOOTNOTES  This  year's  nse  in  assignments  for  search  firms:  to  find  directors,  43%;  top  executives,  32%;  middle  managers,  16% 
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WE'RE  MAKING  YOUR  CAR  SAFER 

Day  in  and  day  out,  your  car  carries  loads  so  priceless,  you'd  wish  you  were  driving  a 
Brinks  truck.  But  now,  tiianks  to  Bayer,  you  can  be  assured  that  your  cargo  is  getting 
the  kind  of  protection  it  deserves.  Because  special  energy-absorbing  polyurethane 
foam  systems  we've  developed  are  helping  the  auto  industry  make  today's  cars  safer. 

FOR  YOUR  CARGO. 

In  bumpers,  headliners,  doors  and  instrument  panels,  our  foam  systems  are  reducing  risk 
of  serious  injury  by  absorbing  energy  better.  Helping  to  protect  your  car's  occupants  in  side 
collisions  up  to  35  mph.  And  while  we  hope  you  never  have  to  experience  the  benefits 
of  our  energy-absorbing  foams,  we  believe  that  they'll  make  you  safer  than  ever  before. 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in  health  care,  chemicals,  and  imaging  technologies. 


f  you're  staying  up  thinking  about  your  financial  future,  you're  not  alor;. 

We're  Transamerica,  the  people  in  the  Pyramid.  We  provide  the  security  of  life  insurance  to  millioji!; 
of  families.  We  help  people  lead  better  lives  with  consumer  loans,  and  help  them  plan  for  the  futu^ 


I  annuities,  mutual  funds  and  retirement  products.  We  believe  in  offering  our  customers  real 
tions  to  their  financial  needs,  at  reasonable  prices.  So  the  next  time  you  find  yourself 
king  about  your  financial  future,  remember  that  we  are,  too.  TRANSAMERICA 


Life  Insurance  •  Investments  •  Lending  •  Leasing 
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Readers  Report 


3-D:  WHAT  HAPPENED 
TO  APPLE? 


How  could  you  possibly  have  writ- 
ten "3-D  Computing"  (Cover  Story, 
Sept.  4)  and  not  mentioned  Apple  Com- 
puter Inc.?  Apple  recently  shipped 
QuickDraw  3D  for  its  Power  Macintosh 
computers — the  oiibj  personal-computer 
company  to  include  3-D  with  its  comput- 
er systems  and  operating-system  soft- 
wai"e.  AppHcations  for  it  will  be  avail- 
able in  a  few  months — not  years,  as 
with  the  Intel-Microsoft  platforms.  In- 
stead, you  list  Microsoft  Inc.  as  a  "major 
player"  in  the  area,  despite  the  fact  that 
they  have  yet  to  ship  a  product. 

Joe  Marini 
Principal,  Lepton  Technologies 
San  Francisco 


bia/HCA  Healthcare  Corp.'s  success  e 
cept  one:  excellent  customer  servic 
Recently,  my  wife  was  afflicted  wi1 
terrible  abdominal  pain  on  a  Saturd; 
evening.  Experience  had  told  us  that, 
we  were  to  visit  our  nonprofit  locf 
community  hospital,  we  could  expe -t 
wait  of  at  least  an  hour  and  probali 
more.  Needing  immediate  attention,  v 
turned  to  the  emergency  room  at  C 
lumbia  Doctor's  Hospital.  We  airived 
7  p.m.  By  7:15  p.m.,  my  wife  had  bet 
seen  by  her  physician,  had  her  blot 
drawn,  and  had  been  advised  that  ; 
appendectomy  was  in  order.  The  ane 
thesiologist  and  surgeon  were  sur 
moned  from  home,  and  within  30  mi 
utes  she  was  in  the  operating-prep  are 
During  the  whole  process,  I  was  dum 
founded  by  the  courtesy,  speed,  and  e 
ficiency  of  the  staff. 


As  I  was  reading  your 
article  on  3-D  computing,  I 
noticed  there  was  no  men- 
tion of  Apple  Computer 
and  the  Macintosh.  Macs 
have  played  a  big  role  in 
3-D  computing.  Animation 
created  on  them  has  ap- 
peared in  places  ranging 
from  the  Intel  Pentium 
commercials  to  Enterprise 
B  in  Star  Trek:  Genera- 
tions. PowerPC  chips  are 
roughly  30%  faster  than  Pentium  chips 
of  the  same  clock  speed  for  "floating 
point"  calculations,  which  are  essential 
to  3-D  rendering.  And  Apple's  freely 
available  QuickDraw  3D  aims  to  create 
a  standard  for  3-D  file  fonnats,  as  with 
QuickTime  movies.  Now,  Power  Mac  us- 
ers can  rotate  and  view  3-D  models  in 
as  simple  a  program  as  ScrapBook — 
and  then  drag-and-drop  it  into  a  text 
editor  Let's  see  Windows  95  do  that! 

Vijay  Iyer 
Baldwin",  N.  Y. 

KUDOS  AND  CAUTION  FOR 
HOSPITAL  TAKEOVERS  

In  "Balance  sheets  that  get  well 
soon"  (The  Corporation,  Sept.  4),  you 
seem  to  give  every  reason  for  Colum- 
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CORE  COMPONENT 

"Apple  recently 
shipped  QuickDraw 
3D  for  its  Power  Macin- 
tosh computers — the 
only  PC  company  to 
include  3-D  with  its 
computer  systems" 


I  suppose  others  may  continue  to  ul 
lize  the  services  of  the  nonprofits  in  oi 
community.  There,  they  can  enjoy  a  k 
surely  wait  while  the  physician's  se 
vices  are  consumed  by  Medicaid  patien 
who  use  the  emergency  room  for  the; 
after-hours  clinic  to  treat  runny  nos( 
and  common  colds.  As  for  me  and  n 
family,  we  will  vote  with  our  wallet  ar 
enjoy  the  seiMces  of  the  Columbia  fac 
ity.  It  may  cost  us  more,  but  when  v 
purchase  a  premium  product  we  dor 
mind  paying  a  premium  price. 

Bruce  W.  Hoist i 
Little  Ro. 
TowerbuIl@aol.co 

Your  article  possibly  inadvertent 
portrays  the  true  nature  of  health-car 
industry  takeovers.  There  were  eigl 
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TSfllC 

introduces  a  faundry 
for  the  information  age. 

The  fire  of  yesterday's  foundries  burns  today  in  our  hearts.  In  our 
commitment  to  productivity  and  technology.  •  TSMC  is  the  world's 
leading  semiconductor  foundry,  presently  producing  one  million  six- 
inch  wafers  annually,  representing  a  major  share  of  the  global  market. 
•  TSMC  is  a  dedicated  foundry,  where  customers  are  our  number  one 
priority  and  intellectual  property  is  prized.  And  protected.  We  don't 
manufacture  any  products  under  our  own  brand  name,  so  there  are  no 
licensing  issues,  no  conflict  of  interest  fears,  no  requests  for  equity.  • 
Instead,  there  is  seamless  transfer  of  data  and  execution  of  design 
specs.  With  methods  and  materials  that  complement  customer 
designs.  •  In  1995  our  new  billion-dollar  fab  will  begm  production. 
This  fab  will  be  capable  of  producing  30,000  eight-inch  wafers  per 
month  at  state-of-the-art  0.5  micron  technology,  migrating  to  0.35 
micron.  More  than  $400  million  in  annual  investments  will  enable  us 
to  produce  two  million  six-inch  equivalent  wafers  per  year  by  1997.  • 
Find  out  what  it  means  to  be  a  partner  with  the  world's  leading  semi- 
conductor foundry.  •  TSMC.  Forging  a  future  in  the  information  age. 


TSMC,  No.  121,  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu  ,300,  Taiwan,  R.O.C. 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  95110  |408)  4.37-H762 


statements  about  cutting  costs  for  the 
company,  but  no  mention  of  lower  costs 
for  the  patients. 

Vincent  F.  Guinee,  M.  D. 

Houston 

OUR  CUSTOMERS  ARE  NOT 
POTENTIAL  DEADBEATS'  

In  "Notliing  sub-prime  about  these 
profits"  (Finance,  Sept.  4),  your  char- 
acterization of  our  customers  as  "poten- 
tial deadbeats"  is  both  callous  and  offen- 
sive. Among  our  boiTowers  are  laid-off 
workers,  retii'ees,  divorced  mothers,  and 
entrepreneurs — the  majority  of  whom 
ai-e  tiying  in  earnest  to  improve  theu'  fi- 
nancial situation.  We  make  money  at 
what  we  do  because  we  do  it  well,  but 
that  hardly  constitutes  "a  step  above 
loan  sharking" — now  or  ever. 

The  juxtaposition  of  my  "balance 
sheet"  with  that  of  our  customers'  only 
propagates  damaging  misconceptions 
about  om*  business,  as  does  the  insinua- 
tion that  Aames  wants  people  to  abuse 
the  credit  system.  Lucky  for  us,  we 
have  worked  hai'd  foi'  42  years  to  build 
credibility  and  overcome  the  careless 
arrows  slung  at  our  profession. 

Gary  K.  Judis 
Chairman  and  CEO 
Aames  Financial  Corp. 

Los  Angeles 

THE  U.S.  HAS  HAD 

THIRD  PARTIES  ALL  ALONG 

How  come  your  story  on  third  par- 
ties, "In  '96,  thi'ee  may  not  be  a  crowd" 
(News:  Analysis  &  Commentaiy,  Sept. 
4),  dealt  only  with  party-less  individuals 
and  ignored  an  ah'eady  established  third 
party?  Not  only  does  the  Libertarian 
Party  already  exist,  but  it's  the  only 
party  that  responds  perfectly  to  the 
country's  current  longing  for  less  gov- 
ernment, more  personal  libeily,  and  re- 
sponsibility in  both  the  social  and  eco- 
nomic ai'enas.  Apparently,  you  don't 
consider  the  Libertarian  Party  as  news- 
worthy as  media  luminaries  like  R(jss 
Perot  and  Genei-al  Colin  Powell.  But  if 
40  million  Generation  Xers  vote  Liber- 
tarian, you  will. 

Alan  M.  Perlman 
Highland  Park,  111. 

Your  article  overlooks  some  impor- 
tant and  relevant  history.  You  assert 
that  the  two-party  system  in  this  centu- 
ry went  "virtually  unchallenged — until 
the  last  25  years."  Tliis  overlooks  the  al- 
ternative paily  bid  of  Teddy  Roosevelt 
in  1912  as  well  as  those  of  Heni-y  A. 
Wallace  and  Strom  Thurmonfl  in  1948. 
In  both  years,  these  parties  significant- 
ly affected  the  outcome  of  the  election 
(Roosevelt  came  in  second)  and  mani- 


CORRE0TIONS  &  OLARIFieATIONS 

"Bell  Atlantic:  Playing  chicken  on  the  l-way" 
(News:  Analysis  &  Commentary,  Sept.  4) 
should  have  made  clear  that  the  40%  pay 
cuts  do  not  apply  to  all  l-way  workers,  only 
to  those  who  perform  work  at  customers' 
houses. 


fested  deep  problems  in  the  politics  of 
the  time.  If  we  tliink  "politics  is  broken" 
now,  then  all  the  more  need  for  us  to 
learn  the  lessons  of  history. 

Henry  J.  Gr-antges 
Washington 

A  NASTY  SIDE  EFFECT 

TO  CUTTING-EDGE  SURGERY? 

You  I'eport  that  the  new  "port-ac- 
cess" open-heart-sur'gery  technique  is 
likely  to  lower  costs  for  insurers  and 
employer-s  ("Bypassing  the  trauma," 
News:  Analysis  &  Commentary,  Sept. 
4).  While  that  may  be  tine  for  the  indi- 
vidual case,  we  need  to  ask  whether 
costs  will  increase  over-all:  The  volume 
of  pi-ocedures  may  gr'ow  because  the 
new  technique  is  easier  for  the  patient. 
Sever-al  recent  studies  on  newer,  less 
invasive  pr-ocedm-es  for  gall  bladder  sur- 
gery have  shown  that  costs  over-all  rose 
due  to  such  volume  incr-eases. 

Rene  H.  Reixach 
Fingei'  Lakes  Health 
Systems  Agency 
Rochester,  N.  Y. 

HOW  TO  LIVE  LONG 

AND  PROSPER  IN  CYBERSPACE 

If  the  Inter-net  is  to  become  the 
mai'ketplace  of  the  Infor-mation  Age 
("The  net  as  free-market  Utopia?  Think 
again,"  Economic  View|3oint,  Sept.  4),  it 
will  not  simply  be  the  digital  I'eplace- 
ment  of  yellow  pages,  newspaper  ads, 
TV  commer-cials,  or  even  home-shop- 
ping channels. 

To  pr-osper-  in  cyber-space,  one  must 
be  able  to  demonsti-ate  genuine  value 
added — for  example,  in  the  form  of 
sound  advice,  technical  suppoi-t,  or  ex- 
pei-t  opinion — all  as  free  information.  It 
will  not  take  long  for-  consumei-s  to  tui-n 
away  fr-om  conventional  r-etailer-s  with 
hollow,  if  not  misleading,  sales  pitches  to 
vendor's  who  can  pr-ovide  the  knowledge 
for  educated  choices  online.  In  this 
sense,  ther-e  is  no  essential  conflict  be- 
tween the  cultures  of  fr-ee  infor-mation 
and  fi-ee-mar-ket  capitalism. 

James  K.  Ho 
Professor 

Infor-mation  &  Decision  Sciences 
University  of  Illinois 
Chicago 


ACCEPTING  THE  RISK 

OF  BREAST  IMPLANTS  

Your  story  leaves  me  cold  ("A  breas 
implant  deal  comes  down  to  the  wirt 
Legal  Affairs,  Sept.  4).  Breast  implar 
ar-e  not  a  medical  necessity  or  even 
medical  recommendation:  They  are  t 
result  of  a  voluntary  decision.  If  the 
are  cer-tain  consequences  as  a  result 
that  decision,  those  consequences  a 
those  of  the  individual  alone.  No  o: 
else  made  the  decision,  and  no  one  el 
should  be  liable  for  any  risk. 

Carl  Ot 
Atheilon,  Ca 

WHY  PAY  FOR  PERFORMANCE 
WON'T  MAKE  THE  GRADE 

Your  ar-ticle  "Bad  marks  for  pay-h 
r-esults"  (Economic  Tr-ends,  Sept.  4) 
amusing  indeed.  Is  there  anyone  w 
really  thinks  that  a  test  pr-ogr-am  th 
uses  pei-formance-based  incentives 
compensate  teachers,  and  that  is  impl 
mented  by  educatoi-s,  has  a  chance 
working? 

The  current  calcified  and  inflexil: 
infrastr-uctur-e  of  Amer-ica's  educatior 
system  evolved  over-  many  decades  u 
der  the  leadership  of  people  who,  f 
the  most  part,  believed  that  ther-e  w 
something  inherently  wr-ong  with  coi 
petition  and  monetary  r-ewar-d  for  p( 
for-mance  in  the  classr-oom.  Change  t 
management  team  and  the  str-uctiu-e 
each  school  system,  develop  a  comra 
nity  cultur'e  that  is  based  on  sohd  te 
cr-iter-ia  over-  time,  and  maybe  then  t 
teacher-s  and  par-ents  will  beg-in  to  ha 
mor-e  confidence  in  per-formance-bas- 
compensation. 

Craig  A.  Cuddeba 
St.  Loi 
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you  don't  have  to  go  on  an 
jment  shopping  spree  the  minute 
business  starts  to  grow.  Not  if  you 
the  affordable  IBM  PC  Server  320, 
is.  Its  dual-processing  capability 
ases  your  performance  by  simply 
ng  a  second  Pentium"  chip.'  So 


Dual-processor  enabled 
NelFinily"  -  pari  ol  the 
System  View '  lamily 
6  PCI/EISA  slots 
27GB  storage 
'  256KB  ol  L2  cache 


90MHz  Pentium  processor 

•  Up  to  256MB  memory 
•  Buill-m  CD-ROM  drive 

•  SCSI-2  last  and  wide 

•  Fax  ID f 60085 


For  info,  call  1  800  772-2227.  Or  try  our  web  site  at  http://www.pc.ibm.com 


productivity  goes  up,  but  costs  stay 
relatively  the  same.  What's  more, 
upgrading  goes  something  like  this: 
open,  click,  snap,''  If  only  the  rest  of  your 
business  ran  as  smoothly  The  IBM  PC 
Server  320.  Another  reason  why  there 
is  a  difference"  ^  ^ 


Penlium  chip  sold  separately  ^Some  hardwaie/sollware  conligutalions  may  be  necessaiy  ^In  Canada,  call  IBM's  HelpFax  al  1 800  465-3299  (ask  lor  document  #45200)  IBM  and  SyslemView  are  registered  trademarks 
inity  and  "There  is  a  ditlerence'  are  trademarks  ot  Inlernational  Business  Machines  Corporation  Penlrum  is  a  registered  trademark  ot  Intel  Corp  ©1995  IBIVt  Corporation 
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FRIENDS  IN  HIGH  PLACES 
The  Rise  and  Fall  of  Clark  Clifford 

By  Douglas  Frantz  and  David  McKean 
Little,  Brown  •  450pp  •  $24.95 


THE  GRANDDADDY 

OF  INFLUENCE  PEDDLERS 


For  two  generations,  Clark  McAd- 
ams  Clifford  personified  the  Wash- 
ington Establishment.  He  was 
Hany  Tiiunan's  adviser,  John  Kennedy's 
lawyer,  Lyndon  Johnson's  Defense  Sec- 
retaiy,  a  confidant  to  poweiful  senators, 
and  the  capital's  most  sought-after  cor- 
porate attomey.  So  when  his  reputation 
was  shattered  by  a  scandal  involving 
the  Bank  of  Credit  &  Commerce  Inter- 
national dming  the  early  '90s,  Washing- 
ton was  understandably  shocked. 

Now,  the  mystery  of  why  CUfford's 
career  came  to  such  rain 
has  been  solved.  Friends 
in  High  Places:  The  Rise 
and  Fall  of  Clark  Clifford 
details  how  an  ambitious 
man's  pursuit  of  power, 
prestige,  and  money  can 
ran  amok  when  his  capac- 
ity for  self-tlelusion  is  great 
enough.  New  York  Times 
reporter  Douglas  Fi'antz 
and  David  McKean,  an 
aide  to  Representative  Jo- 
seph P.  Kennedy  II  (D- 
Mass.),  play  objective  re- 
porters in  an  exhaustively 
researched  biography.  But 
fair"  as  they  are,  they  paint  an  unflatter- 
ing portrait  of  CUfford — and  the  influ- 
ence-peddling industry  that  he  spawned. 

Indeed,  Clifford  was  the  prototype 
for  the  modern-day  lobbyist.  "He  re- 
shaped the  way  lobbying  worked  in  the 
nation's  capital,  making  it  respectable 
and  even  desirable  to  trade  quietly  on 
relationships  with  government  officials 
while  telling  chents  with  a  straight  face 
that  he  had  no  influence,"  Frantz  and 
McKean  WTite. 

Today,  Clifford's  approach  is  knovm  as 
the  revolving  door:  Work  in  a  high  post 
and  then  cash  out  for  millions  as  a  "con- 
sultant." The  key  is  convincing  eveiy- 
one — including  yourself — that  you're 
honorable  and  that  your  clients'  inter- 


ests and  your  own  coincide  with  those 
of  the  nation.  As  the  authors  report: 
"Clifford  believed  it  was  his  definition  of 
what  was  right  that  counted." 

For  example,  as  President  Tmman's 
White  House  counsel,  Clifford  took  cred- 
it for  plotting  Tiximan's  staitling  upset  of 
Thomas  Dewey  in  1948.  Only  decades 
later,  afl;er  he  had  prospered  as  the  wide- 
ly credited  masteiTnind  of  that  victory, 
clid  Clifford  confess  that  the  campaign's 
strategy  had  been  the  brainchild  of 
James  Rowe,  a  fonner  aide  to  Pi'esident 
Franklin  D.  Roosevelt. 

Another  troubling  sto- 
ry: Over  a  period  of  many 
yeai's,  Clifford  lent  several 
thousand  dollars  to  his 
close  friend.  Supreme 
Court  Justice  William  0. 
Douglas.  Yet  Clifford  saw 
no  conflict  in  arguing  a 
corporate  chent's  case  be- 
fore the  court.  Today's  eth- 
ics laws  bar  such  financial 
entanglements. 

Then  there  are  dozens 
of  cases  in  which  the 
superlawyer  used  his  gov- 
ernment contacts  to  win 
favorable  regulatory  rulings  or  tax 
breaks  for  the  hkes  of  Howard  Hughes, 
Phillips  Petroleum,  the  DuPont  family, 
and  Knight-Ridder.  Yet  he  would  insist 
to  each  client  that  he  did  not  wield  "any 
influence  of  any  kind"  in  Washington. 

Surely  Clifford  was  fooling  only  him- 
self. His  statui'e  continued  to  gi'ow  along 
with  his  legal  victories,  thanks  to  an- 
other Washington  art  foiTn  he  invented: 
press  spin.  Starting  in  his  Wliite  House 
days,  Clifford  would  cultivate  close  rela- 
tions with  influential  journalists,  feeding 
them  political  tidbits  as  an  anonymous 
soLO-ce  and  winning  glowing  press  cover- 
age in  return. 

But  then  Clifford  oven-eached.  In  the 
late  1970s,  he  agreed  to  help  bcci  ac- 


quii-e  an  American  bank.  Financial  Ge 
eral  Bankshares  of  Washington,  kci 
headquartered  in  Luxembourg,  was 
shadowy  bank  founded  by  a  Pakista 
banker,  and  it  would  later  be  accused 
laundering  drag  money  and  aiding  u 
savory  characters  ranging  from  Pale 
tinian  ten-orist  Abu  Nidal  to  Panama 
ian  strongman  Manuel  Noriega.  Win 
federal  regulators  blocked  the  acciui: 
tion,  Clifford  spent  foui'  years  enginee 
ing  Financial  General's  takeover — o 
tensibly  by  a  group  of  Ai-ab  invest ui 
with  BCCI  acting  only  as  a  paid  const 
tant.  The  sale  went  thi'ough  in  1982.  ; 
ter  Clifford  gave  his  word  that  i;' 
had  no  direct  investment  in  the  ban 
He  was  rewai'ded  with  the  bank's  clia 
manship,  and  over  the  next  10  yeai 
Clifford  and  his  law  partner.  Robe 
Altman,  received  $40  million  in  fees  ai 
rigged  stock  sales — all  financed  by  lii  < 

After  word  broke  that  bcci  was  tl 
real  owner  of  the  bank,  Clifford  ai 
Altman  were  indicted  in  New  York  f 
lying  about  the  arrangement.  Cliffo: 
never  stood  trial  because  of  a  heart  a 
ment,  and  Altman  was  acquitted  b 
cause  the  prosecution  had  no  smokii 
gun  that  proved  he  and  Clifford  kne 
BCCI  secretly  owned  Financial  Gener; 
But  Frantz  and  McKean  make  a  co 
vincing  case  that,  at  the  very  least,  CI 
ford  had  to  suspect  the  trath. 

On  two  counts,  the  book  falls  shoi 
The  writing  is  long-winded  and  flat.  V 
are  reminded  endlessly,  for  exampl 
that  Clifford  is  tall  and  handsome  ai 
that  he  stole  credit  for  Tinman's  ele 
tion.  The  more  serious  weakness:  Tl 
authors  take  us  to  the  water's  edge  ai 
then  stop.  Was  Clifford  a  Uar  or  a  du] 
in  the  bcci  affaii'?  They  don't  render 
verdict,  citing  no  "conclusive"  evident 
Readers  will  have  no  trouble  makir 
up  their  minds:  $40  million  will  pi'om 
anyone  to  look  the  other  way. 

Clifford's  dowTifall  is  a  tragic  remi 
der  that  gi-eed  clouds  the  judgments 
the  most  distinguished  figures.  His  ta 
also  reveals  a  sadder  truth.  Washin 
ton  is  home  for  ah  too  many  high-po^ 
ered  Clai-k  Cliffords  who  win  plaucUts  . 
statesmen  even  as  they're  exploitii 
public  service  to  accumulate  priva 
wealth.  And  despite  his  comeuppanc 
Clifford  is  still  their  role  model. 

BY  OWEN  ULLMAN 

Ullmann  is  business  week's  seni* 
news  editor  in  Washington. 
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BY  CULTIVATING  KEY  JOURNALISTS, 
CLIFFORD  VIRTUALLY  INVENTED  PRESS  SPIN  * 


IBM  Solution  #12765 -N 


a.k.a.  "NetFinity  Systems  Manager' 


3SS  you  possess  a  supernatural 
ity  to  predict  the  future,  you  may 
it  to  consider  a  tool  that  can 
form  that  very  trick.  An  IBM  PC 
y/er  with  NetFinity'"  software.  Its 
ous  threshold  and  alert  functions 
i/ide  constant  bulletins  on  the 


'  Predictive  Failure  Analysis  " 

with  Alert  Manager 
'  NetFinity  pre- installed  on 

PC  Server  320,  500  and  720 
'  Part  ol  SystemView'  lamily 
'  Remote  Systems  Ivlanager 


System  Intormation  Toot 
•  Complies  with  Dtvtl 
'  System  Monitor  Service 
•  Security  Manager 
'  Scheduled  maintenance 
•  Fax  ID  1112509 


FOR  DETAILS  ON  PC  SERVERS,  CALL  1  800  772-2227' 


status  of  your  networked  systems, 
reporting  imminent  hard  disk  failures, 
memory  errors  and  other  mayhem. 
Reducing  downtime  and  payments  to 
your  friendly  neighborhood  psychic. 
NetFinity  One  more  reason  why  there 
is  a  difference.'"       ^"-^  —  — 


id  SystemView  are  regislered-tradematks  and  NetFinity.  Predictive  Failure  Analysis  and  'Tnere  is  a  ditlerence"  are  trademarks  ol  International  Business  Machines  Corporation 
lada.  call  1  800  465-7999  ©1995  IBM  Corporalion 
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BY  STEPHEN  H.  WILDSTROM  

SOFTWARE  THAT'S 
TAILOR-MADE 


How  is  software  like  a 
steam  engine?  At  the 
Smithsonian  Institu- 
tion, there's  a  huge  1876  en- 
gine: beautiful,  mechanically 
perfect — and  on  the  brink  of 
obsolescence  the  day  it  was 
built.  Within  a  few  years, 
steam  gave  way  to  smaller, 
more  efficient  internal-com- 
bustion engines  and  electric 
motors. 

Like  this  mechanical  mar- 
vel, today's  software  packag- 
es, such  as  Microsoft  Office 
and  Lotus  vSmartSuite,  may 
be  near  the  end  of 
an  evolutionary  Une. 
These  programs 
seem  to  do  every- 
thing and  do  most 
things  well.  But 
there  are  draw- 
backs: My  installa- 
tion of  Office  for 
Windows  95  fills  (iO 
megabytes  of  disk 
space.  Much  of  that 
space  goes  for  op- 
tions that  a  tiny  mi- 
nority of  people  use, 
such  as  indexing  m 
word  processors  and 
regression  analysis  in  spreatl- 
sheets.  One  result  is  a  clutter 
of  options  that  can  make  the 
progi'ams  harder  to  use. 
CUSTOM  PACKAGE.  Befoi-e  too 
much  longer,  you  may  be  us- 
ing an  assortment  of  much 
smaller  applications  tied  to- 
gether into  a  package  cus- 
tomized to  your  needs.  For 
example,  you  might  be  able 
to  combine  a  simple  text-edit- 
ing module  with  a  spell- 
checker,  thesaurus,  and  other 
tools  to  roll  your  own  word 
processor.  "That's  what  the 
future  will  look  like,"  says 
Jeffrey  Anderholm,  director 
of  product  marketing  at  Lo- 
tus SmartSuite. 


A  new  product  for  Win95, 
called  OfficeBlox  fi'om  Alpha- 
Blox  (800  227-2569),  gives  a 
glimpse  of  this  new  world. 
The  $70  product  consists  of 
httle  progi-ams  that  are  de- 
signed to  augment  rather 
than  replace  youi*  existing  ap- 
plications. For  example,  jot- 
ting down  a  phone  message 
in  a  conventional  application 
requires  saving  the  informa- 
tion as  a  file.  The  NoteBlox 
mini-app  lets  you  type  the 
note,  then  stick  it  any- 
where— including  your  desk- 


top— hke  a  Post-it  note.  In- 
stead of  firing  up  a 
spreadsheet  to  crunch  some 
numbers,  you  can  use  any  of 
a  dozen  specialized  business, 
financial,  or  scientific  calcula- 
tors provided  by  CalcBlox, 
then  paste  the  results  into 
documents.  Other  "Blox"  can 
manage  lists  of  information 
and  provide  an  easy  way  to 
sort  and  classify  your  files. 
And  additional  modules  are 
on  the  way. 

AlphaBlox  relies  on  a  tech- 
nology called  object  linking 
and  embedding  (ole),  which 
allows  the  easy  sharing  of 
data  among  applications.  For 
example,  if  you  used  Calc- 


Blox to  calculate  a  number 
you  pasted  into  your  report, 
just  click  on  the  number,  and 
the  calculator  vdll  pop  back 
up.  While  OLE  has  been 
around  for  several  years, 
Windows  3.1  had  a  nasty  ten- 
dency to  crash  if  you  linked 
more  than  a  couple  of  pro- 
grams. OLE  is  far  more  stable 
with  Windows  95 — and  it's 
even  more  so  with  Windows 
NT  and  OS/2.  Apple  Comput- 
er is  leading  an  effort  called 
OpenDoc,  which  would  cre- 
ate a  common  linking  stan- 
dard for  different  hardware 
and  software. 

A  lot  of  work  must  be 
done  before  a  collection  of 
modules  will  replace,  rather 
than  augment,  today's  big  ap- 
plications. For  one  thing,  us- 
ing the  modules  will  be  con- 
fusing unless  they  share 
similai"  menus,  icons,  and  but- 
tons and  unless  they  behave 
in  similar  ways.  And 
competitors  don't 
much  trust  Microsoft 
to  make  it  easy  on 
its  rivals.  "Will  the 
company  driving  the 
de  facto  standard 
drive  it  to  its  own 
advantage?"  asks 
Lotus'  Anderholm. 

Microsoft  is  am- 
bivalent. Although 
modular  applications 
are  technically  pos- 
sible, says  Dennis 
Tevlin,  gi'oup  prod- 
uct manager  for  Mi- 
crosoft's best-selling  Office 
Suite,  it's  not  clear  how  prof- 
itable they  would  be.  Cus- 
tomers, he  says,  want  less 
complexity,  but  it's  often 
tough  to  figure  out  whether 
that  means  programs  with 
fewer  options  or  with  more 
choices  offering  point-and- 
click  convenience. 

Microsoft  and  Lotus  have 
just  revamped  their  suites, 
and  a  new  version  of  Novell 
PerfectOffice  is  due  this  fall. 
The  monster  applications  are 
probably  good  for  one  moi'e 
overhaul.  But  like  the  mu- 
seum steam  engine,  it  may 
be  the  final  perfection  before 
extinction. 


BULLETIN  BOARD' 


SOFTWARE 
FILE  TRANSFER 

Several  readers  responded  to 
my  Aug.  28  column,  "Easing 
the  pain  of  an  upgrade,"  by 
suggesting  that  a  tape  back- 
up can  facilitate  the  job  of 
moving  files  from  an  old  com 


One  option:  The  Conner 
parallel  port  tape  drive 

puterto  a  new  one.  It  can 
help  but  won't  do  all  the  worl 
The  tape  drive  can  save  time 
First,  copy  files  from  your  old 
hard  drive  to  tape.  Then,  in- 
stall the  files  on  your  new  m< 
chine,  either  by  using  a  com- 
patible tape  drive  or  by 
moving  the  same  tape  drive 
from  one  machine  to  another 
The  hitch  involves  Windows 
programs,  especially  if  you 
have  customized  touches  th 
you  want  to  move  to  your  nev 
machine.  You  will  have  to  re 
install  many  Windows  pro 
grams  for  them  to  work  prop 
eriy.  The  process  is  trickier  if 
you  are  moving  to  a  machine 
with  Windows  95  installed. 


THE  WEB 
CLICK  AND  FIND 

For  an  easier  way  to  search 
the  World  Wide  Web,  take  th 
advice  of  reader  Tom  Wruk  in 
Belvidere,  III.:  Use  a  one-stop 
service  called  Starting  Point 
(http://www.stpt.com).  Start- 
ing Point  includes  links  to  al 
the  directory  and  search  tool, 
mentioned  in  my  Sept  11  coll 
umn  and  a  few  more  to  boot. 
It  also  offers  pointers  to  an  { 
assortment  of  interesting 
sites  around  the  Internet. 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 


[GN  ORANGE    IS    B  L  I  S  Si 


(AND   NOW  AN   OPPOSING  VIEW.) 


At  First  Interstate  Bank, 
we  believe  the  best  way  for 
us  to  service  your  business 
is  to,  well,  get  to  know  it. 
And  to  get  to  know  you. 

In  fact,  the  more  that  we 
know,  the  better  we'll  be 
able  to  offer  the  responsive- 
ness and  variety  of  services 
you  really  need. 

We'd  welcome  the  chance 
to  sit  down  with  you  soon. 
To  hear  your  view. 

YOU    ^     O  i 


First  Interstate  Bank 


To  Prevent  Benefits  Decay, 
Give  Your  Dental  Plan  An 
Annual  Check-Up. 


Without  appropriate  care,  your  dental  plan 
could  be  eating  away  at  your  bottom  line. 
To  ensure  you're  not  spending  more  to  get 
less  than  you  should,  make  certain  that  any 
dental  plan  you  select  includes  these  essentials: 

Comprehensive preimtive  care  with  at 
le;Lst  two  dental  exams  and  cleanings  per  year 
Some  plans  don't  include  tluoride  or  sealants. 
Yours  should.  These  treatments  hel|)  prevent 
cavities,  which  brings  down  the  cost  (jF  care. 

Flexibility  in  appointment  schedul- 
ing. iVl;uiy  insurer  encourage  their  participat- 
ing dentists  to  schedule  "plan  patients"  as 
fill-in  appointments.  Your  emplov'ee  may  have 
to  take  time  oft  during  the  day  to  receive 
dental  treatment  or  wait  months  to  be  seen. 
That's  not  only  a  problem  for  the  patient,  it 
costs  you  valuable  employee  time. 

20B-CA 


I'lans  that  allow  patients  to  visit  the 
dentists  and  specialists  of  their  choice. 
Research  proves  that  patients  won't  go  to 
dentists  they  don't  trust.  So  you  wind  up 
paying  the  premium  for  unused  benefits. 

Emergency,  weekend  and  holiday 
care.  A  plan  that  doesn't  cover  the  unexpected 
is  of  no  benefit  to  you  or  your  employees.  The 
emergency  that  isn't  taken  care  of  imme- 
diately can  cost  you  dollars  in  downtime. 

Broad  therapeutic  coverage.  A  plan 
that  covers  crowns  and  bridges,  braces  and 
dentures  and  even  root  canals  may  cost  some- 
what more,  but  will  be  more  satisfactoiy  to 
all  plan  users.  Make  sure  that  limitations 
on  this  kind  of  care  are  not  unrealistically 
.severe.  You'll  get  fewer  complaints  even 
though  employee  co-payments  are  higher 


for  the.se  sen'ices  than  for  preventive  care. 

To  make  sure  your  dental  plan  provide 
acceptable  protection  for  its  beneficiaries 
write,  call  or  fax  the  California  Dental 
Association  for  our  "Consumer's  Guide  t( 
Dental  Insurance."  It's  designed  to  help  \(' 
ensure  that  the  dental  plan  you  select  provide 
the  essentials  of  good  oral  health  and  makt 
good  business  sense,  too. 


Californa  Dental  Associatioi 

Wc  Like  To  Sec  Yoii  Sniilc"'' 
P.O.  Box  13749,  Sacramento,  CA  9585 
Phone:  1-800-CDA-SMILE 
Fax:  (916)  443-2943 

A  constituenl  of  the  American  Dental  Associatioi 


Economic  Viewpoint 


RUDI  DORNBUSCH 


OMMON  MONEY- 
R  FUNIVY  MONEY? 


OGAIN: 

aybe  a  single 
irocurrency 
inevitable- 
it  at  best, 
s  a  way  for 
ily  and  other 
onomically 
eble  nations 
cover  up 
cal  disarray 


Dornbusch  is  professor  of 
imics  and  management  at 
3chusetts  Institute  of  Technology 


For  some  it  is  inconceivable,  for  others 
inevitable — a  single  European  currency. 
Yet  the  dollar's  rally  and  Genuan  rate 
cuts  have  reheved  European  Monetaiy  Sys- 
tem strains  and  revived  a  monetary  flight  of 
fancy — common  money  for  Continentals. 

To  observers  from  across  the  Atlantic  (or 
the  Channel),  Eui'ope  needs  a  single  cuiTency 
hke  it  needs  a  hole  in  the  head.  If  Europe 
cannot  forge  ahead  with  plans  for  political 
union,  what's  the  point  of  a  common  cmrency? 
Regardless  of  this  fact,  prenuptial  agi"eements 
to  a  communal  marriage  of  the  mai'k,  fi-anc, 
lira,  etc.,  have  already  been  signed,  with  the 
wedding  date  scheduled  for  1999. 

What  is  going  on?  The  idea  of  Europe  '92, 
the  final  stage  in  a  single  Em-opean  market, 
was  a  shot  in  the  arm  for  a  region  that  need- 
ed one.  Some  Eui'opeans  hope  that  a  com- 
mon European  money  plays  the  same  role, 
helping  divert  attention  from  high  unemploy- 
ment and  poor  economic  performance.  That  is 
one  of  the  reasons  why  common  money  will 
become  a  reality.  It  has  various  gi'oups  behind 
it:  The  banking  community  sees  it  as  a  busi- 
ness opportunity.  Brussels  bureaucrats  are 
ready  to  claim  credit  for  it.  And  a  few  coun- 
tries need  it  badly  to  cover  up  their  rotten  fis- 
cal situations.  These  are  powerful  but  poor 
reasons  for  going  ahead. 

Clearly,  the  convergence  criteria  set  earlier 
by  the  Bundesbank  in  terms  of  inflation  or 
debt  are  not  going  to  be  met  by  most  candi- 
dates. So  the  talk  is  of  finding  a  more  flexible 
approach.  If  the  budget  is  off-target,  well, 
just  build  in  some  commitments  and  deal  with 
the  problems  later.  The  idea  is  to  use  the 
common-money  community  as  a  European 
therapy  gi"oup. 

DEBAUCHERY.  That  is  the  kind  of  agreement 
Italy  would  love.  It  would  cover  the  fiscal 
mess  with  a  veneer  of  eligibility  to  hai'd-mon- 
ey  status.  In  exchange,  Italy  would  help  sup- 
port France  when  it  came  to  pleading  the 
soft-money  case.  There  is  so  much  to  be 
gained  by  France  and  Italy  that  in-esistible 
pressure  for  one  cuiTency  may  already  exist. 

But  why  would  the  Gei-man  bondholding 
public  and  inflation-wary  German  burghers 
accept  the  risk  that  theu  cuirency  gets  de- 
bauched? Well,  they  were  never  asked.  Wise- 
ly for  the  officials,  nobody  ever  thought  of 
holding  a  referendum  on  that  issue  in  Gemna- 
ny.  Although  there  are  elections  on  the  way 
to  '99,  the  German  political  parties  all  play  the 


European  card.  The  banks  are  gung  ho  to 
cash  in  on  the  venture.  In  sum,  what  on  ra- 
tional gi-ounds  is  inconceivable  may  already  be 
a  fait  accompli. 

In  the  meantime,  there  ai'e,  of  coiu^e,  some 
hard  questions  around  which  the  shadowbox- 
ing  will  continue.  One  is  already  resolved: 
The  new  European  Monetary  Institute  will  be 
installed  in  Frankfurt,  giving  that  city  a  new 
edge  in  Eui'opean  finance,  especially  as  Britain 
is  sure  to  keep  its  pound  out  of  any  Eurocur- 
rency. The  next  is  what  to  call  the  new  mon- 
ey. Be  sure  that  Gei-many  gets  the  last  word 
on  this,  trading  off  that  precarious  privilege 
for  accepting  Italy's  deficits.  The  compromise 
is  to  call  it  a  gulden;  that  way,  at  least  the 
name  will  not  be  French.  And  then  there  is 
the  question  of  where  to  draw  the  line:  Italy, 
yes — but  Greece,  Portugal,  and  Spain?  First 
class  is  full;  perhaps  there  will  be  some  coach 
seats  for  the  underachievers. 
ALTERNATE  SCENARIOS.  Just  to  play  devil's 
advocate,  is  there  any  way  the  drive  to  a 
common  money  might  yet  fail?  At  least  two 
come  to  mind.  Both  recognize  that  from  here 
to  1999,  none  of  the  participants  can  hold 
theii-  breath.  The  first  possibility  is  that  Italy 
just  cannot  make  it — one  day  there  will  be 
elections,  and  the  present  game  of  pretend 
will  end.  Italy's  overindebtedness  and  bud- 
get problems  will  reemerge. 

If  that  happens,  a  European  money  will 
be  reduced  to  just  what  we  have  now:  a  de 
facto,  stable,  though  not  fixed,  Franco-German 
cmrency  relation  with  everybody  else  flocking 
around.  The  other  possibility?  The  dollar 
weakens,  as  it  does  with  great  regularity. 
When  that  happens,  the  fi-anc  comes  under 
pressure,  and  Fi-ance  finds  the  resulting  high 
interest  rates  and  high  unemployment  unac- 
ceptable. This  makes  for  a  replay  of  the  1992 
cuiTency  mess. 

Europeans  distrust  U.  S.  skepticism  of  the 
idea  of  a  common  money.  They  blame  it  on  an 
unwilhngness  of  the  U.  S.  to  give  up  world 
money  leadership,  hegemony,  and  all  that. 
Ten  years  ago,  that  might  even  have  been  a 
good  stoi-y.  By  now,  a  new  European  money 
already  looks  defective  and  will  hardly  chal- 
lenge the  dollar. 

It  certainly  will  not  help  Europe  restinac- 
ture  and  solve  its  labor-market  problems. 
Anyone  who  doubts  that  can  look  at  German 
interest  rates.  Ten-yeai-  bonds  offer  a  big  pre- 
mium. For  good  reason. 
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\T  ARE  THE  ISSUES? 
ternational  Paper  owns  or 
iges  over  6,000,000  acres  of 
in  America. 

ith  that  ownership  comes  a 
insibiUty  to  protect  and  care 
lis  vast,  renewable  resource, 
elieve  that  a  balance  must 
between  land  preservation 
and  utilization, 
e  know  there  are  millions  of 
e  who  rely  on  our  forestland 
fferent  yet  important  reasons, 
need  liunber  to  build  homes. 
'  need  tons  of  paper  to  run 
businesses.  Some  just  want  a 
to  go  camping  or  fishing, 
lese  are  not  complicated 
■es.  But  satisfying  them 
ves  complex  personal,  busi- 
md  global  issues, 
you're  an  environmentalist, 
nay  ask  how  the  ecology  of 
orest  will  be  safeguarded 
at  wildlife  will  always  have 
irishing  habitat.  If  you're  a 
holder,  you  may  question 
ler  International  Paper  will 
growing,  while  maintaining 
esources,  and  provitling 
•ica  with  more  and  better 
lets  in  the  future.  If  you're  a 
It,  you  may  wonder  if  your 
ren  and  your  children's 
ren  will  always  have  forests 
ich  to  experience  nature, 
■ciding  how  best  to  use  the 
n's  land  will  be  debated  for 
ries.  At  International  Paper, 
ig  the  land  better  than  we 
I  it  is  an  environmental  and 
imic  imperative  because  the 
ss  of  our  company  depends 
ucli  on  the  health  of  our 
;s  as  anything  we  do. 


WHAT  WE  ARE  DOING. 

Every  year,  we  invest 
millions  of  dollars  to  find  better 
ways  to  manage  our  land. 

(Jne  residt  is  a  new,  stronger 
family  of  pine  trees.  Devel- 
(»|icd  tlirough  a  ])rocess  of 
natural  selection,  it  j»roduces 
more  wood  per  acre  over  a 
25-year  growing  period.  We're 
planting  50  million  of  these 
SuperTree' seecUings  evei^y  year. 
By  the  year  2000,  we'll  have 
30%  more  wood  fiber  growing 
on  our  lands  than  in  1990. 

We've  entered  into  part- 
nershij)s  with  groups  like  The 
Nature  Conservancy  and  The 
Conservation  Fund,  in  addition 
to  state  and  federal  agencies. 

Results.^  We're  the  Hrst  LLS. 
company  participating  in  an 
inventory  and  protection  pro- 
gram with  the  Department  of  the 
Interior's  National  Biological 
Survey.  We  already  protect  the 
habitats  of  12  federally  hsted 
animals  and  one  plant  s])ecies 
on  our  lands.  Of  the  land  we 
own,  96%  is  available  to  the 
public  through  leasing  and 
other  programs  for  canijiing, 
liikin":,  hunting  or  boating. 


WHAT  IT  MEANS 
TO  YOU. 

Perhaps  Theodore 
Roosevelt  said  it  best: 
"The  nation  behaves 
well  if  it  treats  the  nat- 
ural resources  as  assets 
wliich  it  must  turn  over 
to  the  next  generation 
increased,  and  not  im- 
paired, in  value." 

With  this  ad,  we're 
beginning  a  dialogue 
that  will  raise  issues 
and  share  viewpoints. 

To  talk  further, 
please  call  Dr.  Sharon 
Haines,  Manager  of 
Natural  Resources,  at 
1-800-455-1046. 


INTERNATIONAL^)  PAPER 

We  answer  lo  Ihe  world. 


1992 
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WHY  LUG  THE 
PAPERWORK 
WHEN  YOU  CAN 
POCKET  THE  OFFICE! 

With  a  Psion  Series  3a  you  can  not  only  pocket  all  the 
information  squeezed  into  bulging  paper  systems — you  can 
also  download  data  from  your  PC's  wordprocessor, 
scheduler,  spreadsheet  and  database  . . .  and  work  on  it  any- 
where, anytime,  using  its  built-in  software. 

Real  power  ...  No  other  palmtop  matches  the  Series  3a's 
capabilities,  versatility  or  performance.  It's  a  powerful 
computer  with  windows,  menus  and 
icons  as  standard,  plus  the  most 
advanced  organizer  functions  around. 
But  then,  we  did  invent  the  idea  (and 
have  sold  over  one  million  worldwide).  The  latest  Series  3a 
even  has  digital  sound-bite  recording,  and  there's  an  optional 
modem  for  fax,  e-mail  and  on-line  services. 

So  easy  to  use  ...  The  Psion  Series  3a's  power  and  ease  of 
use  has  won  it  numerous  awards  and  acclaim  throughout  the 
world.  Priced  from  just  $399  and  with  up  to  2  Mega- 
bytes of  RAM  and  two  slots  for  limitless  extra  memory  and 
software,  you  just  won't  find  a  better  way  to  pocket  the  office. 

Call  1-800-99-PSION  for  more  information 
and  your  nearest  store. 
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THE  WORLD'S  NO.   I  PALMTOP 


Circuit  City  •  J  &  R  Music  World  •  Office  Depot  •  Nobody  Beats  theWiz 

Radio  Shack  •  Sears  •  Staples  •  The  Good  Guys  •  The  Sharper  Image 
and  Independent  Computer  Dealers.  Canada  —  call  5  14-98-PSION. 


conomic  Trends 


iENE  KORETZ 


[e  dollar  still 
lS  legs 

damentals  thwart  meddling 

ler  its  dramatic  spuit  over  the  past 
•nonth  or  so,  the  dollar's  apprecia- 
may  slacken  for  a  while,  warns 
)mist  Michael  R.  Rosenberg  of  Mer- 
jynch  &  Co.  But  the  direction  for 
greenback  is  still  up,  he  says. 
Tiong  the  possible  hurdles  facing 
iollar,  says  Rosenberg,  are  a  con- 
among  global  investors  that  their 
blios  may  be  too  heavily  weighted 
dollar  assets,  and  the  currency 
:et's  belief  that  the  dollar's  current 

WILL  THE  DOLUR 
RALLY  CONTINUE? 


TRADE-WEIGHTED  DOLLAR 

G-10  COUNTRIES 


IDEX:  1973=100 
;  FEDERAL  RESERVE 


*BASEO  ON  EARLY  SEPT.  LEVEL 


i  against  the  yen  and  the  mark  is 
idy  at  levels  targeted  by  U.S., 
nese,  and  German  monetary  au- 
ties.  A  third  inhibiting  factor  is  the 
mt  rally  in  U.  S.  Treasuries,  which 
'educed  real  interest-rate  differen- 
favoring  U.  S.  investments. 
)r  doUai"  pailisans,  the  good  news  is 
fundamental  forces  should  over- 
these  hui'dles  in  the  months  ahead, 
one  thing,  U.  S.  inflationary  pres- 
3  seem  to  be  subsiding,  whereas 
wage  gi-owth,  service-sector  price 
sure,  and  the  weaker  mark  seem 
^  to  boost  German  inflation  next 
Also,  U.  S.  inflation  expectations 
be  dealt  a  further  blow  if  claims 
the  U.  S.  consumer  price  index 
states  the  actual  inflation  rate  in- 
I  action  to  revise  the  index  and  cut 
jon-adjusted  government  outlays, 
ven  the  deteriorating  Japanese  econ- 
Rosenberg  also  expects  fuither  dol- 
strength  against  the  yen  in  the 
,hs  ahead.  The  Bank  of  Japan's  latest 
n  its  discount  rate  to  a  historic  low 
5%  undei'scores  its  awareness  that 
iconomy  cannot  recover  without  fur- 
monetaiy  easing  and  a  lower  yen. 


And  Japanese  investors,  faced  with  in- 
creasingly low  returns  on  financial  in- 
vestments at  home  and  the  fact  that  the 
yen's  ascent  has  finally  halted,  will  in- 
evitably move  more  funds  overseas. 


BYE-BYE, 
BANKERS 


Ranks  will  thin  and  thin  and  thin 

Only  a  few  months  ago,  the  long 
wave  of  downsizing  plaguing  U.  S. 
labor  markets  seemed  to  be  receding. 
Indeed,  the  consulting  fii-m  Challenger, 
Gray  &  Christmas  Inc.  notes  that  the 
113,393  planned  layoffs  announced  in 
the  fii"st  four  months  of  1995  were  less 
than  half  the  year-earlier  total. 

Since  then,  however,  the  tempo  has 
changed  appreciably.  Challenger  reports 
that  corporate  job-cut  plans  unveiled 
from  May  thi'ough  August  hit  155,450 — 
some  15%  above  the  same  period  in 
1994.  The  pickup  in  cuts  seems  to  stem 
from  the  resurgence  in  mergers,  par- 
ticularly in  banking.  And  it  could  esca- 
late dramatically.  A  sui-vey  of  leading 
bankers  projects  that  job  cuts  in  the 
industry  will  average  some  90,000  jobs 
annually  until  the  year  2000. 


UH-OH,  DUELING 
JOB  STATS 

Gains  may  not  be  all  that  great 

There's  something  odd  about  the  sig- 
nals being  given  off  by  the  Labor 
Dept.'s  two  monthly  employment  mea- 
sui'es.  While  the  payi'oU  sm-vey  indicates 
that  employment  is  up  a  healthy  1.18  mil- 
lion since  December,  the  household  siu"vey 
shows  an  increase  of  just  209,000 — raising 
questions  about  the  underlying  strength  of 
the  labor  market,  ■^^^^■^^^^■■■i 

Most  experts  TWO  VIEWS  OF 
regard  the  payi'oll  U.S.  JOB  GAINS 
survey  as  the  12 
more  reliable  mea- 
sure, since  it  is 
based  on  actual  o.s 
business  records 
and  is  less  volatile 
than  the  house- 
hold survey,  which 
is  based  on  inter- 
views with  work- 

1  PAYROLL  HOUSEHOLD 

mg-age     people.       survey  survey 
But      economist  amillionsofjobs 
Christopher  Low 
of  HSBC  Markets 
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points  out  that  the  household  survey 
often  picks  up  significant  shifts  in  labor 
market  conditions  earlier  than  the  pay- 
roll measure. 

That's  because  the  payroll  stats  in- 
clude an  upwai-d  adjustment  for  jobs  cre- 
ated by  business  startups  the  survey 
doesn't  catch.  Since  this  adjustment  is 
really  just  an  educated  guess,  it  can  miss 
the  boat  if  the  economy  shifts  gears. 

"The  betting  is  that  the  cmrent  large 
discrepancy  between  the  two  measures 
will  be  resolved  in  coming  months  in 
favor  of  the  payroll  siu'vey,"  says  Low. 
"But  until  and  unless  that  happens,  the 
health  of  the  job  market  will  remain 
somewhat  under  a  cloud." 


A  D+  FOR  DISMAL 
SCIENTISTS? 

Even  the  Fed's  gurus  often  goof 

By  all  counts,  the  forecasts  presented 
to  Congress  each  February  and 
July  by  the  Federal  Reserve  Board's 
Federal  Open  Mai-ket  Committee  (fomc) 
should  be  pretty  dam  good.  After  all,  as 
economist  Paul  L.  Kasriel  of  Northern 
Trust  Co.  observes:  "The  fomc  is  theo- 
retically in  the  unique  position  of  be- 
ing able  to  use  monetaiy  policy  to  in- 
fluence the  events  it  is  projecting." 

In  the  Federal  Reserve  Bank  of 
Boston's  New  England  Economic  Re- 
view, economist  Stephen  K.  McNees  as- 
sesses the  accuracy  of  fomc  forecasts 
from  1980  through  1994.  The  forecasts 
of  key  economic  variables  are  presented 
in  two  forms:  the  range  of  projections 
issued  by  individual  fomc  members,  and 
the  "central  tendency"  of  such  projec- 
tions, which  is  the  range  without  its 
high  and  low  extremes. 

Wliat's  the  score?  From  1980  through 
1994,  the  final  readings  for  real  gross 
domestic  product  ended  up  within  the 
growth  ranges  projected  in  Febiuary 
of  those  years  only  a  third  of  the  time. 
The  success  rates  of  the  July  gdp  pro- 
jections were  just  19%  for  the  ftill  range 
of  member  forecasts  and  a  fat  zero  for 
the  "central  tendency"  numbers.  That 
is,  in  no  year  did  real  gdp  end  up  with- 
in the  central  tendency  range  projected 
by  the  fomc  in  July  of  the  same  year 

To  be  sure,  the  study  found  that  the 
fomc  did  no  worse  than  leading  private 
forecasters  as  a  group  and  actually  did 
better  in  its  inflation  forecasts.  Still,  the 
results  suggest  that  anyone  who  thinks 
the  Fed  has  a  firm  gi'asp  of  the  econo- 
my's cun-ent  dii-ection  when  it  sets  mon- 
etary policy  had  better  think  twice. 
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THE 
BOTTOM  LINE 
LEADS  TO 
OHIO. 
THE 
QUICKEST 
WAY  THERE  IS 
ONLINE. 


To  do  business  in  this  diverse  and  growing  market,  you  need  Online  Ohio.  •  Tap  into 
this  area  on  Business  Week  Online,  located  behind  the  "Offers  and  Info"  icon  on  the 
opening  screen.  You'll  find  market  intelligence  on  Ohio  and  Ohio-based  companies 
that's  timely,  authoritative  and  instantaneous.  •  Best  of  all.  Online  Ohio  is  highly 
interactive — you  can  send  messages  to  state  officials  and  participating  companies,  and 
request  additional  information.  •  Don't  miss  this  opportunity  to  explore  this  new  and 
unique  resource  starting  September  25.  If  you  are  not  currently  an  America  Online 
subscriber,  call  1-800-641-4848  to  receive  a  trial  diskette,  including  10  free  hours  on  AOL 
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From  his  office  in  downtown 
Columbus,  Ofiio  Governor  George 
Voinovich  couldn't  see  Cleveland  with  a 
telescope.  But  the  governor  can  be  for- 
given an  occasional  glance  toward  the 
city  he  helped  rejuvenate  during  his 
years  as  mayor  there.  Because 
Voinovich,  now  in  his  second  term  as 
governor,  has  used  the  same  vision  of 
business  success  that  polished  the  rust 
off  Cleveland's  economic  reputation  as 
his  model  for  running  the  state.  The 
results  have  been  impressive. 

The  state  of  Ohio  once  again  leads  the 
nation  in  attracting,  keeping  and  devel- 
oping business.  For  the  second  year  in  a 
row.  Site  Selection  magazine's  survey  of 
business  development  in  the  U.S.  ranked 
Ohio  a  strong  number  one,  beating  out 
even  the  traditional  growth  centers  of 
the  Sunbelt  states.  In  1994,  Ohio's  expan- 
sion activity  added  up  to  more  than  the 
combined  total  of  28  states  (and  the 
District  Of  Columbia)  with  a  population 
of  more  than  125  million  people. 


"Ohio  has  a  commitment 
to  entering  the  21st 
Century  as  a  leader, 
not  just  in  this  country, 
but  in  the  new  arena 
of  global  business 
competition. " 


1994  EXPANSION  ACTIVITY 


California 
North  Dakota 


New  York 

South  Dakota 

New  Jersey 

Pennsylvania 

New  Hampshire 

Alaska 

Idaho^ 

Delaware 

Connecticut 

Washington 

Utah 

Illinois 

Rhode  Island 

Hawaii 

Wyominc 

District  Of  Columbia 

Coiorado 

Oregon 

New  Me) 

Massachusetts 

Vermont 

Montana 

Marylanc 

Maine 

Arizona 

Nebraska 

Kansas 

The  above  states  combined  =  901  n^w  and  expanded  corporate  faci 

911 

Source:  S/fe  Selection  1 

Oh, 
what 


The  Timken  Company  operates  we  have  invested  some  six  hundred 

some  100  plants  and  offices  in  22  miUion  dollars  in  new  and  improved 

countries  on  six  continents.  Our  manufacturing  operations  in  Ohio, 

products  are  sold  all  over  the  world.  We  are  proud  to  be  in  the  state 

But  Ohio  is  our  home — and  has  been  we're  in. 
since  1902. 

Ohio  is  home  to  our  corporate 
headquarters,  research  center,  13  plants 

in  8  different  communities,  and  8,000     ^ 

valued  associates.  Over  the  past  decade,  worldwide  leader  in  bearings  and  steel 

TO  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY,  CALL  (216)  471-3820 
Timken  is  a  registered  trademarlt  of  The  Timken  Company. 
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NORTHEAST  OHIO'S  ROGKIN'  RENAISSANQ 

The  community  builds  on  its  revitalized  manufacturing  bas: 

AND  emerging  SERMCE  AND  TOURISM  SECTORS 

Ha\c  you  heard  the  news?  Northeast 
Ohio's  roekin'  today.  Arehiteet  I.M. 
I'ei's  jewel  of  a  design  for  the  S*)2 
milHon  Koek  and  Roll  Hall  of  Fame  at  last 
sparkles  on  the  shores  of  the  North  Coast. 
The  signature  glass  tent  that  soars  14  sto- 
ries above  Lake  Erie  stands  as  the  most 
reeent  symbol  of  Northeast  Ohio's  equally 
inspiring  renaissanee. 

Want  a  tieket  to  a  (Cleveland  Indian's 
ganieV  Forgedaboudit!  The  Tribe  now  thrills 
soldout  erowds  at  the  state-of-the-sport 
Jaeobs  Field,  part  of  the  S435  million 
Oateway  sports  and  entertainment  eomple.x 
that  represents  one  of  the  region's  largest 
publie-pri\ate  eeonomie  de\elopment  pro- 
jeets.  In  faet,  the  red-hot  Indians"  rise  from 
the  Ameriean  League  eellar  to  pennant 
contention  neatly  parallels  the  region's 
resuri^enee. 

Yes,  Virjiinia,  the  statute  of  limita- 
tions has  expired  on  jokes  aimed  at 
Cleveland  when  its  embattled  downtown 
endured  some  down  times  during  the 
7()s  and  early  'SOs.  Today,  the  infamous 
inflammable  Cuyahoga  River  has  been 
reignited — this  time  with  one  of  the  most 
dbrant  entertainment  districts  in  the 
Aorld,  "the  Flats." 

Nearly  one-fourth  of  the  more  than 
billion  being  invested  in  current  and 
ilanned  development  downtown  is  slated 
'or  Public  Square,  site  of  the  historic 
Power  City  shopping  and  office  center. 
The  Warehouse  District  draws  erowds  and 
■esidents  with  restaurants,  upscale  apart- 
Tients  and  boutiques.  Playhouse  Square 
diowcascs  national  acts  in  four  elegantly 
"cstored  theaters  from  the  I920's  and 
3()s  that  comprise  the  third  largest  per- 
brminf*  arts  center  in  America. 

As  the  nation  prepares  for  the  chal- 
enges  of  the  2 1st  centuiy,  Northeast 
)hio  has  emerged  as  a  shining  example  of 
I  post-industrial  region  that  has  blasted 
)ff  the  rust,  yet  retained  its  hearty  charac- 
er.  Indeed,  this  thrivinj^  community  has 
ought  hard  for  more  than  two  decades  to 
ebuild  its  ph\sical  and  economic  core 
md  revive  its  proud  image,  accumulating 
eeolades  along  the  way  faster  than  you 
an  say  "Comeback  City": 

I  Achieved  unprecedented 
rank  as  five-time  winner  of  the  Naticmal 


.Idcohs  l  itld  (iiul  (.((/((/ .\rena,  completed  in  drau'  sell-out  croicds  lo  die  ,V 

ftullioii  si)orts  and  entertainment  amiplex  and  surrounding  businesses. 
Photoiiraphy  provided  by  Mort  Tucker 


Ci\'ic  Lcai^uc's  prestigious  All-America 
( 'itv  Award 

■  Named  one  of  the  USA's  TOP  10  Cities 
for  U.S. -based  Global  Companies  by 
World  Trade  Ma<^a':.ine 

■  (]ited  by  President  (  ]linton  as  "a  model 
for  economic  growth  throughout  the 
countPi" 

■  Listed  as  one  of  the  best  cities  in  which 
to  start  and  own  a  small  business  by 
IX(j.  magazine,  with  6,()()()  business 
startups  occurring  each  year 

■  Ranked  in  the  top  5  percent  of  North 
America's  metropolitan  areas  by /%ces 
Rated  Almanac 

The  most  exciting  news  is  that — 
whether  related  to  the  blues,  baseball  or 
business— the  intangible  enthusiasm 
coursing  throughout  the  region  is  here  to 
stay.  You  sec,  it  is  all  founded  on  a  rock- 
solid  base  of  re\italizcd  manufacturing,  an 
impro\ed  economic  situation,  a  growing 
scn  iee  sector  and  a  rapidly  expanding  rep- 
utation as  a  fun-filled  vacation  destination. 

(jonsider  these  facts:  Northeast  Ohio 
accounts  for  approximately  40  percent 
of  Ohio's  business  activity.  Greater 
Cleveland  currently  possesses  the  9th 


largest  industrial  market  in  the  U 
with  more  than  6,000  manufaeturii 
concerns  representing  roughly  75  pf 
of  all  Standard  Industrial  Classificat: 
According  to  a  1994  study  by  Site 
Sekctum  magazine,  the  Cleveland  ai 
ranked  third  among  the  nation's  32 
metropolitan  areas  in  new  facility  an 
business  c-vpansion. 

Moreov  er,  scn  iee  jobs  now  comp 
32  percent  of  Greater  (Cleveland's  en 
ment,  while  manufacturing  jobs  claii 
percent.  This  diversification  of  its  eco: 
base  has  created  a  whole  new  array  c 
trade  and  investment  options  for  the 


The  S'J2  milli<m  Rock  (md  Roll  Hall 
Fame  (md  Museitm.  located  at  Non 
('oast  IIarl)or  on  Lake  Erie,  openet 
SefHember  1995. 

Photography  provided  by  Mort  Tu 
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Atlclitionally,  the  city  li;is  a  skilled 
ree  in  excess  of  900,000,  and  it  is 
as  the  13th  hirsjest  consumer 
in  America  with  44  percent  of  all 
luseholds  in  a  .SOO-mile  radius, 
.neland  has  become  an  incrcasin,i;ly 
ive  place  for  business  expansion 
oeation,  and  we're  well  positioned 
pete  in  the  global  markctini;;  emi- 
it  of  the  199()s,"  says  Mayor 
I  R.  WTiite.  "One  reason  for  this 
■  has  been  the  spirit  of  cooperation 
a  our  public  and  private  sectors." 
opie  here  joined  toj^ether,  setting 
[;rsonal  agendas  to  build  a  new  city 
a  j^reat  place  to  visit,  a  fireat  place 
Lisincss  and  a  j^rcat  place  to  li\e," 
jvernor  George  V.  Voinovieh. 

(EAST  Ohio  Region 
IS  Up  Economy 

rnationally  acclaimed  as  The  New 
an  City,  Cle\eland  has  primed  the 
Northeast  Ohio  region  for  a  new 
s  revolution.  To  Cleveland  and 
ga  County's  west,  Lorain  (Jounty 
^  dedicated  to  hea\y  industry-,  and 
ICS  to  reinvent  itself  through 
ing  new  kinds  of  technologies, 
ts  and  businesses  as  well  as 
ing  its  infrastructure  and  cxplor- 
3vati\c  partnerships. 
;  were  using  the  team  concept  in 
before  teams  became  fashionable," 
orge  Manos,  assistant  to  the 
nt,  USS/KOBE  Steel.  "We've  got 
e  from  the  Lorain  County 
sr  of  Commerce  to  business  to 
on  getting  together  to  rebuild  our 
nity  and  position  oursehes  for 
into  the  21st  centur)." 
he  east.  Lake  ('ounty  may  be 
smallest  county,  but  it  has  a 
il  economic  presence,  a 
ment  to  high  technology  and 
usiness,  and  a  definite  world  view, 
the  leading  export  counties  in  the 
-ake  presently  ships  c\eiTthing 
lemieal  additi\cs  and  automoti\e 
0  pressure-sensitive  materials, 
in  prevention  systems  and  small 
ecs  around  the  world, 
ke  County  has  large  and  small 
ises,  which  represent  both  manu- 
ig  and  senice  concerns,"  says 
arlcnga,  vice  president  of  Zarlcnga 
ics.  Inc.  "We  ha\c  such  a  di\crsc 
tf  industr}'  that  companies  and 
ers  alike  can't  help  but  find  some- 
)  fit  their  needs." 
ither  of  Cleveland's  eastern  neigh- 


bors, Geauga  County,  blends  centuries- 
old  agriculture  with  21st  century  manu- 
facturing operations,  producing 
eventhing  from  kitchen  cabinets  and 
Amish  cheese  to  molds  for  polymer  prod- 
ucts. Richard  Coyne,  general  manager  of 
Jaco  and  Martone,  an  area  business, 
says,  'A\4iat  we  like  best  about  the  county 
is  the  feeling  that  we  ha\e  room  to  expand, 
and  we  ha\e.  Our  business  is  grow  ing, 
and  we  couldn't  have  done  that  at  our 
former  location." 

Known  as  the  "Polymer  Valley" 
because  it  is  the  world's  leading  polymer 
research  and  manufacturing  center. 
Northeast  Ohio  is  home  to  more  than 
1,200  companies  engaged  in  the  manu- 
facture of  coatings,  plastics,  resins, 
molds  or  extrusions.  The  North  ('oast 
region  also  numbers  advanced  machiner\' 
and  equipment,  biotechnology  and 
medical  products,  headquarter/adminis- 
trative office  operations,  aerospace 
industries  and  real  estate/development 
investment  amongst  its  key  markets. 
Some  300+  industrial  research 
laboratories  combine  with  NASA  Lewis 
Research  Center  and  22  area  universities 
and  colleges  to  make  Northeast  Ohio 
one  of  the  top  R^;l)  centers  in  the  world. 

Tourism  Attr.\cts  People 
Fro.m  Mound  the  World 

If  seeing  is  believing,  people  from  all 
over  the  globe  are  opening  their  eyes  to 
this  remarkable  rebirth.  In  fact,  visitor 
inquiries  are  up  1 14  percent  over  1994. 
lUisiness  leaders  across  the  country 
recognize  the  area's  tremendous  achieve- 
ments and  powerful  grow  th  potential.  Of 
course,  in  addition  to  an  explosive  econo- 
my, there's  plenty  of  fun  to  be  had  in  this 
fast-growing  tourist  mecea. 

With  the  opening  of  the  Rock  and 
Roll  Hall  of  Fame  and  .Museum  in 
Cleveland  and  hnenture  Place  (Inventors 
Hall  of  Fame)  in  Akron  to  complement 


the  venerable  NFL  Football  Hall  of  Fame 
in  Canton,  the  region  has  earned  the 
moniker,  "the  national  hall  of  fame  corri- 
dor." Next  year,  the  S55  million  Great 
Lakes  Science  Center,  featuring  exhibits 
on  science,  the  environment  and  technol- 
ogy, will  open  beside  the  Rock  Hall.  And 
all  the  amusements  of  Cedar  Point,  Sea 
^\'orld  and  Geauga  Lake  are  within  an 
hour  and  a  half  of  downtown  (]le\'eland. 

Just  east  of  downtown,  University 
{'irele  encompasses  the  nation's  largest 
concentration  of  museums  and  cultural, 
educational  and  religious  institutions, 
including  the  magnificent  ('Icveland 
Museum  of  Art  and  Se\  erance  Hall,  home 
of  the  world-renowned  Clc\cland 
Orchestra.  Nearby,  the  (]leveland  Play 
House  is  the  oldest  operating  regional 
theater  in  the  U.S..  and  Karanui  House  is 
the  nation's  oldest  African-American 
cultural  institution.  You  can  even  find 
Cle\eland  on  the  \\'orld  Wkk  Web  by  con- 
tacting http://ww.clcvcland.()h.us. 

To  foster  further  growth  of  business 
and  tourism,  (Cleveland  is  conuiiitted  to 
increasing  air  traffic  through  Hopkins 
International  Airport,  which  already 
sencs  as  a  major  hub  for  Continental 
Airlines  and,  along  with  two  other  com- 
mercial airports  in  the  region,  offers  an 
average  of  370  daily  direct  and  connect- 
ing flights  to  domestic  and  international 
destinations. 

(vlexcland  will  ha\e  an  ideal  opportuni 
ty  next  year  to  show  off  the  rich  heritage 
and  remarkable  recent  accomplishments 
of  the  region  when  it  celebrates  its 
Bicentennial.  In  1S96,  when  the  city 
recorded  its  lOOth  birthday,  Cle\eland 
was  acknowledged  as  an  industrial  giant. 

Now,  the  Bicentennial  will  highlight 
the  dramatic  success  stoiy  that  reveals 
Cleveland  and  the  North  (]oast  Region  as 
a  pr()gressi\e,  post-industrial  powerhouse 
—a  New  American  City  ready  to  lead  the 
world  into  the  next  centur\'. 


All  >/iv  IxHit  iiiiliHiiLs  c(trf>o  oil  tlw  ( hiydlwiid  Rivur  m  (Jcvclcuul  W  orks  -  LT\  '  Steel. 
l'hot()fir<(phv  provided  hv  Dave  /ie/ifc 


Ohio's  Jobs  Bills: 
A  Formula  For 
Prosperity 

When  Consolidated  Stores 
Corporation  decided  to  expand  its 
Columbus-based  distribution  center,  the 
icompany  became  a  test  case  for  the 
'government-business  partnership 
touted  by  Ohio's  government  leaders. 
'The  question  was:  how  can  the  state 
Ihelp  us  expand  our  business  and  create 
'new  jobs?  The  answer  came  in  the  form 
of  a  70%  tax  credit  over  ten  years  to 
|help  the  company  finance  its  $25.8 
'million  project.  Consolidated's 
(Contribution  to  the  partnership:  200  new 


Special  Advertismg  Section 

jobs  created  and  1,545  jobs  retained. 

Consolidated  is  just  one  of  294  Ohio 
companies  that  have  expanded  or 
relocated  in  the  state  since  February 
1993,  in  large  part  because  of  the 
financial  incentives  offered  under  Ohio's 
"Jobs  Bills."  That  adds  up  to  a  $3.6 
billion  investment  in  the  state  and  the 
creation  of  34,020  new  jobs  and  44,594 
retained  jobs. 

The  first  two  versions  of  the  Jobs  Bills 
provided  for  a  wide  variety  of  tax  incen- 
tives, ranging  from  research  and  devel- 
opment measures  to  export  tax  credits. 
The  strategic  base  of  the  bills,  however, 
lay  in  the  Job  Creation  Tax  Credits 
included  in  them.  The  tax  credits 
provided  for  an  attractive  government- 


business  trade-off:  if  business  will  i 
mit  to  creating  more  jobs,  governm'i 
will  commit  to  tax  incentives  that  a; 
true  financial  asset  for  a  company. 

The  latest  version  of  Ohio's  busii;; 
enhancement  initiative,  Jobs  Bill  111 
attempts  to  build  upon  the  momen  i 
created  by  the  hrst  two  bills  by 
revamping  huge  portions  of  the  st^i 
tax  code  to  create  a  more  business 
friendly  environment,  while  helpini  i 
communities  and  distressed  region' 
the  state  gain  greater  control  ovet  i 
economic  development  agendas.  A 
same  time,  the  measure  puts  some 
muscle  behind  efforts  to  remove  th 
bureaucratic  obstacles  that  have 
hindered  business  growth  in  the  pc 


OHIO'S  JOBS  BILLS  AT  A  GLANC: 

Just  A  Few  Highlights  Of  Ohio's  Jobs  Creation  Measures 


Job  Creation 
Tax  Credit 


Export  Tax  Credit 


Research  And 
Development 
Tax  Credit 

Investment 
Tax  Credit 


Encourages  investment  and  job  creation  by  givin^ 
a  tax  credit  based  on  the  state  income  tax  paid  by  ■< 
full-time  employees.  The  amount  of  the  tax  credit  i3 
be  up  to  1 00%  for  ten  years.  So  far,  the  Job  CreatH 
Tax  Credits  issued  have  ranged  from  40-80%. 

Rewards  companies  that  expand  export  activity  t 
granting  them  eligibility  to  claim  up  to  a  10%  crec; 
pre-tax  profit  from  the  expanded  export  operatior 

Companies  that  purchase  equipment  for  researcl. 
and  development  activities  are  exempt  from  states 
county  sales  taxes  normally  paid.  Exemption  covri 
equipment  used  in  either  directed  or  pure  reseam 

Gives  tax  credits  for  7  1/2%- 13  1/2%  of  a  compar 
investment  in  productivity  enhancing  machines  a:t 
equipment. 


four  of  America's  Sea  World  Marine  Life  Parks,  like  this  one  in  Aurora,  Ohio,  use  vane-type  actuators  especially  designed  by  Parker  to  control 
underwater  gales  that  enable  the  killer  whales  and  dolphins  to  enter  and  exit  their  pools.  Shown  are  Bruce  Kohlmeyer,  the  Manufacturing 
nager  of  Parker's  Wadsworth.  Ohio  Division  where  the  actuator  was  designed  and  developed  -  and  his  family  -  with  Shaiuu  the  killer  whale. 


Photo  courtesy  Sea  World  of  Ohio. 


Parker...  deep  in  the  heart  of  it  all. 


a  global  leader  in  manufacturing 
ition-control  products.  Parker 
nnifin  is  deep  in  the  heart  of  many 
the  thmgs  that  make  modern 
;  possible. 

Parker  products  help  keep  jet  planes 
ing.  trucks  rolling,  printing  presses 
nting,  factories  running  and  even 
le  kids  smiling. 

In  fact,  Parker  supplies  800  product 
es  for  hydraulic,  pneumatic  and 
ctroniechanical  control  in  some 
100  industrial,  automotive  and 
■Qspace  applications. 


We  are  also  proud  to  be  thriving 
in  the  state  that's  deep  in  the  heart  of 
it  all  -  Ohio! 

Parker  was  founded  in  the  Greater 
Cleveland  area  in  1918  and  has  been 
headquartered  here  ever  since. 

Of  the  31,000  people  Parker  employs 
globally,  over  4,600  are  living  and 
working  in  Ohio.  Of  the  151  manufac- 
turing plants  that  we  operate  around 
the  world.  21  are  located  in  Ohio.  The 
American  work  ethic  thrives  here.  So 
does  education  and  a  strong  devotion 
to  community  and  family  life. 


Innovative,  energetic  employees 
like  the  ones  we  find  in  Ohio,  have 
helped  us  increase  our  sales  24.8% 
to  over  $3.2  billion  in  1995,  with 
record  earnings. 

So  the  next  time  you  drive  to  work, 
fly  in  a  plane,  read  a  magazine,  or  even 
go  to  a  theme  park,  think  about  us. 
Parker  Hannifin.  A  company  deep  in 
the  heart  of  it  all. 

Write  for  our  annual  report:  Parker 
Hannifin  Corporation,  Dept.  BW-95, 
1735  Euclid  Avenue,  Cleveland,  OH 
44122-1290. 


Leading  in  vital  tectinologies 


PH-NYSE 


Export  Growth 

Even  before  the  latest  Jobs  legislation 
.passed,  the  effort  at  a  more  realistic  and 
efficient  government-business 
relationship  was  reaping  benefits. 

A  prime  example  is  the  advances  Ohio 
(manufacturers  enjoyed  in  export  trade, 
a  key  target  of  the  initial  Jobs  Bill.  More 
American  manufacturers  are  now 
exporting  from  Ohio  than  any  other 
state.  In  1994,  1,732  of  the  state's  2,575 
manufacturers  (67%)  were  engaging  in 
pome  form  of  export,  an  impressive 
figure  that  World  Trade  magazine  said 
(  Validates  Ohio's  standing  as  a  world- 
plass  state."  Other  analysts  have 
idescribed  Ohio  as  "visionary"  in 
creating  an  "export-friendly"  state.  The 
state  is  the  only  one  in  the  U.S.  to  offer 
the  innovative  incentive  of  the  Export 
Tax  Credit,  which  has  had  the  effect  of 
demonstrating  both  the  ease  and  the 
advantage  of  exporting.  Whatever 
description  is  used,  the  bottom  line  of 
the  story  is  simply  that  Ohio  manu- 
ifacturers  are  selling  more  of  their 
products  because  they're  now  selling 
:o  the  world. 
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1  State/Rank 

Total 

Exporters 

Total             %  ManufactL 
Manufacturers  That  Export 

1.0HI0 

1,732 

2,575 

67% 

2.  California 

1,609 

2,709 

59% 

3.  Illinois 

1,602 

2,500 

62% 

4.  Pennsylvania 

1,393 

2,344 

59% 

5.  Michigan 

1,250 

1,837 

68% 

6.  Indiana 

976 

1,562 

62% 

7.  Texas 

866 

2,177 

40% 

8.  New  York 

766 

1  889 

*T  1  /O 

9.  Wisconsin 

719 

1,105 

65% 

10.  Georgia 

674 

1,349 

48% 

Source:  World  Trade  Magazine 

Reforms  At  Home 

The  Voinovich  administration's  pledge 
to  clean  up  Workers  Compensation 
regulations,  a  long-time  business 
community  irritant,  led  to  a  series  of 
sweeping  reforms.  The  result  was  a  7.3% 
drop  in  average  workers  comp  premium 
levels  as  of  July  1,  a  reduction  of  $120 
million  in  the  premiums  paid  by  Ohio's 
employers.  Under  the  reforms,  the 
Bureau  of  Workers  Compensation  itself 
was  able  to  wipe  out  a  14-year  deficit, 
and  as  of  September  1,  the  Bureau 
reports  directly  to  Governor  Voinovich, 
so  reform  can  be  institutionalized. 

"The  reforms  in  Workers 
Compensation  are  a  good  example  of 
how  the  state  of  Ohio  is  doing  more  than 
just  paying  lip  service  to  working  with 
business,"  says  Roger  Geiger  of  the 
National  Federation  of  independent 
Businesses.  "The  state  has  a 
commitment  to  being  a  more  'user 
friendly'  place  to  do  business." 

Communicating  that  commitment  is 
the  responsibility  of  the  state's 
Department  Of  Development,  headed  up 


by  Don  Jakeway  "We're  here  to  tell 
business  people  what  Ohio  has  to  cc 
them,  find  out  what  else  they  need,ii 
then  do  our  best  to  go  get  it  for  th'^ 
Jakeway  says. 

The  national  and  world  commuiii 
appears  to  be  recognizing  the  succ(S 
the  Department's  efforts.  The  Ame:' 
Economic  Development  Council  ni 
honored  the  Department's  work  wit  I 
awards  for  marketing  the  state's 
business  climate.  And  the  Departm 
was  the  only  state  agency  to  make 
Selection  magazine's  top  ten  list  of 
outstanding  development  groups  di  . 
the  world. 

"The  state's  Department  Of 
Development  gives  business  a  true 
partner  in  pursuing  growth  and 
success,"  says  John  Pepper,  Chief 
Executive  Officer  of  Procter  &  GamI? 
"The  people  who  staff  the  Departm 
are  united  in  an  understanding  of  ail: 
commitment  to  the  needs  of  busine; 
and  in  implementing  a  strategy  thai 
good  for  business.  They're  allies  ral^i 
than  adversaries." 


HOT  SPOT 

For  Business  Development, 

FIMDLAy 

Ohio's  #1  Micropolitan  Community 

Marathon  Oil  Company,  Cooper  Tire  &  Rubber  Company,  OHM 
Corporation,  Whirlpool  Corporation,  Harris  Corporation,  Dow 
Chemical,  and  many  other  major  corporations  have  found  Findlay, 
Ohio  to  be  the  perfect  place  to  conduct  world-wide  business,  and... 
Relax,  Raise  a  Family,  and  Enjoy  Life. 

Findlay  blends  cutting  edge  communication  technology  with  an 
unparalleled  spirit  of  cooperation  between  the  public  and  private  sectors 
to  produce  a  world-class  business  environment. 

See  for  yourself  why  Findlay  is  Ohio's  HOT-SPOT  for  Business 
Development.  Contact  Foundation  President,  John  L.  Kovach  for  a 
confidential  discussion  of  the  opportunities  available. 

Access  information  about  Findlay  through  Ohio  ON-LINE. 


Community  Development 

Foundation  " 's  jjes"  ov"^" 

Municipal  Bldg.  Rm.  310  Findlay,  Ohio  45840  •  (419)  424-7095  •  Fax  (419)  424-7245 
Ohio  Department  of  Development  1-800-345-OHIO 


jOhio's  Global 
Growth 

'  If  Ohio  were  a  country,  it  would  rank 
^as  the  world's  16th  largest  economy, 
'illustrating  its  standing  in  the  global 
marketplace.  But  a  true  indicator  of  the 
'state's  move  into  the  worldwide  business 
'atmosphere  is  revealed  in  the  recent 
'figures  on  the  number  of  Ohio  companies 
'that  actually  deal  in  the  global  market. 
'  Ohio  has  become  the  number  one 
'export  state  in  the  U.S.,  based  on  the 
jnumber  of  manufacturers  who  export 
^their  goods.  More  than  two-thirds  of  all 
Ohio  companies  with  more  than  100 
'employees  now  sell  their  products 
'abroad,  it  means  that  a  state  with  a 
'population  of  1 1  million  people  has 
Ijecome  the  nation's  leader  in  moving 
'u.S.-made  goods  into  foreign  markets. 

Success  in  that  arena  can  signihcantly 
Yaise  the  stakes  for  American  companies 
'Jand  their  employees.  A  recent  report  by 
the  National  Association  of  Manufacturers 
l^howed  that  workers  at  exporting 
I  companies  earn  an  average  of  \5%  more 
|in  pay  and  33%  more  in  benefits  than 
■their  counterparts  at  non-exporting 
jcompanies.  The  report  also  revealed 
ithat  employees  of  exporting  companies 
lare  30  to  50%  more  productive,  better 
iskilled  and  trained,  and  have  greater  job 
stability.  In  essence,  companies  realize  a 


greater  value  in  the  employee  base  when 
the  workers  themselves  are  "world-class." 

And  exports  are  clearly  trending 
upward.  The  same  report  showed  that 
during  the  past  ten  years,  exports  have 
accounted  for  about  one-third  of  all 
economic  growth  in  the  U.S. 

The  growth  of  export  business  in  the 
Buckeye  State  has  been,  in  large  part,  a 
result  of  Ohio's  incentive  programs.  The 
Jobs  Bills  contained  major  measures  that 
provided  refunds  on  state  corporate  and 
franchise  taxes  when  companies 
increased  export  sales.  That,  coupled 
with  an  aggressive  effort  to  recruit  more 
exporters,  and  innovative  programs  to 
simplify  the  export  process,  have  given 
large  and  small  companies  alike  access  to 
valuable  new  markets  previously  ignored. 

"We've  aggressively  pursued  com- 
panies that  haven't  exported  in  the  past," 
says  the  Department  of  Development's 
Don  Jakeway.  "We're  able  to  show  them 
how  the  state  can  make  exporting  both 
easier  and  more  profitable." 

One  way  of  making  the  process 
simpler  lies  in  the  information 
technology  Ohio  offers  its  companies. 
The  Ohio  On-Line  Export  Directory  is  an 
interactive,  computer-based  catalogue 
that  displays  products  and  services 
needed  in  world  markets,  as  well  as 
information  on  state  programs  available 
to  get  export  trade  moving. 

While  the  economic  incentives  for 
export  have  proved  highly  attractive  to 
Ohio  companies,  the  state's  targeted- 
industry  approach  to  help  grow  world 
markets  goes  back  several  years.  Honda 
originally  planned  only  a  motorcycle 
plant  when  it  decided  to  open  U.S. 
operations  back  in  the  1970's.  But  after 
seeing  the  state's  Transportation 
Research  Center,  a  facility  for  the  testing 
and  development  of  transportation 
products,  Honda  officials  decided  to  add 
some  wheels.  Today,  Honda  employs 
10,000  workers  in  the  state  at  an  engine 
plant  and  two  auto  production  facilities. 

"Ohio  showed  us  that  it  was  willing  to 
put  some  meaningful  support  behind  its 
business  efforts,"  says  Susan  Insley, 
Senior  Vice  President,  Honda  Of  America 
Manufacturing. 

That  feeling  may  be  the  reason  Ohio 
ranks  sixth  in  the  nation  in  Fortune  500 
companies  that  have  their  corporate 


headquarters  in  the  state.  Names  li; 
Rubbermaid  (Fortune's  Most  Admirl 
Company  two  years  in  a  row),  Gooce 
Procter  &  Gamble,  Parker  Hannifin, 
Timken,  TRW,  Worthington  Industris, 
Dana  Corporation,  and  The  Limited! 
make  their  corporate  homes  in  Ohi 
Other  major  companies,  like  ABB,  Fr( 
G.M.  and  G.E.  maintain  a  huge  presdc 
in  the  state.  Recent  major  expansic  , 
Ohio  by  companies  like  Cooper  Tin 
Spiegel  were  the  result,  say  market 
experts,  of  an  understanding  that  Ci( 
was  serious  about  giving  business  te 
tools  to  prosper. 

Names  With  A  Major  Preseme 
On  Ohio's  Business  Scene 

Huntington  Bancsliares  Inc. 
American  Electric  Power 
Worthington  Industries 
The  Scotts  Company 
Consolidated  Stores 
American  Greetings 
Cincinnati  IVIilacron 
Procter  &  Gamble 
Bob  Evans  Farms 
General  Electric 
General  Motors 
Compuserve 
Rubbermaid 


The  LimilS 
Cooper li 
Banc  On( 
Goodyea 
Chrysler 
Borden 
IHonda 
Dana 
Ford 


"The  state's  leaders  have  shown  e 
willingness  and  the  courage  to  crea 
wealth  for  the  citizens  of  the  state  t 
making  an  investment  in  a  better 
business  climate,"  says  Frank  Wobs 
Chairman  and  Chief  Executive  Offic'i 
Huntington  Bancshares  Inc. 

It  is  not  just  the  big  names  taking 
advantage  of  that  better  business 
climate.  Companies  like  Bry-Air,  thsni 
not  yet  be  worldwide  names,  have  « 
impressive  growth  in  the  past  sevei! 
years,  largely  because  of  the  incent^s 
and  support  the  state  provides. 

"For  a  smaller  company  like  ours 
Ohio  offers  a  tremendous  advantag ' 
says  Bry-Air's  Paul  Griesse.  "We've  -t 
able  to  use  the  resources  the  state  <fe 
to  grow  both  locally  and  in  the  worl 
marketplace." 


Your  Business  Is  Growing.  Congratulations. 
Who's  Going  To  Do  All  The  Work? 


all  IxH'ii  workiiif; 
hanl.  And  it  s  [)a\ iiii;  oil. 
Hand^diiit  K  .  Ill  fact,  your 
liusini  ss  is  doing  so  wi'll.  it  s 
ai  tiiallv  rri-att'd  a  |>l<'a>;iiil 
pi'olileiii  -  \i)U  iifcd  iiiorr 
help.  But  von  don  I  in-l 
want  bodies  in  otTic  c^,  '^oii 
want  people  whu  can  --tep 
in.  take  charge,  and  do  I  heir 
johs  as  well  as  the  people 
von  alreadv  lia\e. 

That  s  wiiere  we  come  in. 


^e  re  \onr  --tafring  partner. 
M  a  II. I  gem  CM  I  Hecr  11  iters 
liilcriial  loiial.  I  lie  nation  s 
leader  ill  permaiKMit,  llexilile. 
and  righl-dt  stalfing  sohi- 
lioii>.  W  ith  o\  er  600  offices 
and  ^i.OOO  recruiters,  w  e  re 
|ioisi-d  uitli  our  coniprelicn- 
•-i\ e  net  work  to  f  ullill  vour 
|H'rinanenl  placement  needs. 

Our  Sah's  (ionsultaiits 
iii\  i^ioii  ^pi-cializes  in  >ales 
prole>>.ioiials.   For  "'infor- 


mation s\  stems"  jtersoiiiiel. 
turn  to  our  (lonipiiSearch 
specialists.  Uirice Mates  r>' 
helps  you  flntl  adiiiinislra- 
ti\e  and  office  support 
|(ersonnel.  And  our  Manage- 
ment Recruiters  (li\  ision 
has  more  search  specialists 
for  more  in(ln>trie>  than 
an\  one. 

\i>ii  see.  at  MRI.  we  re  here 
to  help  \  (HI  grow.  Especially 
when  you  re  growing. 


Sales  (!i>iisiiltaiit 

Maiia^eiiK-iil 
Reri'iiilers 

(i<>ni|iii8<'ai'<'li 

OfficeMates  5 


M^l  Intelligent  Staffing  Solutions. 


Chjirnun  \  CEO 


{  THE  BF  GOODRICH 
f  COMPANY 

j  A  Proud  Heritage— An 
\       Exciting  Future 

I   BFCooclrich  is  a  company  with  a  proud 
■lieritage.  For  125  years  the  company  has 
,built  its  reputation  on  quality  products, 
^customer  service  and  technical  excellence. 
i[  The  company's  legacy  extends  to  Dr. 
iBenjamin  Franklin  Goodrich,  who  established 
iSthe  first  rubber  company  west  of  the  Allegheny 
^Mountains  in  Akron  in  1870.  Since  that 
itime,  BFGoodrich  has  expanded  its 
ilmanufacturing  and  marketing  activities 
throughout  Ohio  and  the  world. 

No  longer  a  tire  manufacturer,  today 
BFGoodrich  provides  aircraft  systems, 
components  and  services  and  manufactures 
ispecialty  chemicals. 

BFGoodrich  has  been  building  on  its  core 
'j\  specialty  aerospace  businesses  since  the 
iiid-1980s.  BFGoodrich  Aerospace 
provides  landing  systems,  safety  systems 
3nd  aircraft  sensors  and  related  equipment 
:o  aircraft  manufacturers  and  operators 
A/orldwide.  BFGoodrich  Aerospace  also 
provides  aircraft  maintenance,  repair  and 
overhaul  services  through  an  expanding 
network  of  service  centers. 

BFGoodrich  also  has  been  expanding 
ts  specialty  chemicals  businesses. 
3FGoodrich  Specialty  Chemicals  provides 
specialty  plastics,  specialty  additives,  sealants, 
;oatings  and  adhesives.  These  products  are 
jsed  in  a  broad  range  of  applications  from 
elecommunications  equipment  and  con- 
.truction  materials  to  pharmaceutical  and 
)ersonal  care  products. 

For  more  information  about  The  BFGoodrich 
'Company,  please  call:  (216)  374-3557. 


:>pecial  Advertising  section 


You  will  discover  Ohio's  best  oppor- 
tunity and  an  excellent  business  climate 
in  Guernsey  County.  Beyond  our  high- 
way advantages,  beyond  the  productive 
and  available  work  force,  beyond  our 
lower  costs  and  tax  advantages,  you  will 
also  find  a  superior  quality  of  life.  For 
additional  information,  please  call  Al 
Hills,  Economic  Development  Director 
of  the  Cambridge-Guernsey  County 
Community  Improvement  Corporation, 
at  (614)  432-1881. 


Chillicothe, 
Ross  County,  Ohio 

(gathering  place,  principal  town) 

Historic  heritage  is  our  pride — 
Economic  growth  is  our  future! 
Our  stable  economy  is  attributed 
to  location  factors,  workforce 
productivity,  affordability  and 
business/government  partnerships. 


Chillicothe, 

a  good  place 
to  do  business! 

Contact:  Ross  County 
CIC,  800-456-4,597 


You  CAN  Get  There 
From  Here 


>-  Within  a  Day's  Truck  Drive  of  More 
than  60%  of  the  U.S.  Population. 

>-  Two  Industrial  Parks  with  Available 
Land,  Easy  Access  to  1-70. 

>-  Available  and  Affordable  Labor  Force. 

CONTACT  MARK  D.  LITTEN 
614-455-0742 


Piqua,  comprised  ( 

22,000  friendly  citizens  that  enjoy  the 
support  of  dozens  of  medium  sized 
and  hundreds  of  small  businesses,  is 
strategically  located  on  1-75, 20  minutes 
north  of  Dayton's  International  Airport « 
1-70,  creating  the  crossroads  of  America; 

For  information  on  the  city's  800  aci; 
of  industrial  zoned  sites,  spec  buildings^, 
incentives  and  low  cost  electricity  contifi 
Charles  E.  Manges,  Piqua  Improvement' 
Corporation,  P.O.  Box  735,  Piqua,  OhiC 
45356  or  call 
1-800-251-1742. 


Piqua 

Improvemejt 
Corporatioi 


A  Great 
Location 
For  Your 
Company 


Find  out  why  well-known  companir,- 
have  chosen  this  community  with  a  rijij 
tation  for  friendliness,  hospitality  anc{ 
great  city  pride. 

Located  on  1-75,  Troy  is  only  10  mnuc 
away  from  the  "Crossroads  of  Americ 
intersection  of  1-75  and  1-70,  and  15  m 
utes  av/ay  from  the  Dayton  Internatin!. 
Airport.  Attractive  tax  incentives  aiu 
excellent  sites.  For  more  informatii)n  • 
tact  Roy  E.  Carlson,  Troy  Developnu  i 
Council,  P.O.  Box  218,  Troy,  OH  45373 
Phone  513-339-7809.  Fax  513-339-491 


Even  a  $1.4  billion  capital 
investment  doesn't  fully  express 
our  commitment  to  cleveland. 


rhe  billion-plus  we've  put  into  our  Cleveland  Works  over  the  past  nine  years  is 
only  one  part  of  the  picture. 

People  are  the  other  part. 

Cleveland  people  in  need  of  help.  LTV  people  helping.  Reaching  beyond  commitment 
to  caring.  Through  The  United  Way,  Harvest  for  Hunger,  and  programs  that  enhance 
opportunities  for  education  and  personal  growth. 

For  Cleveland  10th  graders,  the  company  created  the  LTV 
Institute  of  Science  and  Technology  at  Case  Western  Reserve 
University.  Our  African-American  Scholar  Program  offers 
the  rewarding  promise  of  an  outstanding  college  education. 

We're  one  of  the  region's  largest  industrial  employers.  But  our  commitment  can't 
be  measured  by  numbers  alone.  We're  at  home  here.  Close  to  the  heart  of  the  city. 


And  its  people. 


Ohio  Puts  Its  Heavy 
Hitters  To  Work  For 
Companies 

In  the  pleasant  small-town 
atmosphere  of  Fostoria,  Ohio,  Norton 
Manufacturing  Company  wasn't  exactly 
considered  a  dominating  presence  on 
the  national  business  scene.  But  the 
company,  which  produces  precision 
crank  shafts  for  the  auto  industry, 
recently  took  a  premier  position  when  it 
became  the  first  company  in  the  U.S.  to 

'  implement  new  National  Skill  Standards 
among  its  employees.  Skill  standards  are 

I  the  benchmark  levels  of  knowledge  and 

[  competence  required  to  perform  work 
related  functions  in  a  given  industry, 

'■  part  of  a  nationwide  attempt  to  meet 

'  new  industrial  and  technological 
demands  with  definable  standards  of 
knowledge  and  capability 

Norton's  breakthrough  achievement 
was  made  possible  by  a  state  grant  of 
$100,000  to  retrain  its  workers  to  meet 
the  new  metalworking  National 

I  Standards.  As  a  result,  the  company 
figures  to  improve  on  world-class 

1^  quality  standards. 

"We've  seen  first  hand  how  the  state's 
interest  in  business  and  the  resources  it 


special  Advertismg  section 

provides  can  translate  into  a  successful 
effort,"  says  Norton's  Chief  Executive 
Officer  Richard  W.  Norton. 

Because  of  the  value-added 
philosophy  that  gave  birth  to  the  state's 
Jobs  Bills,  the  administration  has 
developed  a  team  approach  to  business  ■ 
assistance  that's  directed  at  getting 
meaningful  results  for  Ohio  companies. 
The  governor's  inter-agency  task  force 
was  developed  to  assist  businesses  in 
getting  from  concept  to  reality  hassle- 
free  as  a  one-stop  information  center 
that  guides  a  business  through  the 
entire  location  or  expansion  process. 

In  much  the  same  way,  the 
administration's  network  of  regional 
representatives  acts  as  a  liaison 
between  the  state  government  and 
business  and  civic  organizations  to  get 
expansion  or  relocation  projects  going 
in  specific  regions  of  the  state.  The 
state's  12  regional  economic 
development  offices  provide 
communities  and  companies  local 
access  to  all  state  development 
programs,  while  permitting  the 
Department  of  Development  to  respond 
to  fast-breaking  events  and 
opportunities  at  the  local  level. 

"Our  regional  rep  helped  us  get  our 
projects  off  the  drawing  board  and  to 
the  groundbreaking  stage,"  says 
Maynard  Sauder  of  Archbold,  Ohio's 
Sauder  Woodworking,  whose  company 
will  add  1,200  jobs  as  the  result  of  a  $50 
million  expansion  project.  "To  me  it's 
part  of  the  added  value  of  doing 
business  in  Ohio:  you  have  an  ally  who 
can  get  the  job  done  for  you." 

The  Governor's  Human  Resources 
Investment  Council  is  another  team 
concept  approach  that  is  bearing  fruit. 
The  Council  acts  as  a  multi- 
jurisdictional  clearing  house  to  facilitate 
worker  training  and  employee 
procurement,  helping  companies  find 
the  right  workers  with  the  right  training. 

But  all  those  programs  and 
organizations  won't  help  much  unless 
Ohio's  communities  can  get  out  and  sell 
their  product,  economic  opportunity,  to 
the  business  world.  Ohio  has  launched  a 
series  of  innovative  programs  and 
impressive  partnerships  aimed  at 
educating  business  leaders  about 


finding  the  right  match  for  their 
companies  in  the  Buckeye  State. 

Nowhere  is  that  effort  more  appe 
than  in  a  breakthrough  initiative  du 
"First  Frontier."  Originally  conceivtl 
help  the  state's  once-economicaliy 
disadvantaged  Appalachian  count  ii. 
First  Frontier  has  expanded  to  shkp 
communities  and  counties  through  \ 
the  state.  The  program  puts  econ(  n 
and  strategic  vision  behind  a  plan  t 
attract  business  to  those  areas,  by 
matching  their  varied  resources  wi 
companies  that  have  specific  need.^' 
state  uses  its  resources  to  help  loc; 
communities  construct  and  impleni 
their  own  national  marketing  and 
advertising  programs,  an  example  c 
teamwork  approach  Governor  Voin. 
promised  in  vowing  to  give  local 
communities  a  voice  in  their  own 
development  efforts. 

"With  all  of  these  programs,  Ohic 
demonstrating  that  it  can  create  a  i 
friendly,  value-added  environment ' 
really  works  for  business,"  says  Jol" 
Miller  of  Superb  Manufacturing,  on( 
the  emerging  leaders  in  exports.  "T 
state  has  a  truly  unique  system,  be^ 
it  constantly  re-examines  its  efforts 
keep  pace  with  the  changing  realiti( 
the  business  world.  Ohio's  being 
extremely  innovative." 

For  Governor  Voinovich,  accoiad 
like  that  are  welcome,  but  the  real  \ 
of  the  effectiveness  of  the  teamwor 
approach  lies  in  the  facts. 

"When  you  see  a  giant  company 
Ford  invest  a  billion  dollars  in  Ohio 
when  you  see  big  names  like  Procte 
Gamble  invest  $280  million  in  a  res( 
and  development  facility  when  you 
other  big  names  like  G.M.,  The  Limi 
Panasonic,  USS/Kobe,  Meijer,  Kohl's 
Honda,  and  Chrysler  with  major 
expansion  efforts,  and  you  combine 
those  with  the  progress  shown  by 
dozens  of  companies  like  Norton 
Manufacturing,  I  think  that  says 
something  about  how  this  state  is 
working  for  and  with  business," 
Voinovich  says.  "It  shows  we  have  t 
commitment  and  the  desire  to  mak( 
the  best  possible  environment  for  a 
size  business." 


Can  your  banker  finance  a  product 
that  takes  three  years  to  get  to  market? 


ineCan 


Here's  to  KeyCorp!  To  expand  our  production  of  wines  — 
which  take  three  years  to  age  —  we  rehed  on  KeyCorp  to 
"uncork"  a  creative  solution.  They  provided  us  with  inventory 
financing  with  a  five  year  term  and  helped  Hogue  Cellars 
continue  to  grow  and  be  profitable.  For  creative  financing 
and  a  banker  with  patience,  call: 

1-800-600-2680 

Key  Bank  and  Society  Bank  are  KeyCorp  Banks 


KeyCorp 


STAR  BANK 

I 

One  Of  Ohio's  Surest 
Signs  Of  Growth 

j   Since  1 863,  Star  Bank  has  been  growing 
with  the  businesses  and  the  communities 
of  the  Ohio-Indiana-Kentucky  tri-state 
I]  region.  As  the  major  subsidiary  of  the  $9.2 
jbillion  Star  Banc  Corporation  holding  com- 
joany,  Star  Bank  has  the  financial  resources 
'to  meet  the  credit  needs  of  businesses  large 
'Jor  small  and  the  expertise  to  structure 
financing  to  fit  your  situation, 
li   Star  is  one  of  the  outstanding  banks  in 
the  region,  providing  traditional  corporate 
''lending,  as  well  as  structured  capital, 
''equipment  finance  and  leasing  and  com- 
''nercial  real  estate.  Recognizing  that  loans 
'  are  only  part  of  a  good  banking  relation- 
l;hip.  Star  augments  lending  services  with  a 
^ull  line  up  of  non-credit  support  services, 
ncluding  comprehensive  cash  manage- 
ment capabilities,  employee  group  banking 
packages  and  investment  options. 

Star  Bank's  international  trade  services 
division  has  been  the  recipient  of  awards 
rom  the  U.S.  Department  of  Commerce 
and  the  State  of  Ohio. 

Star  Bank's  Small  Business  Banking  divi- 
sion specializes  in  meeting  the  unique 
leeds  of  businesses  with  annual  sales  up  to 
B  million.  Star's  market  knowledge,  total 
•elationship  management  and  expertise 
:an  increase  borrowing  potential  and  sim- 
'  ilify  procedures,  making  Star  a  valuable 
business  partner. 

Star  Bank  offers  a  full  range  of  corporate 
Trust  services,  including  structured  finance 
ind  custody,  bond  servicing,  stock  transfer 
ind  employee  benefits  planning. 

With  more  than  250  full-service  banking 
ocations  and  more  than  350  ATMs,  you're 
;  lever  far  from  Star  Bank,  wherever  you  live 
)r  locate  your  business. 


bpecial  Advertising  Section 

Shrinking 
The  World 
Marketplace 

The  cost  of  getting  to  market  is  a 
major  competitive  issue  in  any 
business.  Ohio  companies  get  a  head 
start  on  success  thanks  to  both  Ohio's 
unique  location,  that  puts  them  close 
to  their  markets,  and  a  far-sighted  plan 
to  improve  transportation  systems  to 
meet  the  global  business  demands  of 
the  new  century. 

Its  geographic  setting  makes  Ohio 
the  transportation  crossroads  of  the 
nation.  That  fact,  and  the  effective 
business-government  partnerships 
established  in  the  state,  mean  Ohio  has 
become  a  favored  location  for  national 
distribution  centers.  Companies  like 
Kohl's,  Spiegel  and  Meijer  have  all 
recently  joined  the  growing  list  of  firms 
that  center  their  distribution 
operations  in  Ohio. 

The  state  is  located  within  500  miles 
of  three-quarters  of  the  U.S.  population 
and  70%  of  the  nation's  manufacturing 
facilities.  It  has  the  country's  fourth 
largest  interstate  highway  system  and 
ranks  third  in  the  U.S.  in  paved 


r 


highway  mileage.  It's  central  locati 
one  reason  Ohio  is  home  to  the 
nation's  major  regional  and  nation 
trucking  lines,  and  a  favored  homd 
LTL  (Less  than  Truck  Load)  carriei 

The  state's  184  public  airports, 
handling  some  13.4  million  air 
passengers,  put  Ohio  businesses  v\ 
an  hour's  air  travel  of  two-thirds  ( 
the  American  population.  Air  Carg 
facilities  dot  virtually  the  entire  st 
map,  with  companies  like  Airborn( 
Express  operating  out  of  Wilmingti 
Emery  Air  Freight  in  Dayton,  and 
Burlington  in  Toledo.  The 
Rickenbacker  air  facility  near 
Columbus  is  an  air  cargo  industria 
park  with  foreign  trade  zone  statu; 

Access  to  water  routes  offer  ano 
decided  advantage.  Each  year  som 
120  million  tons  of  cargo  are  shipp 
through  port  facilities  on  the  state 
265  miles  of  Lake  Erie  shoreline  an 
the  450  mile  stretch  of  the  Ohio  Ri 
making  Ohio  one  of  the  national 
leaders  in  cargo  shipping. 

Ohio's  rail  cargo  facilities  also  b 
markets  closer  to  home.  The  state 
6,458  miles  of  rail  track,  and  boast 
eight  foreign  trade  zones  with  rail 
service. 

Now  the  Voinovich  administratic 
has  embarked  on  a  series  of  initiat 
aimed  at  capitalizing  on  and  expan 
the  added  value  Ohio  brings  to 
business  transportation  needs.  An 
ambitious  program  called  "Access 
Ohio"  has  become  a  formal  ratifica 
of  the  fact  that  state  leaders  won't 
on  the  laurels  of  the  state's  geogra 
advantages  in  providing  a  competi 
edge.  Access  Ohio  is  a  comprehen: 
plan  for  assessing  and  upgrading  a 
facets  of  the  state's  transportation 
systems,  coordinating  them  under 
singular  mission  to  develop  an  eve 
more  efficient  intermodal  network. 


g  statistically  valid,  regionally 
ed  criteria,  state  officials  have 
ed  critical  intermodal  corridors 
Dve  people  and  products  to  the 
the  nation  and  the  world.  The 
;rmits  the  state  to  set  priorities 
irading  and  integrating  these 
routes  into  a  seamless  network 
sportation  modes.  Perhaps  more 
antly,  the  Access  Ohio  plan  sets 
trategic  map  of  funding 
es,  identifying  stable  revenues 
preservation  and  maintenance 
:ing  facilities  and  the 
jction  of  new  transportation 
:es. 

ess  Ohio  isn't  just  a  technical 
intended  to  produce  a  list  of 
y  construction  projects,"  says 
lOr  Voinovich.  "This  program  is 
:onceived,  strategic  approach, 
sound  funding  platform,  that 
e  Ohio  tremendous  advantages 
jportation  resources." 


Major  Goals  Of  Access  Ohio 

•  Preservation  And  Management — Preserve  and  manage  Ohio's 
existing  multi-modal  transportation  system  and  resources  more 
effectively  and  efficiently. 

Economic  Development  And  Quality  Of  Life — Enhance  Ohio's 
comparative  economic  advantage  and  quality  of  life,  and  expand  the 
diversity  of  the  state's  economy  through  safe,  convenient  and 
efficient  transportation  systems. 

•  Cooperative  Planning  And  Efficiency — Utilize  cooperative  planning 
processes  through  system  management  programs  and  public 
participation. 

Transportation  Safety  And  Convenience — Improve  the  safety  of 
transportation  systems  while  maximizing  the  value  of  the  state's 
transportation  investment. 

Funding — Seek  stable  revenues  for  the  preservation  and 
maintenance  of  existing  facilities  and  services  as  well  as  new  ones, 
while  developing  innovative  approaches  to  transportation  funding. 


This  Land  Is  Your  Land. 
This  Land  Is  Our  Land. 


Donald  V.  Ha.stings 

chairman 
Chief  Executive  Officer 


Since  1W5,  we've 
laken  great  pride  in 
I  ailing  Ohio  Tlie  Land 
'  >t  Lincoln."  Throughout 
the  years,  we've  been 
.1  world  leader  in  arc 
welding  products,  cut- 
ting equipment  and 
electric  motors. 

Our  products  have 
helped  build  this  great 
state  including  its 
impressive  skylines. 
.\nd  our  commitment  to  education  in  Ohio 
has  never  been  stronger.  We've  recently 
established  Lincoln  Electric's  "Welding  and 
c:utting  Education  2000,"  an  accredited  seminar 
ihafs  available  to  high  school  and  vocational 
leachers  throughout  Ohio.  We've  also  opened 
■lie  doors  of  our  Welding  Technology  and 
Training  Center  to  thousands  of  individuals 
Irom  around  the  world. 

It's  been  an  exciting  century  of  growth, 
discovery,  and  progress,  and  on  this,  the 
celebration  of  our  100th  Anniversary,  we 
would  like  to  extend  a  heartfelt  thanks  to 
1  )ur  state  —  a  very  special  place  that  we  are 
honored  to  call  "home'.' 


4?  I'WS  The  Uncoln  FJcant  Uj 


The  answer  to  your  lifetime 
investment  needs. 


McDonald  &  comfamy 

INjvitSiTg^NTS   |i    B  : 


Member  NYSE 


Member  Sl» 


A  Leader  Among  World  Economies 

Ohio's  economy,  judged  by  gross  state 
i;product,  is  ttie  seventh  largest  in  the  nation. 
;  As  a  nation  within  a  nation,  Ohio's 
economic  strength  springs  from  a  richly 


diverse  and  uniquely  varied  patchwork 
of  social  and  geographic  characteristics. 
Unlike  almost  any  other  state,  Ohio  is 
virtually  impossible  to  typify.  Wt»rW 
Trada  magazine  was  speaking  of  Ohio's 
export  leadership  when  it  described  the 
state's  standing  as  "world  class."  But 
export  strength  and  development 
leadership  are  only  parts  of  the  story  in 
Ohio's  emergence  as  a  true  nation-state, 
an  independent  and  self-reliant  player  on 
the  world  scene. 

To  begin  with,  no  one  or  two  major 
cities  dominate  Ohio.  Ohio  is  home  to 
eight  urban  centers  (as  classified  by  the 
U.S.  Census)  and  15  "micropolitan"  com- 
munities, the  mid-sized  towns  that  blend 
the  best  of  big  city  and  small  town  life. 

From  the  large  to  the  small,  Ohio's 
communities  have  garnered  a  major  share 
of  the  recognition  national  analysts 
bestow  upon  those  that  are  the  "first"  or 
the  "best."  The  "Places  Rated  Almanac" 
rated  Cincinnati  #1  as  a  place  to  live, 

(continued  on  following  page) 


Robert  W.  Gillespie 

Chief  Executive  Officer,  KeyCorp 

Eighteen  months  ago,  Bob  Gillespr 
a  central  player  in  one  of  the  countr\ 
largest  bank  mergers,  a  union  that  cmi 
the  tenth  largest  U.S.  bank  holding  ca 
pany.  As  he  takes  the  CEO  reins  of  C\ 
land-based  KeyCorp  on  Sept.  1,  he 
oversees  a  franchise  of  1 ,400  branch; 
and  offices  that  stretches  from  Maine: 
Alaska,  and  is  often  called  the  broad  i 
distribution  network  of  any  bank  in  I 
country.  With  about  $68  billion  in 
KeyCorp  today  ranks  as  one  of  the  !j 
financial  companies  in  the  U.S.  in  lij' 
small  business  financing,  corporate  l:r 
ing,  trust  and  investment  managemer 
and  consumer  lending. 

At  51,  Gillespie  is  one  of  the  youiv 
members  of  the  elite  group  of  CE(  k 
run  the  country's  biggest  financial  sc 
companies.  He  began  with  a  mucli  < 
ent  and  much  smaller  Society  Nali! m 
Bank  in  Cleveland  in  the  late  1960'^  m 
part-time  basis  while  completing  gi,i 
work  in  business  administration  at  iki 
Case  Western  Reserve  University,  H( 
is  a  graduate  of  the  Harvard  Univeisi 
Graduate  School  of  Business  Advanc:! 
Management  Program. 

"Ohio  is  a  natural  location  for  the 
quarters  of  the  new  KeyCorp,"  says  ( 
spie,  "given  its  central  location  for  oi 
nationwide  company,  transportation 
and  momentum  that  Cleveland,  anti 
indeed,  the  State  of  Ohio  continues  I 
establish  as  a  world-class  center  for  ('tr 
merce,  travel  and  entertainment."  | 


•bor  Kalnoki-Kis 

ient  and  General  Manager 
onic  Power  Sources, 
i  Electronics,  Inc. 

TECHNOLOGICAL 
EAKTHROUGHS  DO 
CCUR  OUTSIDE  OF 
HE  SILICON  VALLEY. 

Electronic  Power  Sources  (EPS) 
)n  of  Gould  Electronics  Inc.  has 
uced  the  POWERDEX'  brand  of 
itive  primary  and  rechargeable 
1  batteries.  Led  by  Dr.  Tibor  Kalnoki- 
is  Northeast  Ohio  company  is  on  a 
ign  to  "redefine  the  battery  market 
ape."  The  new  technology  serves 
iverse  market  segments  as:  super 
ards,  computers,  telecommunications, 
control,  etc. 

May,  the  POWERDEr  3C050M 
id  the  prestigious  "Innovation  of  the 
jrand  Winner"  award  in  the  Power 
'S  Category  from  Electronic  Design 
magazine.  At  less  than  0.7  mm  in 
3ss,  it  is  the  world's  thinnest  lithium 
'  produced  in  OEM  quantities. 
POWERDEX'  batteries  are  gainmg 
:eptance  around  the  world  because 
3mbine  the  advantages  of  the  lithium 
system,  their  high  energy  density 
ng  shelf  life,  with  the  wafer-thin 
.  "Our  battery  technology  allows 
ers  to  differentiate  their  product, 
■educing  manufacturing  costs,"  says 
inoki-Kis.  "As  a  result,  new 
Jtions  are  evolving  constantly." 
company  is  expanding  its  facilities  in 
e,  Ohio,  in  response  to  the  growing 
vide  interest.  "Gould  is,  and  will 
1,  the  worldwide  leader  in 
ing  this  technology  in  OEM 
ties,"  says  Dr.  Kalnoki-Kis. 


ultra  thin,  ultra  light,  high  ener, 

'ithium  batteries 


+ 

■00 


3V 


+ 

3C050M 


GOULD  EPS 
3V  LITHIUM 


% 


•  Thin  rectangular  format 

•  Solder/pressure  contact 

•  Lightweight 


•  Standard  A,  B,  C  sizes 

•  In  3  and  6  volts 

•  Customized  capacity 


-> 


For  /oiv-  and  medium-current  applications: 

portable  electronics,  security  control, 
super  smartcards,  and  PCMCIA  cards,  etc. 

For  more  information  call: 
1-800-722-7890  (US  &  Canada) 
216-953-5059  (Worldwide) 
216-953-5152  (Fax) 

GOULD  Gould  Electronics  Inc.,  Electronic  Power  Sources 
Electronir-.  35129  Curtis  Blvd.,  Eastlake,  OH  44095-4001,  USA 


(continued  (roni  previous  page) 

while  "micropolitan"  Lima  has  won 
honors  as  the  best  value  in  the  U.S.  the 
most  inexpensive  place  to  live  and 
work)  and  Cleveland,  meanwhile, 
notched  its  record  5th  "All-American" 
city  award. 

When  the  Almanac  Of  American 
Politics  refers  to  Ohio  as  "arguably  the 
pivotal  state  in  national  politics",  it  is 
referring  to  the  quintessential 
American  state,  a  place  where  east 
meets  Midwest,  and  north  meets 
south.  The  state  just  may  be  first  in 


the  "first"  category  From  the  nation's 
first  kindergarten  to  the  first  ATM 
machine,  the  fabric  of  Ohio  life  is 
woven  in  business,  social  and 
technological  history.  Hence  the 
Inventors'  Hall  of  Fame,  the  National 
Aviation  Hall  Of  Fame,  as  well  as  the 
Pro  Football  Hall  Of  Fame  and  the  Rock 
and  Roll  Hall  Of  Fame  all  call  Ohio 
home,  as  do  the  world's  largest 
advertiser,  Procter  &  Gamble  and 
America's  most  admired  corporation, 
Rubbermaid. 


Ohio's  Advanced 
Education  System 

More  than  100  colleges  and 
universities 

38  separately  governed,  state- 
assisted  colleges  and 
universities 

13  state  universities 

2  free-standing  medical  schools 

24  state  university  regional 
campuses 

15  community  colleges 

8  technical  colleges 

More  than  70  independent 
j  colleges  and  universities 


:)peciai  Auverusing  ^ecnon 

The  strength  and  diversity  of  Ohio's 
educational  system  not  only  contribute  to 
a  wealth  of  educational  opportunities,  but 
provide  a  wellspring  of  highly  trained 
talent  for  business.  Education, 

meaningful,  life-long  learning, 
is  no  more  than  30  minutes 
away  from  any  Ohio 


technology  research  centers,  coveriif 
wide  range  of  subjects  from  plastics  n 
polymers  to  welding  and  advanced 
manufacturing,  become  a  valuable  aJ 
resource  for  a  company's  research  a 
development  efforts. 

But  what  many  employers 
cite  more  than  the 


resident 
anywhere  in  the  state. 

More  than  533,000  students  attend 
advanced  education  classes  in  Ohio,  with 
more  than  50,000  of  those  at  The  Ohio 
State  University  the  nation's  single 
largest  campus.  Employers  have  often 
cited  the  ready  availability  of  skilled, 
educated  workers  as  a  major  reason  for 
locating  in  Ohio. 

Ohio's  value-added,  team  approach  to 
creating  a  partnership  with  business  has 
led  to  a  unique  and  on-going  technical 
assistance  program  that  pumps  $2  billion 
into  the  effort  to  help  companies  become 
more  productive  and  competitive.  Under 
Ohio's  Thomas  Edison  Program,  eight 


sta) 
as  are 
for  selectin 
Ohio,  is  the  mor 
subjective  categ( 
lifestyle.  Surveys  of 
many  business  leaders 
indicate  that  workers  hav 
come  to  appreciate  the  add' 
value  of  jobs  in  a  state  where  costs  c 
relatively  low,  opportunity  is  high,  ai 
where  there  is  a  social  life  to  fit  any 
preference. 

"it  may  sound  like  a  cliche,  but  Ot 
truly  is  a  state  that  offers  something 
everyone,"  says  Ted  Host,  Chairman 
Chief  Executive  Officer  of  The  Scott 
Company  "The  diversity  and  availal 
of  recreational  and  educational  reso 
is  something  most  smart  business  p 
look  at  when  they  think  of  locating  \ 
because  it  provides  an  added  benefi 
better  chance  at  business  success." 


Marion  means  business! 


D 


0  you  know  where  the  world's 
largest  manufacturer  of  clothes  dryers 
is  located?  Where  millions  of  responses  to 
the  Readers  Digest  sweepstakes  are 
processed?  Where  the  lion  s  share  of 
popcorn  is  produced  and  packaged? 

Where  some  of  the  most  powerful 
accounting  software  in  the  world  is  created? 
Where  to  find  the  Memorial  of  the  United 
States  29th  President,  Warren  G.  Harding? 
Marion,  Ohio. ..the  heart  of  Ohio,  the  heart 
of  Midwestern  America. 

Whirlpool  Corporation,  Kable  Fulfillment 
Services,  Wyandot,  Inc.,  and  Macola  Software 
all  call  Marion  their  home.  And,  this  powerful 
micropolitan  community  is  ready  to  meet 
your  business 


d  industrial  needs  with  more  than  a  dozen  prime  development  sites  ranging  in 
;e  from  5  to  1,500  acres.  Positioned  40  miles  north  of  the  state  capital,  Columbus, 
arion  is  central  to  60  percent  of  the  major  North  American  trade  markets. 

Economic  development  is  taken  seriously  here.  The  Greater  Marion  Community 
ea  New  Development  Organization,  Incorporated— more  commonly  known  as  CAN 
)!— is  poised  and  ready  to  assist  with  site  selection,  tax  incentive  programs,  and  a 
oad  range  of  economic  development  services  to  meet  the  unique  requirements  of 
m  company. 

Information  on  the  Marion  area  is  available  by  contacting  CAN 
)!  at  the  toll-free  number  or  address  below,  or  by  browsing  our 
ges  in  the  Ads  &  Offers  section  of  BusinessWeek  On-Line  via 
nerica  On-Line.  There  you  will  find  details  on  the  labor  market  in 
irion,  area  transportation  capabilities,  utilities,  available  sites, 
d  quality  of  life  issues.  You  can  also  get  to  know  your  potential 
ighbors  by  reading  the  features  on  some  of  Marion's  major 
isinesses  and  industries.  Marion,  Ohio... A  good  place  for  a  home 
[ice,  a  great  place  for  a  home  town!  . 


1-800-848-1300 


The  Greater  Marion  Community  Area  New  Development  Organization,  Incorporated 
206  Soutti  Prospect  Street,  Marion,  Ohio  43302 

10-841-7302  •  Fax:  614/387-5522  •  e-mail:  Mrcando@aol.com 
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Ohio's 

Development  Team 
Is  Dealing 

Ohio's  Department  of  Development 
i  Director  Don  Jakeway  believes  that, 
from  the  beginning,  he  enters  into  a 
partnership  with  a  company,  assuring 
business  leaders  that  he  and  his  entire 
team  are  working  with  the  company's 
best  interests  in  mind. 
]   "What  we've  been  able  to  do  so  far 
is  convince  business  leaders  that  by 
doing  business  in  Ohio,  they  can  get  the 
strategic  edge  they  need  to  be 
successful."  Jakeway  says.  "We've 
shown  that  there's  a  different  attitude 
toward  business  in  Ohio,  and  it's  an 
attitude  that  can  mean  a  lot  for  a 
company's  bottom  line." 

Jakeway 's  staff  has  also  made  the 
ilsntire  process  of  relocation  or 
'  expansion,  from  initial  inquiry  to  final 
I  paperwork,  a  simplihed  and  smooth 
f^rocedure  that's  not  unlike  a  customer's 
IjZall  to  any  private  business. 
I   "We're  here  to  help  you  do  business 
jin  Ohio,"  Jakeway  says.  "The  move  to  a 
'I  better  bottom  line  starts  with  a  simple 
•phone  call,  a  fax,  or  a  letter  to  us.  We'll 
*  take  it  from  there." 


RPM,  INC. 

RPM,  Inc.,  is  a  billion  dollar 
specialty  coatings  company  that 
has  enjoyed  48  consecutive  years 
of  record  sales,  record  net  income 
and  record  earnings  per  share. 

The  company's  more  than  100 
leading  brand  names  typically 
command  top  positions  in  niches 
of  huge  industrial  and  consumer 
markets.  RPM's  major  consumer 
brands  include  Rust-Oleum,  Bondex, 
Zimsser,  Testors,  Bondo  and  Wolman, 
while  its  strong  industrial  brands 
include  Day-Glo,  Carboline,  Mathys, 
Mohawk,  Alumanation,  Plasite  and 
Stonhard. 

Headquartered  in  Medina,  Ohio, 
RPM  operating  companies  in  the 
state  include  Day-Glo  Color  Corp.; 
Republic  Powdered  Metals,  Mameco 
International  and  Consolidated 
Coatings,  all  industrial  and  com- 
mercial waterproofing  businesses; 
and  Talsol  Corporation,  producer 
of  Bondo  auto  body  repair  products 
and  Mar-Hyde  auto  finishes  for 
both  the  do-it-yourself  and  profes- 
sional aftermarket. 

Traded  on  the  NASDAQ  Stock 
Market  under  the  symbol  RPOW, 
RPM  stock  has  provided  investors 
with  an  average  annual  compounded 
total  return  (cash  dividends  rein- 
vested plus  market  appreciation) 
of  23  percent  a  year  since  1 974. 

RPM,  Inc. 

2628  Pearls  Rd.,  P  O.  Box  777 
Media,  Ohio  44258 
216/273-8800 


Some  of  RPM's  leading  consumer  do-it-yourselt 
brands. 


Duane  E.  Collins 

President  arid  Chief  Executive  Offici 
Parker  Hannifin  Corporation 


PARKER  HANNIF 
CORPORATIOh 

We  at  Parker  Hannifin  are 
pleased  to  have  our  headquarte 
and  21  of  the  151  manufacturir 
plants  in  our  worldwide  corpor 
based  in  Ohio,  the  heart  of  it  a 

The  strong  Midwest  work  eth 
Arthur  Parker,  an  entrepreneur! 
engineer,  led  him  to  found  his 
company  here  in  1918.  That  w 
ethic  prevails  throughout  our  g 
organization  today — in  the  forr 
premier  customer  service — fror 
operations  in  Ohio  and  across 
U.S.  and  Canada  to  Europe,  La 
America  and  the  Pacific  Rim. 
Whether  the  customer  needs 
precision  actuators  to  control  t 
pool  gates  for  Shamu  and  frien 
flight-control  systems  for  jetlin( 
components  for  air  conditionin 
and  refrigeration  systems,  or  se 
devices  to  protect  cellular  phoi 
from  electromagnetic  interteret 
Parker  quality  can  be  relied  up 
anywhere  in  the  world. 

We  have  earned  that  reputati 
because  of  our  commitment  to 
Parker's  first  Ohio  tradition: 
premier  customer  service. 


To  learn  how  you  can  sign  on 
with  Team  Ohio's  business 
success  effort,  if  you  want  to 
find  out  more  about  the 
opportunities  that  await  your 
business  in  Ohio,  or  if  you 
simply  have  a  question  about 
how  Ohio  can  help  you  toward 
a  better  bottom  line,  call  or 
write: 

Ohio  Department  Of 

Development 
Donald  E.  Jakeway 
Director 

77  S.  High  Street 
Columbus,  Ohio  43266-0101 
1-800-345-OHIO 
FAX:  614-644-0745 


At  The  Scotts  Company 
Our  Business  Is  Growing 


Sc 


Its  been  a  rough  week  and  you  haven't  had  time  to  catch  your  breath,  let  alone  make  it  to  the  bank  before  5  p.m. 

■■-,-P!l«|i|  ^^\.^^        Huntington  is  open  for  business  24  hours  a  day,  so  you  can  bank  when  it's  convenient 
tor  yoii.  Evenings  or  weekends,  (or  any  other  time),  call  Huntington  Direct  ^jjfcij^r-i  Ji 
at  1-800-480-BANK  and  take  care  of  everything  by  phone.  Or  stop  by  a  new 
full-service  Huntington  Banks  Access'"  office.  Here,  using  the  latest  technology- like  two-way  video 
terminals-you  can  talk  face-to-face  with  a  Personal  Banker.  Open  a  new  account.  Or  deposit  a  check  and  get  cash  back. 


ItsSi 


Very 


Great  time  to 


In  fact,  anything  you'd  do  at  a  regular  banking  office,  you  can  do  at  a  Huntington  Banks  Access'"  office -24  hours  a  day. 
On  the  go  a  lot?  You'll  enjoy  the  convenience  of  The  Huntington's  supermarket  and  mobile  banking  offices. 

Business  owners,  too,  have  an  easier  time  managing  their  finances,  thanks  to  The  Huntington's 
business  ATM  card,  24-hour  response  time  on  loans  and  online  cash  management  services. 
1^      Through  all  of  these  avenues.  The  Huntington  is  providing  its 
customers  with  more  convenience,  more  control  and  better  service.  They  say  there's  a 

Hunlingron 

time  and  place  for  everything.  For  banking  at  The  Huntington,  it's  anytime,  anywhere.  Banks 

We're  Always  Here.' 


1=1 


LENDER      Member  FDiC  %  -  and  Hunlington'^>  are  Federally  registered  service  marks  ol  Huntington  Bancshates  Incorporated   ©1995  Huntington  Bancshares  Incorporated 


iusiness  Outlook 


JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


OR  1996,  THE  INFLATION  TIGER 
OOKS  LIKE  A  PUSSYCAT 


ZERO  IN  ON  1996 

94     '95  '96 


■VRBTIfflpsm^^  Inflation  this  year  has  looked 
i'ff*ffWrtV/\/TW  a  lot  Hke  one  of  those  inept 
ket  launches  from  the  early  1960s.  It  tried  to  clear 
pad,  but  it  just  didn't  have  the  power.  And  for 
i6,  inflation  won't  even  attempt  another  liftoff, 
^hat  much  seems  clear  from  the  nation's  business 
nomists,  who  gathered  in  San  Francisco  on  Sept.  10- 
for  the  annual  meeting  of  the  National  Association  of 
siness  Economists,  during  which  a  panel  of  49  fore- 
ters  offered  the  first  compi-ehensive  look  at  what  to 
)ect  next  year  (table). 

^he  NABE  forecasters  don't  look  for  the  economy 
soar  in  the  coming  year,  a  key  factor  in  keeping  in- 
ion  down,  but  they  don't  expect  it  to  crash  and 
•n  in  recession,  either.  They  see  a  modest  growth 
e  close  to  the  economy's  long-term  trend  of  about 
which  is  consistent  with  stable  inflation. 

The  details:  Consumer 
IISINESS  ECONOMISTS  spending  will  grow  moderate- 
ly, in  line  with  real  gross  do- 
mestic product.  Stronger  hous- 
ing and  a  narrower  trade  gap 
will  also  add  to  growth,  after 
subtracting  this  yeai*.  The  pace 
of  business  investment  will 
slip  to  single  digits  for  the 
first  time  since  1992.  And  slow 
inventory  building  will  be  a 

"D  04  CHANGE,  REST  ARE  ANNUAL  AVERAGES      drag  On  gTOWtll. 

:NAT,ONALASSN  OF  BUSINESS  ECONOMISTS  f^^.  p^J^^y^  ^J^^  eCOUOlTlistS 

»ect  only  modest  deficit  reduction  for  fiscal  1996,  to- 
ng  some  $13  billion,  relative  to  what  cmrent  policy 
lid  yield.  And  they  believe  that  the  Federal  Resei-ve 
1  be  steady  as  she  goes.  As  a  result,  they  see  short- 
m  interest  rates  fairly  stable  at  current  levels,  and 
projection  for  long-term  rates  reflects  that  stability. 

T  THEIR  INFLATION  FORECAST  is  where  the 

liness  economists  seem  most  confident.  They  expect 
consumer  price  index  to  increase  3.2%  next  year, 
•ut  the  same  as  the  3%  pace  anticipated  for  all  of 
'5.  Federal  Reseive  Bank  of  San  Francisco  President 
bert  T.  Parry,  a  noted  infiation  hawk,  sounded  even 
re  sanguine  when  he  told  the  audience,  "I  expect  in- 
ion  to  dip  below  3%  in  1996." 
nflation  optimists  have  every  reason  to  feel  up- 
it.  Most  recently,  the  August  producer  price  index 
finished  goods  fell  0.1%  from  July,  and  excluding 
srgy  and  food,  the  core  index  rose  a  mere  0.1%.  Af- 
accelerating  earlier  in  the  year,  ppi  inflation  has  fal- 
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len  back  to  1.3%.  That's  lower  than  a  year  ago. 

And  if  you  were  worried  that  accelerating  prices 
for  intermediate  goods  would  work  their  way  foi-ward 
to  finished  products,  you  can  rest  easy.  The  earlier 
runup  in  intermediate  goods  infiation  had  little,  if  any, 
impact,  and  prices  at  earlier  production  stages  are  now 
slowing  (chart).  Prices  of  intennediate  goods  have  not 
risen  for  two  months,  and  prices  of  crude  materials 
have  declined  in  three  of  the  past  four  months. 

The  glowing  PPI  report  on  Sept.  12  fueled  strong- 
rallies  in  both  the  stock  and  bond  mai'kets.  The  yield  on 
the  benchmark  30-year  Treasury  bond  dipped  to  6.5%, 
the  lowest  since  early  July,  and  the  major  stock  index- 
es climbed  to  record  highs.  The  excellent  price  perfor- 
mance holds  open  the  chance  for  another  interest-rate 
cut  at  the  Fed's  Sept.  26  policy  meeting. 

AUGUST  RETAIL  PRICES  only  reinforced  the  markets' 
optimism.  The  consumer  price  index  rose  only  0.1%  in 
August,  with  the  core  index  up  only  0.2%.  Prices  of 
consumer  goods  were  unchanged  for  the  thii'd  month  in 
a  row,  and  service  prices  rose  a  slim  0.2%  for  the  sec- 
ond consecutive  month.  Annual  consumer  infiation,  nm- 
ning  at  2.6%  in  August,  seems  likely  to  end  the  year 
very  close  to  the  nabe's  3.1%  projection. 

In  fact,  inflation  is  giving  eveiy  signal  that  it  has 
peaked  for  this  phase  of  the  business  cycle,  and  that  in 
1996  it  might  well  come  in  below  its  1995  rate.  The 
chief  reason  is  the  Federal  Reseive's  success  at  slowing 
the  economy.  That  slowdown  has  resulted  in  an  ap- 
parent peak  in  the  rate  at  which  the  economy  uses  its 
production  capacity  and  its  labor. 

As  a  result,  the  gap  be- 
tween actual  and  potential 
GDP,  a  measure  of  price  pres- 
sures in  the  economy,  re- 
opened this  year.  Strong 
growth,  in  1994  had  closed  the 
gap,  raising  inflation  concerns. 
This  gap  will  appear  even 
larger  when  the  Commerce 
Dept.  shifts  to  its  new  mea- 
sui'e  of  gross  domestic  product 
in  December,  since  the  new 
numbers  will  show  significantly  less  growth. 

As  the  NABE  points  out,  new  fiscal  restraint  and  a 
likely  softness  in  ofl  prices  are  also  inflation  pluses. 
The  cuirent  increase  in  worldwide  demand  for  oil  can 
be  met  by  non-OPEC  producers,  so  opec  has  no  leeway 
to  raise  prices  without  losing  market  share.  And  def- 


WANING  PRESSURE 
ON  PRODUCER  PRICES 
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A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA  UBOR  DEPT.  BW 


Business  Outlook 


icit  reduction  will  take  stimulus  out  of  the  economy. 

And  don't  forget,  the  CPi  itself  is  overstated:  It  omits 
how  consumers  substitute  cheaper  items  over  time.  It 
overlooks  new  products.  And  it  misses  quality  im- 
provements. The  NABE  says  when  the  government  re- 
benchmarks  the  CPI  in  1998,  inflation  will  end  up  0.5  to 
1  percentage  point  lower  than  the  current  measui'e. 

But  probably  the  most  compelling  reason  for  ex- 
pecting lower  inflation  in  1996  is  the  recent  strong 
growth  of  productivity  and  what  that  means  for  unit  la- 
bor costs.  As  it  turns  out,  productivity,  measured  as 
output  per  hour  worked  in  the  nonfarm  sector,  in- 
creased at  the  sterling  annual  rate  of  4.8%  in  the  sec- 
ond quartei;  the  largest  increase  in  nine  years.  The  La- 
bor Dept.  revised  last  quarter's  reading  up  sharply 
from  the  already  healthy  3%  advance  first  reported. 

AS  A  RESULT.  UNIT  LABOR  COSTS  last  quarter 

were  no  higher  than  they  were  a  year  ago.  That's  the 
first  four-quarter  period  of  zero  growth  in  30  years 
(chart).  Unit  labor  costs  are  wages  and  benefits  ad- 
justed for  productivity,  and  they  act  as  a  floor  under  in- 
flation, because  laboi'  is  two-thirds  of  a  product's  piice. 
If  they  are  slowing,  inflation  has  room  to  slow,  too. 

Although  the  December  gdp  revisions  will  result  in 
lower  productivity  growth  than  under  current  mea- 
sures, unit  labor  costs  may  not  be  affected  proportion- 
ately. Some  analysts  believe  that  compensation  will  be 


BRITAIN 


WHY  INFLATION  WILL 
BE  LOWER  NEHYEAR 


revised  somewhat  lower  as  well.  So  the  performance  < 
unit  costs  should  remain  excellent. 

That  shovdng  sets  this  inflation  cycle  apart  from  a 
others.  By  this  time  in  past  expansions — those  that  las 
ed  i'A  yeai's — the  annual  pace  of  unit  labor  costs  had  a> 
celerated,  as  had  inflation.  By  this  time  in  the  198( 
uptiUTi,  annual  unit  costs  were  gi'owing  4.1%.  The  onl 
time  unit  labor  costs  nvaled  theii'  cun'ent  perfonnanc 
was  in  the  early  '60s — when  inflation  was  about  1%. 

What  could  knock  the  1996 
inflation  forecast  askew?  Keep 
an  eye  on  service  prices.  De- 
spite the  stellar  outlook  for 
goods  inflation,  service  prices 
are  half  of  the  CPi,  and  ser- 
vice inflation  has  risen  to  3.4% 
in  August,  from  2.9%-  for  all 
of  1994.  Although  there  is 
plenty  of  anecdotal  evidence 
to  the  contraiy,  measiu'ed  pro- 
ductivity gains  in  services 
have  not  matched  those  in  manufacturing,  so  unit  labc 
costs  are  growing  faster. 

However,  that  could  be  just  a  measurement  probler 
since  gauging  the  output  of  a  bank  or  an  accountin 
fiiTn  isn't  easy.  If  so,  just  like  one  of  those  old  Vanguai 
missiles,  the  recent  pickup  in  service  inflation  is  likei 
to  fall  back  to  earth  as  well. 


•90  '91     '92     '93     '94  '95 
APERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  IA80R  DEPT,  COMMERCE  DEPT  .  BW 


AFTER  A  HIKE  TOO  FAR,  AIV  INTEREST  RATE  CUT? 


Just  as  in  eveiy  meeting  since 
Febioiary,  the  monetary  pow- 
ers in  Britain  left  interest  rates 
unchanged  at  their  Sept.  7  meet 
ing.  Unlike  the  past  four  meet- 
ings, however.  Bank  of  England 
Governor  Eddie 
George  likely  did  not 
ask  Chancellor  of  the 
Exchequer  Kenneth 
Clarke  to  raise  rates. 

George  publicly 
backed  away  from  his 
rate-hike  campaign  in 
a  speech  to  mortgage 
lenders  on  Sept.  12. 
The  shift  reflects  the 
economy's  weaker 
tone,  which  gr-ew  2.8%  in  the  year 
ended  in  the  second  quarter,  down 
from  a  3.7%  pace  in  the  first  and 
4.1%'  in  the  fourth.  Any  sector  not 
benefiting  from  the  export  boom 
is  in  recession. 


A  SHARP  SLOWDOWN 
AT  THE  FACTORY 


BRITISH 
MANUFACTURING 
OUTPUT 
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k  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA  CENTRAL  STATISTICAL  OFFICE, 
DRI/McGRAW-HILL,  BW 


The  third  quailei'  is  not  start- 
ing off  well,  in  part  because  al- 
most all  of  last  quarter's  growth 
came  in  inventory  accumulation. 
And  businesses  ai'e  now  paring 
the  excess  stock  levels.  As  a  re- 
sult, factory  output  in 
July  unexpectedly 
tumbled  0.4%.  Yeariy 
production  rose  only 
1.3%  in  July,  the  slow- 
est pace  in  1^  years 
(chart). 

Activity  elsewhere 
is  faltering  because  of 
the  three  rate  hikes 
made  from  September 
to  February,  which 
pushed  the  base  lending  rate  to 
6.75%.  Housing  starts  plunged 
21.1%  in  July  ft'om  a  year  ago, 
and  retail  sales  have  fallen  off. 
The  Confederation  of  British  In- 
dustry's survey  showed  that  more 


retailers  reported  declining  sales 
in  August  than  rising  sales. 

Employment  is  also  suffering. 
After  falling  sharply  in  the  previ- 
ous two  years,  the  jobless  rate 
has  hardly  moved  since  April.  Au- 
g"ust  joblessness  stood  at  8.2%, 
and  the  annual  pace  of  weekly 
earnings  slowed  to  3M%  in  July, 
from  31^%  in  June,  a  sign  of  easing 
inflation  pressures. 

After  their  meeting,  Clarke 
dismissed  any  notion  of  I'ecession, 
but  he  was  more  upbeat  about 
1996  than  most  private  econo- 
mists. George  likely  remains  con- 
cerned that  inflation  is  still  above 
the  government's  target  of  2.5% 
for  its  preferred  gauge:  retail 
prices  less  mortgage  interest. 
But  amid  signs  of  spreading 
weakness,  the  odds  of  a  rate 
cut — perhaps  before  yearend — 
are  rising. 


United's  Connoisseur  Class!  Comfy  and  Cosey 
to  the  ends  of  the  world. 


Walter  Cospv.  and  all 
1)1  the  55.()()()  eiii|)l()vee-o\\  ners 
of  United,  are  vvorkinji  hard  to  make  ever\  Hight  great.  Nowhere  is  this  more 
evident  than  with  our  Connoisseur  Class."  International  business  traxel 
beyond  luxurious.  Exce[)ti(mal  wines.  Culinary  perfection.  Elegance,  from 
continent  to  continent.  Another  shining  example  of  what 
these  proud  new  owners  are  most  proud  of. 


Another  good  reason  more  people  are  Hying  the  li  ieiid 
Its  obvious  we  don't  just  work  here. 


skie>  today. 


^United  Airlines 


News:  Analysis  &  Commentary 


AUTOS 


LET  S  MAKE 
A  DEAL 

This  season,  car  buyers  are  in  the  driver's  seat 


Last    September,  Irvine 
(Calif.)  car  dealer  John 
B.T.  Campbell  III  had  to 
beg  Detroit  to  send  him 
more   vehicles.   Even  on 
overtime,  auto  makers 
couldn't  keep  up  with 
runaway  demand.  Fast- 
forward  a  few  months. 
Interest  rates  surged, 
confidence  flagged,  and  in 
January,  the  bottom  fell 
out.  "All  of  a  sudden,  we  weiv  liuned  in 
cars,"  Campbell  says.  "I  told  Ford:  Don't 
even  think  of  sending  us  a  single  car  for 
90  days." 

Now,  on  the  eve  of  the  1996  model 
year,  dealers  say  the  feast-or-famine 
market  has  leveled  out.  "Toiler  a  dread- 
ful spring  and  a  muddle-through  sum- 
mer, I  would  say  we're  in  a  recovering 
fall,"  says  John  Casesa,  auto  analyst  at 
Wertheim  Schroder  &  Co.  Consumer 
demand  is  reviving  a  bit,  and  analysts 
say  U.  S.  light-vehicle  sales  should  reach 
14.7  miUion  units  this  year,  down  mod- 
estly fi'om  1994's  15.1  million  pace.  For 
next  year,  even  once-bearish  prognosti- 
cator  Lincoln  Menihew  at  DRi/McGraw- 
Hill  is  forecasting  an  increase  to  a  14.9 
million  sales  rate.  The  supply  side  of 
the  picture  also  is  brighter:  Detroit, 
chastened  by  a  midyear  glut  of  unsold 
cars,  has  slashed  fourth-cjuarter  produc- 
tion plans  by  5.7%. 

GIVEBACKS.  Meriihew  figiu-es  the  situa- 
tion in  autos  bodes  well  for  the  U.  S. 
economy  overall.  A  more  tonid  recovery 
in  sales — which  would  strain  supplies  of 
l^arts  and  raw  mateiials — might  help  re- 
Idndle  inflation.  The  cuirent  prognosis, 
he  says,  supjjoits  the  view  of  many  econ- 
omists that  the  Federal  Reserve  can  con- 
tinue to  engineer  a  soft  landing  to  mod- 
erate, sustainable  economic  gTowth. 

One  nagging  wony:  With  the  average 
price  of  a  new  car  now  hovering  just 
below  $20,000,  up  about  $3,500  since 


EUROPE  From  a  small  base,  bmw  and  Mercedes 
have  made  big  gams  with  lower-priced  models, 

 ^,  including  bmw's  new  318ti 

^P*^  hatchback.  A  big  ques- 

•4,„,^.ii^^ ^~€r~"*~^*  tion:  Can  Volkswa 

^  gen  come  back? 

Europe's  U.S. 
market  share 
has  stabilized 
at  about  3%. 


1!»9U,  many  execulivt's  rt.'ar  a  looming 
affordability  crisis.  Says  G.  Richard 
Wagoner  Jr.,  gm's  president  of  North 
American  operations:  "We  believe  af- 
fordability is  a  big  issue." 

To  soften  the  blow,  and  reignite  de- 
mand, auto  makers  have  cushioned  price 
hikes  with  big  cash  rebates  and  tempting 
lease  deals.  These  days,  32%  of  all  U.  S. 


NEW 
MODELS! 
TERRIFIC 
BARGAINS! 

Demand  may  be 
reviving,  but 
lease  deals  and 
rebates  are 
taking  a  bite  out 
of  carmakers' 
bottom  lines 


auto  sales  are  leases,  many 
bargain  rates,  up  ft-om  27% 
year  ago,  says  Art  Spinella 
CNW  Marketing  in  Bandon,  Oi 
And  Infiniti  had  to  resort  to 
$7,000  rebate  this  summer 
jump-start  sluggish  sales  of  i 
Q45  luxury  sedans.  Even  E 
rope's  BMW  and  Mercedes  no 
routinely  plug  cut-rate  leases, 
For  1996,  it's  going  to  ta] 
moi"e  enticements,  even  on  ne 
models,  to  keep  sales  up.  Laments  Ru 
sell  M.  DaiTow  Jr.,  the  West  Bend  (Wi 
owner  of  dealerships  selling  Chrysl 
and  Japanese  brands:  "The  incentiv 
turned  it  into  a  buyer's  mai'ket." 

How  much  are  buyers  calling  tl 
shots?  Even  Chiysler  Corj).,  the  stu 
bom  holdout  in  leasing,  has  caved.  TI 
summer,  it  began  offering  $299-a-mon 
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A  GENERAL  MOT< 

new  Saturn  subcomf 
its  only  significant  n* 
model.  Next  year  is 
er  story:  GM  has  abo 
dozen  new  vehicles  c 
mg.  Until  then,  marl' 
share,  which  has  fall 
32%,  may  continue 
decline. 
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les  on  its  popular  Jeep  Grand  Chero- 
.  Now,  Clii-ysler  plans  to  slap  attrac- 

I  leases  on  its  fast-selling  new  Dodge 
■avan  and  Plymouth  Voyager  mini- 
s.  Concedes  Chrysler  President  Rob- 
A.  Lutz:  "A  year  ago,  we  would  not 
e  contemplated  introducing  the  mini- 

with  a  lease  deal." 
)etroit  knows  all  these  givebacks 

II  reduced  profits.  The  steep  costs 
aunching  new  models — 
the  lost  output  and  sales 

ing  changeovers — will  also 
3  a  toll.  Chrysler's  prof- 
ire  suffering  at  least  tem- 
arily  as  the  company  in- 
luces  the  next  generation 
its  mainstay  minivans. 
•d  Motor  Co.  faces  an 
n  bigger  profit  bite  as  it 
igs  out  new  versions  of 
;e  of  its  biggest  sellers:  the  Taurus 
ily,  F-series  full-size  pickup  truck, 
Escort  subcompact,  which  account- 
for  40%  of  its  total  U.  S.  sales  last 
r.  As  a  result,  analysts  expect  Ford's 
•th  American  auto  unit  to  post  a 
ill  loss  for  the  thu-d  quarter.  General 
;ors  Corp.,  with  few  new-model 
iches  to  drag  down  profits,  "will  like- 
le  the  only  one  of  the  Big  Three  to 
1  more  than  last  year,"  says  Casesa. 
.RGUARD  ACTION.  But  gm's  lack  of 
'  offeiings  will  take  its  toll  on  mai'ket 
re,  now  at  32%.  Not  until  the  1997 
lei  year  will  it  be  able  to  tempt  buy- 
with  a  dozen  or  so  new  veliicles,  in- 
ling  an  all-new  Chevrolet  minivan. 
■ysler's  own  redesigned  minivans 


could  help  it  add  a  bit  to  its  15%  share. 
But  Foi'd's  26%.  market  shar"e  is  likely  to 
slip  at  least  temporarily  during  its  mul- 
tiple model  changeovers. 

To  ti-y  to  keep  its  shai'e  of  the  mai'ket 
steady.  Ford  is  working  to  woo  diehard 
import  owners  to  its  1996  lineup.  It  is 
mailing  owners  of  rival  Honda  Accords 
and  Toyota  Camiys  invitations  to  lease  a 
1996  Tamils  for  two  years,  or  retiun  the 


JAPAN  Plenty  of  new  models  are  due,  including  a 
revamped  Honda  Civic  and  Toyota's  new  RAVA  compact 
sport-utility  vehicle.  The  new  cars,  combined  with  cheap 
lease  deals,  could  give 
Japanese  car  companies 
a  slight  gain  in 
share  from 
today's  22%. 


car  aftei'  six  months  if  they  don't  like 
it.  Plus,  it  is  tlii'owing  $250  cash  offere  at 
Tamns  owners  who  lease  a  new  model. 

Japanese  carmakers,  meanwhile,  are 
unveiling  a  new  tactic  to  counteract 
their  largely  yen-induced  $2,000  to 
$8,000  per-car  price  disadvantage:  new 
vehicles  engineered  to  cost  sigiiificantly 
less.  Honda  cut  the  price  tag  of  the 
1996  Civic  by  an  estimated  $800  per 
car.  Nissan  also  has  stepped  up  its  ef- 
forts to  squeeze  costs  out  of  models 
such  as  Infiniti's  130  entiy-level  luxury 
car.  And  Toyota  Motor  Corp.  is  pushing 
hard  to  build  more  vehicles  in  lower- 
cost  U.S.  plants.  On  Sept.  11,  it  an- 


nounced it  will  begin  building  its  TlOO 
pickup  truck,  souped  up  with  a  V-8  en- 
gine, in  a  new  North  American  plant 
by  early  1999. 

Detroit  is  fighting  its  own  rearguard 
action  to  lower  base  prices.  Both 
Chrysler's  new  minivan  and  Ford's  new 
Taurus  made  antilock  brakes  optional 
rather  than  standard,  for  instance.  Over- 
all, Ford  is  raising  its  1996  prices  by 
an  average  of  2.5%  on  com- 
parably equipped  veliicles;  GM 
by  2.7%-;  and  Chrysler  by 
1.4%'.  The  dollar's  recent 
move  over  100  yen  has  given 
Japanese  car  companies  a 
slight  breather,  and  Auto- 
Pacific  Group  Inc.  analyst 
Christopher  W.  Cedergren 
estimates  they  will  increase 
prices  by  only  an  average  of 
2%.  this  fall. 
So  what's  hot  for  1996?  Ti-ucks 
and  sport-utility  vehicles  still  dominate. 
A  slew  of  new  sport-utilities,  fi-om  Toy- 
ota's snappy  little  RAV4  to  Nissan's  re- 
vamped Pathfinder,  will  join  the  red- 
hot  field.  But  even  on  these  products, 
lease  deals  and  rebates  are  likely. 
Splashy  new  models  alone  just  don't 
spark  sales  as  they  once  did.  Shrugs 
Lutz:  "People  don't  believe  anymore 
that  it's  vitally  important  or  prestigious 
to  have  the  latest  and  the  greatest." 
Car  dealers  such  as  John  Campbell  fer- 
vently hope  he's  wi-ong. 

By  Kathleeti  Kerwin,  with  Bill  Vlas- 
ic  and  Keith  Naughton  in  Detroit  and 
Larry  Armstro)ig  in  Los  Angeles 


▼  FORD  America's  best- 
selling  car  and  truck — the 
Taurus  and  the  F-series 
pickup — get  updates. 
Related  costs  may  leave 
Ford  with  a  third-quarter 
loss  in  U.S.  auto  opera- 
tions, and  the  company's 
market  share,  now  25%, 
may  slip  as  it  gears  up. 


A  CHRYSLER  The  new 

Sebrmg  convertible  and  a 
new  minivan  are  causing  a 
stir.  Chrysler  hopes  the 
cars  will  light  a  fire  under 
weak  demand  and  boost  its 
market  share  above  the 
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REAL  ESTATE 


CALL  IT 

THE  GREAT  WALT  WAY 

Disney  lays  claim  to  Manhattan  with  a  rash  of  real  estate  deals 


As  a  youngster  gi'owing  up  on  New 
York's  Park  Avenue,  Michael  D. 
Eisner  got  hooked  on  Broadway. 
Starting  with  Oklahoma!  at  age  2,  each 
of  young  Michael's  birthdays  was  cele- 
brated with  a  trip  to  the  theater.  Now, 
five  decades  and  an  entertainment  em- 
pire later,  Walt  Disney  Co.'s  chaimian 
seems  intent  on  reclaiming  a  piece 
of  his  former  haunt.  i 
As  part  of  a  group  headed  by  | 
Chicago  investor  Sam  Zell,  Dis-  s 
ney  is  bidding  to  own  a  piece  of 
famed  Rockefeller  Center,  com- 
plete with  its  ice-skating  link  and 
storied  Radio  City  Music  Hall. 
Zell  and  Disney,  facing  a  rival 
bid  from  Goldman,  Sachs  &  Co., 
may  not  end  up  with  the  proper- 
ty at  all.  And  as  investments  go, 
this  is  small  potatoes  for  Disney: 
Zell  puts  its  stake  in  his  $250 
million  takeover  at  roughly  $25 
inillion — that's  one-quarter  what 
the  company  spent  on  its  new 
Indiana  Jones  thrill  ride  at  Dis- 
neyland. But  the  strategic  and 
psychic  value  of  acquiring  yet 
another  Disney  showcase  could 
go  way  beyond  the  paltiy  sum 
involved. 

EXPANSIVE  VISION.  Disney  al- 
ready has  created  a  broad 
beachhead  in  the  Big  Apple. 
This  summer,  it  signed  a  long- 
term  lease  to  operate  the  90- 
year-old  New  Amsterdam  The- 
ater on  42nd  Street  just  off 
7th  Avenue.  Now,  after  pres- 
suring the  city  and  state  to 
provide  low-interest  loans  for 
75%  of  the  costs,  it  is  direct- 
ing a  $;j4  million  I'enovation 
of  the  property.  It  has  per- 
suaded AMC  Entertainment  to 
open  a  25-screen  film  complex 
down  the  block  and  has  the 
option  to  sell  time-share 
apartments  in  a  $303  mil- 
lion hotel  and  entertain- 
ment site  across  the 
street. 

Nearby,  a  Disney 
Store  is  scheduled 
to  open  next  year. 
Another  is  going  up 


on  Fifth  Avenue.  Brokers  also  say  Dis- 
ney is  looking  into  leasing  a  retail 
space  in  the  Woiid  Ti'ade  Center.  And 
with  its  deal  to  acquire  Capital  Cit- 
ies/ABC  Inc.,  it  will  inherit  Cap  Cities' 
headquarters  in  New  York — a  prime 
property.  "This  is  a  substantial  num- 
ber of  commitments  they  are  making," 
says  Mary  Ann  Tighe,  executive 
managing  director  of  real  estate 
brokerage  firm  Edward  S.  Gor- 
don Co.  and  a  board  member  of 
a  nonprofit  oi'ganization  over- 
seeing the  42nd  Street  renova- 


committed  $100  million  to  New  Yor 
real  estate  so  far. 

Why  would  Eisner,  whose  troops  ar 
scurrying  to  complete  the  company 
$19  billion  mergei"  with  Cap  Cities,  botl 
er  with  these  relatively  minor  project 
in  New  York?  Tlie  answer  may  Me  in  h: 
expansive  vision  of  Disney's  role  in  th 
entertainment  business.  "People  have 
need  to  get  out  of  their  homes  and  fin" 
live  entertainment,"  he  told  BUSINES 
WEEK  recently,  "and  if  they  venture  ou 
we  intend  to  be  there." 
RADIO  CITY  RULERS?  That's  why  Di, 
ney  bought  pro  hockey's  Mighty  Ducl< 
of  Anaheim  and  has  an  option  to  bu 
baseball's  California  Angels.  It's  wh 
the  company  launched  Beauty  and  Hi 
Beast  on  Broadway  last  year  and  plai 
by  1997  to  launch  a  new  stage  show 
year  in  New  York.  Among  the  possibi 
ities:  Mary  Poppins,  Pocahontas,  an 
a  children's  version  of  the  opera  Ai(l( 
Already,  Beauty,  which  is  playing  t 
sellout  crowds  in  Broadway's  Palar 
Theater  and  in  Los  Angele 
Toronto,  and  other  cities,  is 
major  profit  center. 

Disney  is  no  stranger  t 
Radio  City,  where  it  opene 
its  Lion  King  and  Beaut 
animated  films  and  where 
annually  stages  its  Chi-is 
mas  shows.  As  part  of  tii 
Zell  deal,  the  company  hi 
an  option  to  pick  up  th 
management  contract  for  th 
>,s74-seat  venue  and  for  th 
smallish  Equity  Theatt 
nearby.  Zell  is  counting  o 
his  partner's  help  in  turnin 
around  money-losing  Radi 
City.  "Disney  enhances  tli 
value  of  the  center  and  nut 
bring  it  back  to  prominence 
Zell  says. 

Disney  executives  den 
that  they  are  about  to  a' 
sume  control  of  Radio  Cit 
But  there  is  a  precedent  fc 
such  a  move:  A  few  yeai 
back,  Disney  took  over  th 
dilapidated  El  Capitan  The; 
ter  in  Hollywood  and  invcs 
ed  $16  million  in  an  upgTad 
Today,  the  El  Capitan  show 
only  Disney  movies,  wit 
stage    shows    as  reguh 
events.  There  are  other  signs  that  Di: 
ney  thinks  such  a  strategy  is  smar 
Realtors  in  Chicago  say  Disney  also 
considering  upgrading  that  city's  Chic; 
go  Theater  for  use  in  promoting  Disne 
movies. 

Still,  Disney  executives  say  the 
role  in  Zell's  deal  is  little  more  tha 


investment.  "We  needed  a  place  to 
est  the  cash  that  this  company  pro- 
:es,"  says  Stephen  Bollenbach,  Dis- 
''s  chief  financial  officer,  "and  this 
is  like  a  good  bet."  And  Disney  has 
^ely  pulled  back  from  other  real  es- 
;  investments.  In  1987,  it  sold  off 
expansive  Arvida  real  estate  devel- 
nent  unit,  choosing  instead  to  con- 
trate  on  far  more  modest  time-share 


communities  in  Hilton  Head,  S.  C,  and 
Vero  Beach,  Fla.,  as  well  as  on  Cele- 
bration, its  residential  village  in  Flori- 
da (box). 

For  now,  Disney's  New  York  pres- 
ence seems  slightly  inconginous.  Look- 
ing at  the  desolate  scene  around  the 
sooty  New  Amsterdam,  it's  hard  to  im- 
agine the  Disneyfication  to  come.  A 
nearby  shop  sells  Harley  Davidson  and 


heavy  metal  T-shirts,  and  down  the 
block  The  Nugget  advertises  "Live 
Gii'ls.  25-cent  peep-show"  in  neon  lights. 
These  no  doubt  are  not  the  Broadway 
memories  of  Eisner's  youth.  But  even  in 
Times  Scjuare,  Disney's  coffers  could 
work  some  very  fast  magic. 

By  Ronald  Grover  in  Los  Angeles, 
with  Suzanne  Woolley  in  New  York  and 
Riclmrd  A.  Melcher  in  Chicago 


A  THEME  PARK  YOU  CAN  LIVE  IN 


No  one  wears  mouse  ears,  and 
there's  no  pixie  dust  in  the 
air — none  you  can  see,  anyway. 
Still,  Celebration,  Fla.,  a  new  hous- 
ng  development  15  minutes  from 
Drlando,  is  unmistakably  a  Walt 
Disney  production.  It's  immaculate, 
t's  high-tech,  and  it's  Middle  Amer- 
ca.  "It's  like  living  in  a  Norman 
Rockwell  painting  with  all  the  mod- 
ern technology,"  gushes  visitor  Pa- 
;ricia  Gorman. 

In  mid-August,  Disney  unveiled 
)lans — and  a  few  model-home  fa- 
;ades — for  its  4,900-acre  develop- 
nent,  a  vision  hatched  long  ago  by 
bunder  Walt  Disney  and  the  prod- 
ict  of  nine  years  of  work  by  dozens 
)f  architects,  town  planners,  and 
!onsultants.  The  plan:  a  self-con- 
;ained  village,  modeled  after  pre- 
A^orld  War  II  Southeastern  towns, 
"eaturing  specific  architectural  styles 
md  shopping,  learning,  and  recrea- 
;ion  areas. 

While  such  all-in-one  projects 
lave  been  undertaken  before,  says 
irchitect  Andres  Duany,  Disney  "will 
pve  it  a  corporate 
mprimatur." 
indeed,  Cele- 
)ration  will 
)e  rooted  in 
>ix  architectu 
•al  standards, 
rom  colonial  to 
VIediterranean,  all  in- 
iluding  wide  front 
jorches  with  garages 
janished  to  the  rear. 
Builders  must  follow 
■pattern  books"  designat- 
ng  myriad  specifications, 
Tom  ceiling  heights  to  front  de- 
ailing.  "The  project  is  so  canned 
;here  is  no  creative  crossover," 
grouses  Orlando  architect  John 
Senry. 

Canned  or  not,  rumors  of  Disney's 
Dlans  generated  more  than  2,000  in- 
piries  before  the  preview  center 
3ven  opened;  when  it  finally  did, 


4,000  visitor's  appeared  in  the  fii'st 
weekend.  Terry  and  Beverly  Neff 
were  so  impressed,  they  put  their 
home  in  nearby  Hunter's  Creek  up 
for  sale  the  very  day  of  their  visit — 
even  though  the  fii'st  of  Celebra- 
tion's homes  won't  be  ready  until 
mid-1996.  Its  first  phase  will  include 
350  houses,  starting  at  $127,000  for  a 
1,300-square-foot  townhouse,  and  123 
apartments  for  rent. 

Much  of  Celebration's  appeal  has 
to  do  with  its  approachable,  human 


date  kids  ft'om  pre-kindergarten 
through  12th  grade.  Disney  consult- 
ed five  universities,  contributed  .$11 
million  in  land  and  capital,  and  will 
spend  $9  million  more  for  teacher 
training  and  other  enhancements  for 
the  school,  which  is  being  built  and 
operated  by  Osceola  County.  Next 
door,  at  the  planned  Celebration 
Teaching  Academy,  teachers  will 
learn  innovative  teaching  methods. 
A  fiber-optic  link  will  connect  the 
schof)l,  health  center,  and  homes. 


'.'S  center,  plus  go 
course,biKep  ^^st 


quality.  Anchoring 
the  mix  of  apart- 
ments, townhouses, 
and  single-family 
houses  will  be  a 
'town  center"  with 
shops,  a  bank,  and  a 
two-screen  cinema.  Bike 
and  walking  trails,  parks, 
and  an  18-hole  public  golf 
course  will  provide  recreation. 
Next  to  a  separate  office  cen- 
ter, called  Celebration  Place, 
will  be  Celebration  Health,  a 
health-and-fitness  center  fo- 
cusing on  wellness  programs. 

Flanking  the  town  center, 
a  public  school  will  accommo- 


For  all  this,  Disney  is  charging 
$90  to  $100  a  square  foot,  roughly 
30%  more  than  homes  command  in 
suiTounding  communities.  The  prices 
put  off  some  would-be  Celebrators: 
"For  New  Jersey,  they're  not  bad, 
but  for  here,  they're  on  the  high 
side,"  says  Doug  Samuel,  who  is 
moving  to  the  area  from  the  Garden 
State.  Celebration  officials,  though, 
say  prices  are  comparable  when  all 
of  the  extras  are  considered.  Seven- 
year-old  Colleen  Gorman  puts  her 
finger  on  the  biggest  extra  of  all.  "I 
like  being  close  to  Disney,"  she  says. 
Many  of  the  gi'ownups  here  agi"ee. 

By  Gail  DeGeorge 
in  Celebration,  Fla. 
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EXECUTIVE  SUITE 


AT  IBM,  THE  GREAT  SHRINK-DOWN 
MAY  BE  OVER 

With  a  new  management  team,  the  focus  shifts  to  growth 


For  a  time,  IBM  Chief  Financial  Offi- 
cer Jerome  B.  York  was  just  what 
the  struggling  computer  giant 
needed.  In  a  little  more  than  two 
years,  the  blunt-talking  executive  engi- 
neered a  balance-sheet  turnaround  by 
relentlessly  slicing  corporate  fat.  Then, 
on  Sept.  1,  he  dropped  a  bombshell: 
He  resigned  to  become  vice-chairman 
of  Kirk  Kerkoi'ian's  Ti'acinda  Coip.  and 
join  its  bid  to  take  over 
Chiysler  Coip.  York  ac- 
knowledges he's  leaving 
IBM  just  as  Chairman 
Louis  V.  Gerstner  Jr.  is 
making  a  major  stra- 
tegic shift,  from  York's 
no-holds-barred  cost- 
slashing  to  a  new  focus 
on  boosting  revenue. 
"Lou's  charter  is,  at  this 
point  in  time,  certainly 
the  opposite  [of  mine]," 
York  says. 

That  change  in  em- 
phasis is  largely  behind 
what's  shaping  up  as  a 
major  management  shuf- 
fle at  IBM.  To  replace 
York,  Gerstner  named 
longtime  colleague  G. 
Richai'd  Thoman  as  CFo, 
yanking  him  off  the  as- 
yet-incomplete  task  of 
turning  around  Big 
Blue's  struggling  PC 
business.  Gerstner  also 
moved  four  executives 
up  the  ladder.  The  big 
surprise:  Longtime  IBM 
executive  Robert  M. 
Stephenson,  unknown 
outside  the  computer  giant,  was  given 
the  high-jM-ofile  job  of  nmning  the  PC 
business.  Wliat's  more,  IBM  shuffled  ex- 
ecutives in  its  troubled  software  busi- 
ness. In  all,  nearly  a  dozen  executives 
changed  jobs. 

SOFTWARE  CZAR.  Meanwhile,  Gerstner 
has  been  quietly  bolstering  the  ranks 
with  outsiders,  llie  latest  example:  Gian 
Carlo  Bisone,  lured  from  rival  Compaq 
Computer  Corp.  to  be  software  mar- 
keting chief.  Up  and  down  the  ladder, 
Gerstner  has  recmited  scores  of  execu- 
tives to  nan  eveiything  from  Pf  manu- 


facturing to  high-level  consulting  units. 
Since  April,  1993,  when  Gerstner  took 
over,  12%  of  IBM  management  has  come 
from  places  such  as  Black  &  Decker, 
Booz  Allen,  NEC,  Citibank,  mci  Commu- 
nications, and  Compaq.  "I'm  sorry  to 
see  York  go,  but  Gerstner  does  seem 
to  be  building  a  strong  team,"  says  Wil- 
liam Milton  Jr.,  an  analyst  with  Brown 
Brothers  Harriman  &  Co. 


SHUFFLING  THE  DECK 


<  GIAN  CARLO  BiSONE,  48,  general 
manager  of  software  nnarketing. 
Strength:  an  ex-Compaq  Computer 
exec  with  global  marketing  expertise. 

'OBERT  STEPHENSON  ►  57,  senior 
vice-president  and  pc  chief.  Strengths: 
no-nonsense  attitude  and  ability  to  car- 
ry out  existing  strategy. 

<  '  :  "      '     51,  chief  finan- 
cial officer.  Strengths:  longtime  Gerst- 
ner confidant,  rich  international  experi- 
ence, has  run  several  ibm  businesses. 

'■^iJ'^,^^^,  ►  46,  general  man- 
ager m  charge  of  North  American 
sales.  Strength:  well-respected  by  ibm's 
sales  force. 

M  JOHN  m.  THOMPSON,  52,  senior 
vice-president  and  top  software  exec. 
Strengths:  analytical  skills,  willingness 
to  bring  in  outside  people  and  suppliers. 

►  46,  general 
manager  of  ibm's  Personal  Software 
Products  Div.  Strength:  has  worked  with 
companies  developing  software  for  ibm. 

Gerstner's  main  goal:  To  shift  ibm's 
mix  of  skills  from  old-line  mainframes 
and  minicomputers  to  high-gi-owth  busi- 
nesses such  as  networking,  software, 
and  services.  That  job  is  far  ft-om  com- 
plete, as  became  obvious  on  Sept.  13 
when  IBM  stock  sank  3%  to  94X,  on  the 
news  that  mainframe  delays  would  hurt 
third-quarter  earnings. 

Gerstner's  latest  top-management 
picks  are  executives  he  thinks  can  pro- 
duce gi-eater  gi-owth.  As  head  of  North 
American  sales,  Stephenson  helped 
streamline  the  sales  organization,  estab- 


lish  industry-specific  sales  units,  and  d( 
vise  a  compensation  plan  that  booste 
PC  sales  dramatically.  David  M.  Thomai 
who  once  headed  IBM's  successful  AS/40 
minicomputer  business  and  recently  ra 
Asia/Pacific  sales,  now  gets  the  Nort 
American  sales  job. 

Bolstering  IBM's  critical  softwar 
business  is  another  key  element  of  th 
shakeup.  Software  units  contribute  $1 
billion  a  year  in  revenue  and  an  est 
mated  $2.5  billion  in  ibm  profits.  Bi 
those  numbers  have  been  slipping  thi 
year.  So  in  January,  Gerstner  made  e? 
perienced  troubleshooter  John  IV 
Thompson  IBM's  software  czar — its  firs 
In  addition  to  bringing  in  Bison( 
Thompson  shook  up  the  troubled  OS/ 
software  unit,  moving  in  longtime  mai 
keting  executive  John  W.  Thompsoi 
John  W.,  who  is  nc 
related  to  John  M.,  hi 
been  working  to  e? 
pand  IBM's  stable  of  ii 
dependent  softwar 
developers. 
GLOBAL  SAVVY.  Th( 
man  could  be  anothe 
big  asset,  analysts  sa 
He  has  worked  wit 
Gerstner  for  23  year 
in  various  capacities 
Moi'eover,  he  ran  seA 
eral  ibm  businesses,  ir 
eluding  PCS.  And,  he 
the  first  IBM  CFO  wit 
a  heavy  dose  of  intei 
national  experience- 
an  area  where  th 
company  already  doc 
62%  of  its  busines 
and  one  that  Gerstnc 
is  stressing. 

At  IBM,  cost-slashin 
remains  an  importar 
goal.  To  make  room  fc 
new  recruits,  the  con 
pany  has  cut  workei 
in  administration,  f 
nance,  and  marketinj 
Now,  analysts  expect ; 
to  launch  a  new  roun 
of  cuts  in  its  North  American  worl 
force — anywhere  ft'om  6,000  to  10,00 
employees — by  the  end  of  this  montl 
The  cuts  will  allow  Gerstner  to  add 
substantial  number  of  employees  in  fas' 
gi'owing  businesses,  while  keeping  en 
ployment  at  around  215,000  to  220,001 
analysts  say. 

Now,  if  all  those  new  managers  wi 
just  lead  the  way,  maybe  ibm  could  g( 
on  to  the  next  phase  of  its  recovery- 
revenue  gi'owth. 

By  Ira  Sager,  ivith  Amy  Coiiese,  i 
New  York 


ECUTIVE  SUITE 


RAWL  IN  THE  COCKPIT 
r  USAIR 

the  board  takes  a  tough  stance  on  unions,  the  CEO  bails  out 


lor  Seth  E.  Scho- 
I  field,  the  break- 
ing point  came 
Friday  afternoon, 
\f  28,  in  the  wan- 
ness eighth-floor 
.rdroom  of  usAir 
)up  Inc.'s  head- 
irters  in  Arling- 
,  Va.  Months  of 
;otiations  with 
ms  to  reduce  sky- 
1  labor  costs  were 
ng  nowhere.  As 
chief  executive 
Ded  coffee  with 
)n  representatives 
le  discussing  the 
Tis  of  a  new  con- 
st with  the  Air 
e  Pilots  Assn., 
ofield's  mood  sud- 
ly  darkened,  say 
rces  who  attended 
meeting.  "We  are  SCHOFIELD: 
an  impasse,"  he 
claimed.  "We  just  can't  do  it." 
i'ive  weeks  later,  on  Sept.  6,  Schofield 
uptly  announced  his  resignation,  ef- 
;ive  as  soon  as  a  successor  is  in- 
led.  His  departure  shocked  the  in- 
try:  The  executive  has  been  widely 
iited  for  making  usAir  profitable  de- 
e  two  fatal  ah-  abashes,  union  strife, 
a  gloomy  forecast  of  the  company's 
ire  by  its  own  accountants. 
ESH  Legs."  Under  Schofield,  56,  the 
ion's  sixth-largest  airhne  has  indeed 
ie  gains.  For  usAir's  directors,  how- 
r,  "it's  only  a  job  half  done,"  says 
rd  member  John  W.  Harris,  presi- 
t  of  a  real  estate  development  fii-m. 
n  after  the  union  talks  bi'oke  down, 
ofield  and  directors  agi-eed  that  he 
uld  step  down  for  the  good  of  the 
ne.  "The  highly  visible  and  ch-awn-out 
otiations  with  the  unions  just  didn't 
■k,"  says  a  foi-mer  board  member, 
lore  important,  few  of  usAir's  diverse 
fractious  interests  were  happy  with 
ofield's  progi'ess.  British  Aii-ways  PLC, 
fi  thi-ee  boai-d  seats  and  24.6%  equity 
ie,  wanted  to  see  a  much  tougher 


stance  with  the  compa- 
ny's unions.  Investor 
Warren  E.  Buffett, 
forced  to  write  down  his 
Berkshire  Hathaway 
Corp.'s  stake  in  the  aii-- 
line  by  $270  million,  was- 
n't any  more  sanguine. 
Union  officials  and  other 
sources  say  the  board- 
room had  gi'own  tense  in 
recent  months. 

Schofield  declined  to 
discuss  his  resignation;  a 
usAir  spokesman  said  only  that  the 
board  wanted  "fresh  legs."  At  one  time, 
though,  the  airline's  board  appeared  to 
judge  Schofield  as  well  up  to  the  task. 
He  came  into  the  job  in  mid-1992,  after 
35  yeai's  with  the  canier,  and  developed 
an  ambitious  plan  to  cut  $1  billion  a 
year  fi'om  expenses.  Progress  was  slow. 
Then,  earlier  this  year,  Schofield  man- 
aged to  strike  tentative  pacts  with  each 
of  the  airline's  unions.  After  five  straight 
years  of  losses,  usAir  reported  a  $112.9 
million  second-quarter  profit.  It's  now 
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poised  to  make  money  for  the  full  year. 

But  the  sunny  financial  outlook  only 
played  against  Schofield.  Union  leaders 
questioned  whether  they  still  had  to 
concede  work  rules  and  wages  for  a 
company  that  was  suddenly  profitable. 
Led  by  the  pilots,  they  pushed  for  seats 
on  usAir's  board,  plus  a  stake  in  the 
company,  in  exchange  for  .$2.5  billion 
in  givebacks  over  five  years.  They 
pressed,  too,  for  British  Air  and  Buffett 
to  accept  lower  dividends  on  their  pre- 
ferred stock. 

BUFFETT  BEEF.  Meanwhile,  British  Air 
was  angling  for  an  agi'eement  allowing 
it  to  stiike  paitnerships  with  other  U.  S. 
aii'Hnes,  a  move  Schofield  and  the  unions 
both  opposed.  Neither  British  Air  nor 
Buffett  would  accept  the  dividend  cuts. 
And  British  Air  balked  at  putting  work- 
ers on  the  board.  "We  disagi-ee  with  it 
in  principle,"  British  Air  Chairman  Sir 
Colin  Marshall  said  in  May.  "But  we 
must  wait  until  we  see  the  deal  in  full 
before  making  any  decisions." 

Schofield  was  caught  in  the  middle.  It 
didn't  help  that  Buffett,  disenchanted 
after  seeing  the  value  of  his  usAir  stock 
plunge  75%,  amiounced  in  Mai'ch  that  he 
and  Berkshire  Hathaway  Vice-Chair- 
man Charles  T.  Munger  would  step 
down  fi-om  the  board  in  November 

Now,  despite  uSAir's  relative  finan- 
cial health,  some  unionists  fear  the 
worst.  With  Schofield 
and  Buffett  leaving, 
"British  Air  is  the  only 
one  left  standing,"  says 
one  negotiator,  likely 
pointing  usAir  toward 
more  labor  war.  Indeed, 
ba's  Marshall,  who  is 
helping  to  lead  the 
search  for  Schofield's  re- 
placement, probably  will 
favor  someone  who  will 
take  a  hard  line  in 
union  talks.  Two  possi- 
ble successors  are  for- 
mer United  Airlines 
chief  Stephen  M.  Wolf  or  Hollis  Hairis, 
who  headed  Delta  Air  Lines. 

British  Ail-  must  decide  by  the  end  of 
January  whether  to  extend  its  option 
to  buy  more  of  usAir-'s  stock.  The  aii-Une 
surely  could  use  more  capital.  But  ba 
has  said  it  won't  increase  its  stake  un- 
less the  carrier  lowers  labor  costs.  And 
the  unions  aren't  budging.  To  investors, 
the  scenario  must  seem  depressingly  fa- 
miliar. Schofield's  departure,  ultimately, 
may  not  solve  any  of  usAir's  problems. 
By  Christina  Del  Valle  in  Washington 


Jnder  Schofield,  USAir  has  made  big  gains-despite  two 
crashes,  union  strife,  and  a  gloomy  financial  forecast 
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THE  FED 


SO  MANY  SEATS, 

SO  LITTLE  ROOM  TO  MANEUVER 

The  GOP  won't  make  it  easy  for  Clinton  to  fill  Fed  vacancies 

flation,  and  the  markets  coiild  well  react 
negatively  if  he  gets  the  boot.  "Nomi- 
nating anyone  besides  Greenspan  is  a 
risk   for  the  Administration," 
warns  Senator  Connie  Mack  (R- 
Fla.),  chairman  of  the  Joint  Eco- 
nomic Committee.  "The  Adminis- 
tration should  be  careful  about 
politicizing  the  Fed." 
White  House  aides  say  Clinton  con- 
siders Greenspan  too  hawkish  on  infla- 
tion. Given  the  choice,  the  President 


Every  President  up  for  reelection 
should  be  so  lucky:  The  economy 
seems  headed  toward  solid  gi'owth 
through  November,  1996.  Wliat's 
more,  Bill  Clinton  has  an  opportu- 
nity in  coming  months  to  influence 
economic  policy  by  filling  three  of 
seven  seats  on  the  P^ederal  Re- 
serve Board — including  the  powei'ful 
chairmanship.  Funny,  then,  that  the 
Pi-esident's  advisers  are  fai'  fi'om  gleeful 
about  this  stroke  of  good  fortune. 


^  The  problem:  The  Rej)ublican-con- 
«  trolled  Senate  is  vowing  to  play  hard- 

•  ball  over  the  Fed  vacancies,  gop  op- 
■  position  already  has  torpedoed  a 
,  potential  candidate  to  replace  former 
I  Governor  John  P.  LaWare,  whose  seat 
'  has  been  vacant  since  March.  Now,  Re- 
I  publicans  are  threatening  to  exercise 
g  their  veto  power  when  Vice-Chairman 

•  Alan  S.  Blinders  term  expires  on  Jan. 
31  and  when  Chairman  Alan 
Greenspan's  term  runs  out 
Mar.  2.  "They'd  better  be 
careful  about  who  they  send 
up,  because  it  won't  be  a 
rubbei'  stamp,"  warns  Sen- 
ate Banking  Committee  Chairman 
Alfonse  M.  D'Amato  (R-N.Y.). 

FEW  ALTERNATIVES.  COP  lawmakers  are 
all  but  demanding  that  Clinton  reap- 
point Gi-eenspan,  a  conservative  Re- 
publican, U)  a  third  four-year  term. 
Greenspan  is  popular  on  Wall  Street, 
which  believes  he  has  delivered  the  per- 
fect mix  of  moderate  growth  and  low  in- 


THE  GOVERNORS  would    prefer  « 
Blinder  (left)       someone     who  ♦ 
and  Greenspan     shai-es  Ms  philoso-  ^ 
end  their  terms    phy — and  would  be  • 
soon:  the  seat       more  beholden  to  • 
held  by  LaWare    the   White    House.  ' 
(top)  has  been      But  Clinton  has  few  i 
open  for  months  alternatives.  Ti-easmy 

Secretaiy  Robert 
E.  Rubin  would  have  the  best  shot 
at  Senate  confiiTnation,  but  he  does 
not  appear  interested.  Promoting 
Blinder  would  meet  with  I'esistance 
from  Wall  Street  and  Hill  Repubhcans, 
who  view  him  as  an  inflation  dove.  If 
passed  over  for  the  top  job.  Administra- 
tion officials  believe  Bliiidei-  wall  retiuii  to 
Piinceton  University. 

Other  Clinton  economic  aides — Na- 
tional Economic  Council  Director  Laiu'a 
D'Andrea  Tyson  and  Deputy  Treasury 
Secretaiy  Lawi'ence  H.  Summers — lack 
the  stature  to  serve  as  Fed  boss,  say 
Republicans.  "If  they  send  us  any  name 
other  than  Greenspan,  we  just  might 


not  act  on  it,"  says  Senator  Robert  '. 
Bennett  (R-Utah)'. 

Two  outside  possibilities  for  cha  - 
man:  William  J.  McDonough,  preside; 
of  the  Federal  Reserve  Bank  of  Nr 
York,  and  his  predecessor,  E.  Ger;il 
Corrigan.  But  they  don't  know  Clint  i 
well,  and  both  are  inflation  hawl 
"Neither  is  better  than  keeping  Gn  ( 
span,"  says  a  fomer  Fed  official. 
RATE  DEBATE.  As  for  the  other  sea  . 
finding  nominees  suitable  to  the  coi' 
tough.  The  Wliite  House  preempt  i\  i 
yanked  its  fii'st  choice  for  the  open  V  \ 
seat.  Administration  economist  Alici 
H.  Munnefl,  after  Senate  Republicii 
complained  that  she  is  too  libci- 
Choice  No.  2,  Amencan  Stock  Exchan,; 
President  Richard  F.  Syron — form  ■ 
president  of  the  Boston  Fed — pass  ! 
on  the  job.  Current  candidates  inclu ; 
First  Chicago  Bank's  chief  econonii:, 
James  E.  Annable  1 
First  Chicago  Pi  i- 
dent  Leo  F.  Mulli. 
and  Harvard  Unix  ( 
sity  economist  lie 
jamin  M.  Friedivi;i. 
But  both  Mulliii  ai 
Friedman  seem  td 
holding  out  foi-  t  ■ 
vice-chairman's  jnh. 

Presidential  aid 
involved  in  the  si-ai 
say  Greenspan  cnii 
seal  Chnton's  supi  i 
with  fuilher  rate  ci 
to  help  sustain  i 
expansion  tlu'ougli  i 
election.  The  Wlir 
House  wants  the  1 
to  trim  the  5.75%  federal  funds  ratr 
5.25%  by  yearend — starting  with  a  (|U; 
ter-point  cut  at  the  Fed's  next  puli' 
meeting  on  Sept.  26.  "If  Greenup 
doesn't  loosen  and  the  economy  dix  -i 
pick  up  steam  soon,  all  bets  are  nl 
says  one  adviser. 

But  given  Clinton's  dearth  (if  < 
tions,  Greenspan  &  Co.  ma\'  r 
that  bluff.  With  the  econmr 
showing  signs  of  recovering  ti  i 
its  summer  swoon,  a  number 
Fed  officials  are  reluctant  to  ( 
rates  anytime  soon — and  then  onl;. 
the  Administration  and  Congi'ess  dcli\ 
on  their  vow  to  slash  the  federal  dt  I  k  . 

Some  advisers  want  Clinton  sim{; 
to  name  his  choices  and  campaij 
against  the  cop  for  playing  politics  wi 
the  Fed.  But  that  won't  help  the  ecor 
my  or  the  President's  reelection  chana 
Before  it's  all  over,  Clinton  may  ju 
find  himself  declaring  his  devotion 
Alan  Greenspan. 

By  Dean  Foust  in  Washingh 
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ME  LONG  KNIVES  ARE  OUT 
DR  BILL  GOULD'S  NLRB 

t  the  labor  board's  chief  isn't  cowed  by  House  budget  threats 

jolitical   savvy  he 
'may  be  short  on. 
But  say  this  for 
Gould:  He  has  guts. 
Ls  congressional 
vies  brandish  their 
get-cutting  knives, 
ds  of  many  regulato- 
igencies  are  scurry- 
to  placate  Republi- 
constituents  in  the 
iness  communitv. 
;  William  B.  Gould 
As  chairman  of  the 
;ional  Labor  Rela- 
s  Board,  Gould  has 
tinued  his  agency's 
ressive  pursuit  of 
)loyers  who  violate 
?ral  labor  law. 
Jow.  the  nlrb's  fate 
n  the  line.  In  mid- 
employers  unhap- 
with  agency  rulings 
inst  them  prodded  House  Republi- 
3  to  slash  the  board's  $176  million 
ual  budget  by  30%.  While  a  Sen- 
subcommittee  voted  on  Sept.  13  to 
ntain  funding  at  current  levels, 
ncy  insiders  still  expect  the  board 
vind  up  with  heavy  cuts  when  the 
bills  are  reconciled  in  October.  Giv- 
a  30%  reduction,  says  Gould,  the 
Aear-old  agency  would  be  forced  to 
e  half  its  52  field  offices  and  lay 
almost  a  third  of  its  2,000  staff- 
— atop  the  900  positions  eliminated 
e  1980. 

IRT  CRITIC.  The  GOP-led  Congi-ess 
ht  have  reached  this  draconian  junc- 
!  anyway — but  Gould's  no-punches- 
ed  approach  hasn't  discoiu'aged  the 
,ck.  His  NLRB  has  issued  101  injunc- 
s  tliis  year,  triple  the  number  oif  pri- 
'ears.  It  also  has  taken  imusual  mea- 
3S  to  curb  law-breaking  employers, 
1  as  a  recent  raUng  that  textile  mak- 
''ieldcrest  Cannon  Inc.  must  let  agen- 
)fficials  read  workers  a  cease-and-de- 


sist order  against  the  company  (table). 

One  action  in  particular  triggei-ed  the 
attack  on  the  nlrb's  budget.  In  June, 
the  board  authorized  an  injunction 
against  Union  Pacific  Corp.'s  Overnite 
Ti-ansportation  Co.  trucking  unit,  after 
finding  it  had  violated  workers'  rights 
during  organizing  drives  by  the  Inter- 
national Brotherhood  of  Teamsters. 
Overnite  settled  the  ease  this  summer, 
avoiding  the  injunction.  But  Union  Pa- 
cific and  Overnite  launched  an  intense 
lobbying  campaign  on  the  Hill.  They 
persuaded  Representative  Jay  Dickey 
(R-Ark.),  a  member  of  a  House  Appro- 
priations subcommittee,  to  recommend 
the  drastic  budget  cuts.  Subcommittee 
head  John  Edward  Porter  (R-Ill.)  op- 
posed the  action,  saying:  "You  don't  cut 
judicial  bodies  because  they  make  deci- 
sions you  don't  like."  Still,  Overnite's 
lobbying  carried  the  day. 

Gould,  a  Stanford  University  labor 
law  scholar  who  took  over  the  agency 
early  last  year,  vows  not  to  back  down. 


"1  took  an  oath  to  enforce  the  law,"  he 
says.  "I  couldn't  look  at  myself  in  the 
mirror  if  I  cringed  eveiy  time  political 
pressure  comes  along."  An  expert  on 
racial  discrimination  in  the  workplace 
as  well  as  sports  labor  law — and  a  long- 
time baseball  arbitrator — Gould  has 
been  outspoken  in  his  support  for  la- 
bor law  refomi,  much  of  which  is  anath- 
ema to  employers.  He  disagTees,  for  in- 
stance, with  a  1938  U.  S.  Supreme  Com! 
decision  legalizing  permanent  replace- 
ment of  sti'iking  workers. 
ANTIBUSINESS?  Some  management  law- 
yers believe  he's  pushing  an  antibusi- 
ness  agenda.  To  combat  illegal  manage- 
ment actions  during  organizing  drives, 
for  example,  the  nlrb  has  taken  to  sin- 
gling out  top  executives  who  violate  the 
law.  A  recent  board  complaint  against 
Columbia/HCA  Healthcare  Corp.  alleged 
that  Chief  Operating  Officer  David  T. 
Vandewater  "threatened"  nurses  and 
vowed  not  to  negotiate  with  them  even 
if  a  majority  voted  in  a  union.  Columbia 
says  Vandewater's  remarks  were  taken 
out  of  context. 

In  fact,  however,  Gould's  rulings  ad- 
here closely  to  precedent,  says  Andrew 
M.  Kramer,  a  Jones,  Day,  Reavis  & 

GOULD:  "/fooA-     P^S"^    If^^^^  . 

an  oath  to  represents  Bridge- 

enforce  the  law"  ^^^'^^  ^'^'."f^ 

dispute  with  rubber 

workers.  In  a  recent  case  involving  an 
employer  charged  with  limiting  access 
to  union  organizers,  says  Kramer, 
"Gould  criticized  the  Supreme  Court 
ruling  on  the  issue  in  his  book.  But 
when  the  case  came  before  him,  he 
said  he  had  to  follow  the  court  and 
ruled  for  the  employer." 

No  matter:  Gould  has  made  plenty 
of  eneinies  among  companies  accustomed 
to  the  less  vigorous  enforcement  that 
prevailed  under  Reagan-Bush  inle.  Iron- 
ically, though,  the  House-proposed  cuts 
to  the  NLRB  could  end  up  hurting  em- 
ployers as  well  as  unions.  "A  30%  cut  is 
a  mistake  for  management  because  the 
time  needed  to  resolve  cases  will  stretch 
out,"  says  Dennis  M.  Devaney,  a  for- 
mer NLRB  board  member  whose  law 
finn  represents  Catei-pillar  Inc.  And  the 
threat  of  a  budget  crisis  won't  likely 
cow  Gould.  It  may  just  make  him  even 
tougher. 

By  Aaron  Bernstein  in  New  York, 
with  bureau  reports 


COLUMBiA/HCA  HEALTH- 
CARE Its  chief  operating  offi- 
cer was  alleged  to  have 
threatened  unionizing  nurses; 
now  the  NLRB  says  the  union 
should  be  recognized  even 
though  it  lost  the  election 


FiELDCREST  CANNON 

The  textile  maker  must  pay  $2 
million  in  back  wages,  and  a 
human  resources  vice-presi- 
dent must  attend  employee 
meetings  at  which  agency  offi- 
cials will  read  aloud  a  cease- 
and-desist  order 


OVERNITE  TRANSPORTA- 
TION The  trucker  agreed  that 
more  than  900  managers 
would  face  federal-court  con- 
tempt charges  if  they  violate 
workers'  rights  related  to 
union  organizing 
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B-SCHOOLS 


KIM  CLARK 

MEANS  BUSINESS  NOW 

He  almost  quit  Harvard  as  an  undergrad.  Today,  he's  a  dean 


Kim  B.  Clark  vividly  remembers  ar- 
riving at  Harvard  College  as  a 
freshman  in  late  summer  of  1967. 
To  earn  his  financial-aid  benefits,  he 
spent  his  first  two  weeks  cleaning 
undergrad  dormitories  and  stumbled 
through  the  rest  of  his  first  year  over- 
whelmed by  the  school's  demands.  "I 
was  clueless,"  he  says.  "You  could  not 
have  found  someone  who  was  less  pre- 
pared to  come  here  than  me." 

Lucky  thing  he  eventually  stuck  it 
out.  Nearly  three  decades  later, 
Clark  is  preparing  for  yet  an- 
other cleanuj)  role — this  time  as 
the  new  dean  of  Harvard's  busi- 
ness school.  On  Sept.  11,  the 
university  named  the  soft-spok- 
en professor  of  technology  and 
operations  as  successor  to  John 
H.  McAi-thur,  who  had  held  the 
post  for  15  years. 

Clark's  appointment,  which 
is  effective  Oct.  1,  comes  at  a 
critical  juncture.  In  recent 
years.  Harvard  has  slipped  in 
national  business  school  rank- 
ings, including  musiness  week's. 
The  B-school  has  lagged  rivals 
in  updating  its  basic  curricu- 
lum. Its  highly  paid  graduates 
also  bemoan  what  they  consid- 
er an  unresponsive  administra- 
tion. Some  MBAs  even  complain 
that  they  lack  basic  accounting 
or  finance  skills  when  they 
graduate. 

Clark  aiTives  in  time  to  lead 
a  recently  begun  overhaul  of 
the  school's  mba  progi'am  and 
to  preside  ovei'  its  switch  to  a  12-month 
school  year.  "He's  smart  and  balanced," 
says  Thomas  S.  Murphy,  chairman  of 
Capital  Cities/ABC  Inc.  and  head  of  Har- 
vard's visiting  committee.  "He  knows 
where  the  school  should  go,  and  he'll 
take  it  there." 

"DOWN  TO  EARTH."  Clark,  46,  is  widely 
respected  for  both  his  scholai-ship  in 
manufactui'ing  and  his  witty,  self-dep- 
recating style.  Unlike  McArthur,  who 
wasn't  known  as  an  effective  speaker, 
Clark  is  articulate  and  at  ease  with  out- 
siders, whether  in  press  confei'ences  or 
classrooms.  Says  Steven  C.  Wheel- 
wright, a  Harvard  prof  and  jogging 


partner:  "He's  a  very  comfortable  guy, 
just  relaxed  and  down  to  earth."  He's 
also  a  bit  of  a  straight  aiTow:  A  devout 
Monnon  who  neither  diinks  nor  smokes, 
Clark  "is  not  much  fun  at  a  party," 
laughs  a  friend. 

Clark's  rise  to  success  was  far  from 
foreordained.  His  father,  Merlin,  a  for- 
mer advertising  manager  for  agricul- 
ture and  ranching  magazines,  was  the 
first  in  his  family  to  earn  a  college  de- 
gree. Kim  Clark  nearly  faltered  trying 


Better  grounded  this  time  aroun, 
Clark  earned  his  bachelor's  degi'ee  i 
three  years.  He  stayed  at  Hai-vard 
earn  his  master's  degi'ee  and  doctoni 
before  joining  the  business  faculty 
1978.  "I  knew  I  liked  to  teach,  and 
knew  I  liked  to  talk,"  says  Clark, 
thought,  'Wliat  a  gi-eat  idea:  Tliey  act 
ally  pay  you  to  do  this.' " 
SCOUTS  AND  HOOPS.  At  the  busiiit 
school,  Clark  successfully  cai"ved  out 
niche  in  operations  and  technology  1 
studying  the  development  of  new  jjim 
ucts  and  innovation.  At  home,  he  is  ;i 
tively  involved  in  his  church  and  in  tl 
lives  of  his  seven  children.  He  spc 
three  years  as  a  Monnon  bishop  cdu 
seling  married  couples,  was  Boy  Sco 
master  for  a  church-affiliated  troop,  ai 
spends  Saturdays  coordinating  a  b'i\ 
basketball  league. 

At  the  B-school,  Clark  says  he  wan 


KIM  B.  CLARK 

BORN  Mar.  20,  1949, 
Salt  Lake  City 

EDUCATION  AB  (1974),  MA 
(1977),  and  PhD  (1978)  in 
economics  from  Harvard 


ACADEMIC  SPECIALTY  New- 
product  development,  with 
heavy  focus  on  auto  industry 

FAMILY  Married  to  Sue  for  24 
years;  seven  children,  aged  10 
(twins)  to  21 

PERSONAL  Devout  Mormon, 
formerly  church  bishop;  jogs; 
coaches  kids'  basketball 


Clark's  challenge:  Restoring  the  influential 
business  school's  flagging  reputation 


to  become  the  second.  Far  fi'om  a  stel- 
lar student,  he  admits  he  got  into  Har- 
vard largely  thanks  to  the  recommen- 
dation of  an  influential  alum  from 
Spokane,  Wash. 

Homesick  and  dazed  by  the  premed 
courses  he  initially  loaded  up  on,  Clark 
left  Harvard  within  a  year  to  become  a 
missionary  for  the  Monnon  Chui'ch  at 
19.  After  a  two-year  stint  in  Gemiany, 
Clark  returned  to  Utah  and  Brigham 
Young  University,  where  he  met  liis  fu- 
ture wife.  Sue.  Within  a  month,  they 
were  engaged,  and  they  married  short- 
ly before  he  returned  to  Harvard  in 
1971  as  an  economics  major 


to  speed  up  changes  in  the  mba  pr 
gi'am,  more  closely  integi-ate  the  schoo 
lucrative  publishing  operations  by  i 
creasing  faculty  involvement  in  thai 
and  more  aggi'essively  recniit  and  d 
velop  new,  young  faculty.  "The  maj^ 
challenge  I  see  here  is  to  help  to  crea 
an  environment  where  we  can  attra 
very  talented,  creative  people  ai 
where  we  can  help  them  develop  wel 
says  Clark.  "Yes,  we're  doing  it,  but  v 
can  do  it  better"  For  Clark,  such  a  chi 
lenge  is  a  long  way  from  scrubbii 
undergi'aduate  bathrooms. 

By  Lori  Bongiorno  in  Boston  ai 
John  A.  Byrne  in  New  York 
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Only  one  company  on  earth 

has  this  many  ways  to 
help  you  manage  your  risks. 

•  All  forms  ot  properly/ casually  insurance  ihrough  brokers 

•  Life  insurance  domeslically  and  overseas 

•  Claims  managemeni  and  cosl  coniamment  services 

•  Global  employee  benefiis 

•  Global  pension  managemeni 

•  Loss  conirol  and  engineering 

•  Premium  Imancmg 

•  Political  risk  coverage  and  trade  financing 

•  Emergency  evacuation  and  security  services 

•  Economic  and  political  assessment 

•  Local  currency  tinancmg 

•  Consumer  finance  m  many  countries 

•  Direct  equity  investment  lunds  m  many  countries 

•  Third  party  asset  managemeni 

•  Intrastructure  finance  m  Asia  and  Central  Asia 

•  Market  making  m  all  forms  of  interest  rates,  currency  and  equity  risk 
managemeni  products 

•  Trading  and  market  making  m  foreign  exchange,  base  and  precious 
metals,  petroleum  and  natural  gas 

•  Aircraft  leasing  tor  airlines 

•  Personal  auto  insurance  through  various  distribution  systems 


With  75  years  of  international 
experience,  only  triple-A-rated  AIG 
has  the  worldwide  insurance  and 
financial  services  capabilities  to 


AIG 


help  you  manage  all  your  balance 
sheet  and  other  risks.  And  our 
list  of  ways  to  help  you  manage 
business  risks  continues  to  grow. 


World  leaders  in  insurance  and  financial  services. 

I'oi  more  iiitormation.  write  to  American  International  Group.  Inc.. 
Dept.  A.  70  Pine  Street.  New  York.  NY  10270.  Or  fax  212.425.3499 
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COFFEE 
A  LA  MODEM 

At  Internet  cafes,  skinny  latte 
meets  virtual  reality 

I'm  well  into  my  third  caffe  latte  be- 
fore I  even  think  to  look  up  at  the 
clock.  Whoops.  I'm  also  into  my  third 
hour  on  the  World  Wide  Web.  This  is 
getting  to  be  a  pricey  Friday  night  at 
Cyber  Java,  a  new  Internet  cafe  in  Ven- 
ice, Calif.  The  guy  peering  over  my 
shoulder  slmigs.  "I've  seen  much  worse 
ways  to  spend  $7.50  an  hour,"  he  says. 

True  enough.  It's  also  true  that  with 
a  steady  supply  of  joe,  I  could  sit 
here  and  surf  the  Net  all  night. 
Cyber  Java's  six  Pentium-powered 
computers  share  a  direct,  Tl 
Internet  link,  have  big  color  mon- 
itors with  videoconferencing  capa- 
bihties,  and  are  loaded  with  the 
necessaiy  navigational  software  to 
turn  the  chaotic  Internet  into  a 
brightly  colored,  easy-to-read  mul- 
timedia experience.  The  best  pait? 
I'm  not  holed  up  in  some  office 
or  crouched  over  my  laptop  at 
home.  I'm  in  an  actual  cafe,  with 
all  the  attendant  social  benefits. 
Cool  mu.sic.  A  friendly,  talkative 
Southern  California  crowd.  And 
plenty  of  hot  Java. 
NEWBIE-FRIENDLY.  Welcome  to  an- 
othei'  Internet  cafe.  These  venues, 
unlikely  combinations  of  food  and 
computers,  are  taking  the  Net  out 
of  the  realm  of  hardcore  techies 
and  into  the  hands  of  the  pub- 
lic— neophytes  and  all.  And  since 
the  first  of  these  cafes  appeared 
in  San  Francisco  and  Seattle  some 
two  years  ago,  the  idea  has 
caught  fire.  Three  such  sites 
opened  in  New  York  since  the  start  of 
summer,  with  more  on  the  way.  "Coffee 
and  the  Internet,  what  else  interests 
our  generation?"  asks  Rom  Agustin,  29, 
Cyber  Java's  founder.  His  place  opened 
its  doors  in  July;  he  knows  of  half  a 
dozen  others  due  to  open  around  Los 
Angeles  by  Thanksgiving. 

Will  this  craze  go  the  way  of  the 
fern  bar?  Maybe  not.  "Sushi  bars  were 
once  a  fad,  but  now  a  large  part  of  the 
American  population  eats  sushi,"  says 
Glenn  McGinnis,  25,  a  co-founder  of  @ 
("At")  Cafe,  a  Manhattan  bar/restau- 
rant with  15  PCS  jacked  into  the  Net. 
He  and  others  say  the  cafes  perform  a 


service  by  giving  people  a  place  to 
learn  about  the  Net  in  an  unintimidat- 
ing  ambiance. 

Still,  a  business  needs  to  tui'n  a  prof- 
it. And  exactly  how  to  make  coffee  and 
the  Internet  pay  is  problematic.  Cafes 
and  restaurants  are  notoriously  hard  to 
keep  afloat  anyway.  Add  the  expense 
of  state-of-the-art  computers,  high-speed 
dedicated  Intemet  hookups  (up  to  $5,000 
a  month),  and  technical  support,  and  it 
quickly  adds  up  to  a  bundle. 

As  Internet  cafes  struggle  to  make 
ends  meet,  many  ai'e  turning  to  con- 
sulting, says  McGinnis.  Companies  all 
want  to  jump  on  the  Internet  band- 
wagon, but  few  know  where  to  begin. 
That's  when  they  approach  cafe  own- 
ers— mostly  20-something  and  techni- 
cally savvy — for-  advice  and  help  in  set- 
ting up  their  World  Wide  Web  pages. 


BENEFITS 


WHERE  IT'S  @:  Ea^it  Villagers  surf  the  Net 


have 


By  Monday  night,  I'm  back  in  the 
East  Village  "at  the  @  Cafe.  There's  a 
decent  clutch  at  the  bar,  and  four*  or  five 
folks  in  the  back,  suiiing  the  Net.  Sanae 
Foujita,  in  town  ft'om  Okinawa,  Japan, 
and  Manhattan  lawyer  Philip  T.  Davies 
are  having  an  online  discussion  with 
someone  about,  of  all  things,  dating.  I've 
ah'eafly  been  to  a  dozen  interesting  nooks 
on  the  net,  fi'om  the  Small  Business  Ad- 
ministration's Web  site  to  a  fornier  room- 
mate's personal  page.  Not  exactly  a  wild 
night,  at  least  not  in  the  East  Village 
sense  of  the  word.  But  it's  far  better 
than  a  solo  trip  down  the  I-way. 

Bij  Julie  Tilsner  in  Venice,  Calif., 
and  New  York 


THE  BABYSIHERS 
CLUB 

A  business  coalition  spends 
big  to  upgrade  dependent  car 

When  Children's  Courtyard  opent 
a  day-care  center  near  Dallas  la 
year,  it  was  leery  of  hiring  a  b 
staff.  But  with  ibm,  Xerox,  and  Allsta 
Insui'ance  pushing  for  top-notch  care 
serve  their  employees  and  willing 
help  cover  costs,  Couityard  Preside) 
James  D.  Mills  decided  on  a  high  teac 
er-to-child  ratio.  Even  with  fees  9 
above  average,  the  center  was  filled 
six  months.  "If  you  put  a  high-qualii 
product  out  there,  people  will  seek  y( 
out,"  Mills  says. 

That's  a  lesson  the  American  Bus 
ness  Collaboration  for  Quality  Depe: 
dent  Cai-e  (abc)  hopes  to  spread.  Back 
by  21  companies,  including  the  thi-ee  i 
volved  in  Cliildren's  Comtyai-d,  abc  w; 
due  to  announce  on  Sept.  14  it  wou 
spend  $100  million  over  six  years  c 
child-  and  elder-care  projects.  That  ad( 
to  more  than  .$27  million  spent  by  Ai 
supporters  since  1992  for  such  schem( 
as  buikUng  day-care  centers  and  mone; 
management  training  for  the  elderly. 
LEFT  OUT.  The  companies  hope  the  ii 
vestments  will  pay  off  in  their  employe 
recruitment,  retention,  and  producti' 
ity.  But  ABC's  impact  should  go  far  h 
yond  the  21  companies  leading  the  wa 
In  the  first  phase,  156  businesses,  go' 
ernment  bodies,  and  nonprofits  contril 
uted  to  projects  in  45  communities,  ai 
now  plans  to  invest  in  programs  it  coi 
siders  innovative  and  replicable. 

The  question:  With  the  federal  go' 
ernment  set  to  slash  child-care  pr( 
grams,  can  even  this  corporate  inves 
ment  make  a  dent?  Helen  Blanl 
director  of  child  care  at  the  Children 
Defense  Fimd,  figiu-es  House  weLfai"e-r 
form  proposals  would  cut  child-car 
spending  by  $7.6  bilUon  over  five  year 
Few  argue  that  business  should  pic 
up  the  slack.  But  some  raise  conceiT 
about  a  growing  gap  between  the  have 
and  the  have-nots.  "What  about  the  kic 
who  are  not  in  communities  whei-e  thes 
companies  are  focusing?"  asks  Faith  I 
WoW,  dii'ector  of  worlqjlace  initiatives  £ 
the  General  Services  Administratioi 
Likely,  some  will  get  left  behind.  But  u 
timately,  abc's  dollars  may  move  depei 
dent  care  higher  on  the  nation's  agend; 

By  Wendy  Zellner  in  Dalla 
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The  Mercedes-Benz 
SL-Class.  For  more 
information,  call 
1-800-FOR-MERCEDES. 


In  Business  This  Week 
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HEADLINER:  BRIDGET  MAGASKILL 


INVADING  THE  BOYS'  CLUB  IN  FUNDS 

Her  predecessor  tripled 
assets  in  seven  years. 
Now,  Bridget  Macaskill, 
Oppenheimer  Manage- 
ment's new  chief 
executive,  wants 
to  pull  the  same 
trick  in  five. 
With  mutual- 
fund  assets  be- 
coming more 
concentrated  in 
large  firms,  "it's 
going  to  be  difficult 
for  smaller  companies  to 
survive,"  she  says. 

The  British-born  Macas- 
kill, 47,  was  named  to  head 
the  nation's  18th-biggest 
fund  company  on  Sept.  11. 
"She's  a  no-nonsense  kind 
of  person  with  good  busi- 
ness sense,"  says  Louis 
Harvey,  president  of  Bos- 
ton mutual-fund  consulting 


THIS  JUSTWASN7 
AST'S  WEEK 

FOUNDER  SAFI  QURESHEY  IS 

perilously  close  to  losing  con- 
trol of  $2.5  billion  personal- 

1     computer  maker  AST  Re- 

I  search.  On  Sept.  11,  the 
company  announced  that 
revenues  for  the  current 
quarter  would  be  flat  or 
down,  and  that  it  would  post 
a  net  loss  "significantly  high- 

'  er"  than  the  $40  million 
shortfall  for  the  quarter  a 

1  year  ago.  Analysts  now  pre- 
dict that  AST  also  will  report 
a  loss  for  the  fiscal  year  end- 
ing next  July.  That  could 
trigger  a  clause  in  its  agree- 
ment  with  Samsung  Elec- 

'  tronics,  which  owns  a  40% 
stake,  which  would  give  the 

'     Korean  company  manage- 

'1     ment  control.  AST  also  an- 


IRON  WILLES 

He  closed  New  York  Newsday. 
He  sacked  700  at  the  Los  An- 
geles Times.  And  on  Sept.  7, 
Mark  Willes  shuffled  top 
management  at  Times  Mirror, 
ousting  three  senior  execu- 
tives. Wall  Street  loves  his 
style:  Times  Mirror  stock  has 
soared  nearly  70%  since 
Willes  was  named  president 
and  CEO  on  May  1,  to  30/ on 
Sept.  13.  Now  comes  the  hard 
part:  expandmg  the  business 
after  disbanding  or  paring 
electronic  media,  regional 
sections,  Spanish-language 
editions,  and  other  would-be 
growth  vehicles. 


DATA  BLI  .^MBERG  FINANCIAL  MARKETS 


nouneed  the  resignations  of 
President  James  Schraith 
and  two  other  senior  execu- 
tives and  launched  a  search 
for  a  seasoned  executive  to 
run  the  company. 

UNCLE  SAM  WANTS 
YOU.  ..TO  SAVE 

HOW  TO   INCREASE  AMERI- 

cans'  savings?  The  Competi- 
tiveness Policy  Council  has  a 
modest  proposal:  issue  tax 
refunds  in  the  form  of  inter- 
est-bearing U.S.  savings 
bonds.  If  taxpayers  didn't 
cash  them  in,  the  $85  billion 
in  annual  refunds  could  boost 
personal  savings  by  40%. 
The  idea  was  contained  in  a 
report  scheduled  to  be  issued 
on  Sept.  14.  In  it,  the  feder- 
al advisory  council  shied 
away  from  a  subcommittee 
recommendation  that  the  in- 
come tax  be  replaced  with  a 
tax  on  consumption  that  ex- 
empts all  savings  and  in- 
vestment income.  Turns  out 
the  panel — which  includes 
Clinton  Administration  eco- 
nomic adviser  Laura  D'An- 
drea  Tyson — balked  at  en- 
dorsing an  idea  previously 
associated  with  Republican 
tax  reformers. 


DUNKING  A 
BASKETBALL  STRIKE 

WHILE  BASEBALL  ENDURES  A 

summer  of  fan  discontent,  the 
National  Basketball  Assn.  ai> 
pears  to  have  averted  a  sim- 
ilar fate.  On  Sept.  12,  play- 
ers voted  against  decertifying 
their  union,  an  action  pro- 
posed by  such  dissident  stars 
as  Patrick  Ewing  and  Michael 
Jordan.  Union  reps  the  next 
day  ratified  a  plan  that  would 
Umit  total  player  salaries  to 
48%  of  league-wide  revenues, 
vs.  53%.  under-  previous  pacts. 
Owners  are  almost  certain  to 
ai)prove  such  favorable  terms 
quickly.  That  would  end  the 
current  lockout  of  players,  al- 
lowing the  NBA  season  to  be- 
gin as  scheduled  on  Nov.  3. 


CHRYSLER  AND  YORK 
MAKE  A  DATE 

IT  MAY  BE  DETENTE  IN  DE- 

troit — or  the  opening  salvo  in 
the  next  war.  Kirk  Kerkori- 
an's  new  right-hand  man, 
Jerome  York,  has  scheduled  a 
summit  meeting  with  senior 
Chrysler  executives  as  soon 
as  the  week  of  Sept.  18, 
Chrysler  insiders  say.  They'll 
have  plenty  to  talk  about — 
such  as  York's  criticism  that 
Chrysler  doesn't  share 
enough  cash  with  sharehold- 
ers such  as  Kerkorian.  At 
least  York,  a  former  Chrysler 
CFO,  wants  to  talk;  Chrysler 
claims  Kerkorian's  camp  re- 
buffed an  offer  last  month  to 
discuss  strategy. 

OK':  NOTOKEY-DOKE 
WITH  COKE  

IN  THE  END  "OK"  SODA  WAS 
too  hip  for  its  own  good,  "ok" 
was  Coca-Cola's  gift  to  Gener- 


firm  Dalbar.  Macaskill 
came  to  Oppenheimer 
from  St.  Ivel,  a  British 
food  distributor.  Twelve 
years  later,  she  is 
set  to  become  onea 
of  the  highest-  | 
I     ranking  women  | 
^   in  mutual  i 
B  funds. 
W     Her  challenge: 
keeping  a  some- 
what small  player 
relevant  in  the 
quickly  consolidating  busi- 
ness. Macaskill  plans  to 
continue  broadening  Op- 
penheimer's  product  line, 
adding  global  funds  and 
acquiring  new  products. 
She'll  also  focus  on  mar- 
keting to  women,  who  she 
says  need  to  take  better 
care  of  their  own  finances. 

By  Geoffrey  Smith 


ation  X,  complete  with  a  to! 
fi"ee  phone  line  teens  could  ca 
to  heai-  gTunge-talk  about  so 
drinks  and  the  meaning  ( 
life.  Coke  marketing  chief  Se 
gio  Zyman  once  predicted  "oi 
sales  would  reach  $1  bilhon 
year.  But  test-marketing  ind 
cated  customers  were  coi 
fused  by  the  drink's  flavo 
which  some  likened  to  tl 
"suicide"  drinks  kids  once  coi 
cocted  by  mixing  all  the  flavoi 
at  the  soda  fountain.  On  Sep 
12,  Coca-Cola  said  it  was  pul 
ing  the  plug. 

ETCETERA... 

H  UJB  Financial  will  pay  $1. 
billion  in  stock  for  New  Jei 
sey  rival  Summit  Bancorp. 

■  Ellen  Hancock,  once  IBM 
top  woman  exec,  will  joi 
National  Semiconductor. 

■  Britain  won't  seek  the  e) 
tradition  of  former  Baring 
trader  Nick  Leeson. 

■  Art  Buchwald  and  a  par 
ner  will  get  $1  million  to  se' 
tie  their  Paramount  suit. 


Washington  Outlook 


TED  BY  OWEN  ULLMANN 


fILL  REPUBLICANS  MAKE  CLINTON 
HE  EDUCATION  PRESIDENT? 


ducation  is  one  of  those  perennial  issues  that's  wildly 
popular  with  voters  yet  never  hits  any  hot  buttons  during 
Presidential  campaigns.  But  1996  may  be  the  exception, 
iongi-essional  Republicans,  detennined  to  balance  the  bud- 
are  targeting  virtually  eveiy  federal  education  program 
1  Head  Stait  to  college  aid  to  the  wai'  on  dings  in  schools, 
it's  more,  most  gop  Presidential  candidates  are  signing  on 
le  Chiistian  Coalition's  cmsade  to  strip  Washington  of  any 
over  what  goes  on  in  the  classroom.  Topping  the  gi-oup's 
ida:  closing  the  Education  Dept.,  providing  vouchers  for 
ate  schools,  and  allowing  school  prayer 
ut  the  White  House  believes  the  Re- 
hcans  are  handing  a  winning  issue 
'resident  Clinton,  who's  even  pick- 
up some  support  fi'om  gop  pals  in 
porate  America,  such  as  trw  Coi"p. 
United  Parcel  Service  Inc.  "The  in- 
lation  era  and  the  knowledge-based 
lomy  are  driven  by  education,"  says 
ication  Secretary  Richard  W.  Riley. 
;  foolhardy  to  retreat  now." 
hat  has  become  a  prominent  cam- 
71  mantra  for  Clinton,  who  has  been 
a  frenetic  journey  to  classrooms 
ss  the  country  since  Labor  Day.  At  a 
t.  11  roundtable  with  college  students  in  Carbondale,  111., 
ailed  against  the  gop  for  producing  a  balanced-budget  plan 
,  would  "make  the  American  people  less  well-educated." 
lNTIVES.  To  drive  home  the  point,  the  President  is  en- 
ig  coi^Dorate  chieftains,  who  wony  that  Republican  cuts  in 
nation  will  make  it  difficult  to  maintain  a  highly  skilled 
kforce.  On  Sept.  6,  a  small  group  of  CEOs  met  with  Clin- 
and  promised  to  lobby  the  Senate  to  maintain  $372  million 
Goals  2000,  a  progi-am  that  provides  money  to  states 
raise  achievement.  States  can  adopt  standards  created  by 
Tally  funded  panels  or  develop  their  own.  But  critics  ar- 
that  the  feds  should  have  no  i-ole  in  standai'ds,  even 


CAPITAL  WRAPUP 


CLINTON:  Allies  even 


voluntary  ones,  and  the  House  has  voted  to  end  the  program. 

The  CEOS — including  Joseph  T.  Gorman  of  tPvW,  John  E. 
Pepper  of  Procter  &  Gamble,  Louis  V.  Gerstner  Jr.  of  IBM, 
David  R.  Whitwam  of  Whirlpool,  and  Kent  C.  Nelson  of 
UPS — helped  lobby  for  passage  of  the  bill  last  yean  Now, 
they're  writing  to  senators  to  save  it.  Gor-man  says  he  hopes 
business  can  "depoUticize"  the  issue  "and  get  the  facts  on  the 
table  so  that  people  understand  how  critically  important  this 
really  is."  Adds  Nelson:  "PubUc  education  is  key ...  to  oiu-  con- 
tinued ability  to  compete." 

Under  such  pressure,  Senate  Republicans  ar-e  likely  to  re- 
store some  Goals  2000  funding.  But  the 
GOP  still  thinks  the  theme  of  goveriiment 
encroachment  plays  well  on  the  cam- 
paign stump.  GOP  Presidential  hopefuls 
stepped  up  the  attacks  at  the  Christian 
Coalition's  annual  convention  Sept.  8-9 
in  Washington.  Vows  by  Senate  Majority 
Leader  Bob  Dole  and  his  rivals  to  shut 
down  the  Education  Dept.  won  the  loud- 
est applause.  They  also  think  calls  for 
vouchers  will  woo  voters  who  believe 
tax  dollars  ar-e  funding  inferior  schools. 

The  louder  the  cheering,  the  better, 
say  Clintonites.  They  believe  harsh  gop 
r'hetoric  will  lead  voters  to  conclude  that  Republicans  don't 
care  about  education.  Some  pr-oof:  polls  showing  80%  of  re- 
spondents oppose  elimination  of  the  Education  Dept.  The 
White  House  also  is  betting  that  most  Americans  will  feel  im- 
easy  about  gop  ties  to  the  Christian  Coalition. 

In  his  fight  for  more  education  dollar's,  Clinton  must  be 
car-eful  that  he  doesn't  come  off  as  a  defender  of  the  status 
quo  who  thinks  every  problem  can  be  solved  with  more  fed- 
eral bucks  and  rules.  The  public  rejected  that  appr-oach  last 
fall.  But  when  it  comes  to  education,  the  voter-s  may  yet 
give  the  President  an  A  and  send  Republicans  to  the  cor-ner 

By  Susan  B.  Garland 


among  GOP  CEOs 


TOOLING  UP? 


ITES'S  EUROPEAN  WOES 

A'^hile  the  Justice  Dept.  mulls 
lether  to  file  antitr'ust  charges 
ainst  Microsoft  Corp.,  European 
Listbusters  are  jumping  in.  At  issue: 
)es  the  new  Windows  95  software, 
rich  offers  Microsoft's  own  online 
rvice,  unfairly  crowd  out  online  and 
ternet-access  competitors?  The  Eu- 
pean  Commission  issued  subpoenas 
Microsoft  rivals  in  August.  Mi- 
osoft's  competitors  believe  that  EC 
w  will  be  more  receptive  to  their 
titrust  claims. 


►  Malcolm  S.  Forbes  Jr.  hasn't  said  so 
officially,  but  employees  at  the  maga- 
zine bearing  his  name  are  betting  that 
he  will  enter  the  Republican  Presi- 
dential race.  During  a  Sept.  8  compa- 
ny picnic  at  his  Bedminster  (N.J.)  es- 
tate, the  Forbes  editor-in-chief  hinted 
that  he  will  turn  over  the  reins  of  the 
family  business  to  his  younger  broth- 
er, Timothy.  The  multimillionair*e  sees 
himself  as  the  only  tr'ue  supply  sider 
who  may  run.  Company  officials  say  a 
formal  decision  is  imminent. 


SPLIT  RANKS  IN  A  TRADE  SPAT 

►  The  National  Association  of  Manu- 
facturers is  caught  in  the  middle  of  a 
nasty  trade  feud  between  Eastman 
Kodak  Co.  and  Fuji  Photo  Film  Co. 
NAM  member  Kodak  wants  the  group 
to  send  a  letter  to  U.  S.  Trade  Repre- 
sentative Mickey  Kantor  strongly 
supporting  Kodak's  unfair-trade  com- 
plaint against  Fuji.  But  nam  balked  at 
the  urging  of  another  member,  Po- 
laroid Corp.,  which  fears  Kodak's  case 
may  hurt  its  sales  in  Japan.  Possible 
compromise:  a  tepid  letter  of  support. 
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Introducing  new  Microsoft  Office 

for  Windows  95 


Software  that  removes  the  barriers  between  people  and  the  full  potential  of  their  applications. 


It's  not  about  new  buttons  and  features.  It's  about  software  that  reveals  its  capabilities  and  features.  Features 
that  make  users  more  productive.  lntelliSense"'technology  makes  everyday  tasks  as  basic  as  entering  text  easier. 

Spell-checking  and  formatting  happen  automatically,  on  the  fly.  Built-in  wizards  walk  users 
through  more  complex  tasks  step-by-step.  Tasks  like  building  a  relational  database  from 
scratch,  setting  up  a  meeting,  or  building  a  presentation.  When  users  have  questions 
about  how  to  do  something,  they  ask  the  new  Answer  Wizard,  in  their  own  words.  "How 
do  I  get  this  page  to  print  sideways?"  It  shows  them  how.  It  frees  M.I.S.  people  from 
time-consuming,  repetitive  questions.  The  new  Office  Binder  lets  users  create  a  single 
document,  using  files  from  different  applications.  They  can  save  it  and  print  it  as  one. 
In  other  words,  the  software  now  conforms  to  the  task.  To  the  user.  That's  why  research  shows  users  are  now 
37%  faster  at  creating  and  editing  documents,  managing  files,  and  analyzing  data  with  new  Microsoft*'  Office.* 


With  Office  as  your  desktop  standard,  the  door  is  wide  open 
between  mem  and  the  information  they  mwi  to  do  their  Jobs. 


Because  Microsoft  Office  supports  open 
standards,  users  can  access  data  on 
individual  desktops  or  mainframes,  inside 
company  servers,  or  somewhere  on  the 
Internet.  With  the  Microsoft  Exchange  Inbox 
in  Windows  95,  they  can  use  Microsoft  Word 
as  their  e-mail  editor,  taking  advantage  of 


r 

its  powerful  formatting  options  and  flexibility  to  better  express  ideas, 
to  pass  along  information.  Working  together  becomes  more  collaborative, 
more  seamless.  Different  people  can  work  on  the  same  Microsoft  Excel 
spreadsheet  lists  simultaneously.  Presentation  Conferencing  in  PowerPoint*' 
lets  people  hold  meetings  and  make  compelling  presentations  without  ever 
leaving  their  offices.  Microsoft  Schedule-i-,  a  new  member  of  the  Office  suite, 
lets  them  arrange  meetings  without  ever  making  a  phone  call.  With  common 
tools,  people  communicate  more  effectively.  Work  together  more  effectively. 

Miciosoft 

WHFRE   no  YOU  WANT  TO  GO  TODAY?* 


"|TJ  1""'      '  an  cru'Oftemo  ..'nd  more,  go  to  fittp;//www.m;crosoft.coni/msoffice. 

3,^.-,.  !0j'.  MicrosofT  Cofporfjtion.  All  rrghts  reserved.  Microsoft,  PowerPoint,  Visual  Basic.  Windows,  and  the  Windows  logo  are  registered  trademarks  and  IntelliSense.  the  Windows  Start  tC 
■Tw,"  .-.nd  V'.'!u'^e  Do  You  Whjnl  Tu  Co  Today?  are  tradetviarks  of  Microsoft  Corporation.   According  to  a  test  conducted  by  Ketly  Services. 


Build  custom  applications  that  reflect  the  way  your  company  works,  that 
streamline  specific  tasks,  that  help  you  implement  your  corporate  strategy. 

Using  Visual  Basic®  for  Applications,  OLE  automation,  and  the  preexisting  programmable 
objects  inside  Office,  your  company  can  build  customized  applications  for  inventory  tracking.-j 
sales  force  automation,  and  executive  reporting.  Use  3,000,000  lines  of  existing  code  to 
build  them  quickly  and  cost-effectively,  to  avoid  the  development  backlog  almost  every 

company  experiences  today.  Build  them  out  of  the  familiar  Office 
applications  that  people  inside  your  company  use  every  day. 
Custom  applications  that  can  take  advantage  of  IntelliSense,  built- 
in  wizards,  and  Office  integration.  More  than  500,000  developers 
currently  use  Microsoft  Office  as  a  development  platform,  because 
it  enables  companies  to  respond  faster  to  competition  and  to 
implement  corporate  strategies  in  months,  not  years. 


Now  yoli  tmtake.Mi  advpRtage  of  Wm6ms' 


New  Microsoft  Office  was  designed  to  work  hand-in-hand  with  the  Windows®  95  operating  system  and  ft| 
simplified  user  interface.  Together  with  32-bit  performance,  long  filenames,  shortcuts,  and  the  advance 
multitasking  inherent  in  Windows  95,  new  Microsoft  Excel,  Word,  PowerPoint,  Microsoft  Access,  and  Schedule+ 
make  computing  fundamentally  easier  and  faster.  They  make  users  more  productive.  For  more  information 
regarding  the  productivity  advantages  of  Microsoft  Office  for  Windows  95,  call  800  607-6872.  Dept.  HHW. 


International  Business 


JAPAN 


TOKYO  IS  FINALLY  GRABBING 
THE  ECONOMY  BY  THE  HORNS 

A  sudden  burst  of  initiatives  raises  hope  that  a  turnaround  may  be  in  sight 


This  year  has  been  a  real  bummer 
for  Tokyo  officialdom.  A  senes  of 
credit  union  collapses  and  Japan's 
first  postwar  bank  failure  have 
sent  anxiety  levels  soaring.  A  new 
world  competitiveness  study  by  the 
Swiss  International  Institute  of  Man- 
agement Development  says  Japan  is  fall- 
ing behind  the  U.  S.,  Singapore,  and 
Hong  Kong.  And  Japan's  foiu*-year  eco- 
nomic slump  has  coiporate  leaders  wail- 
ing for  relief.  "This  downturn  has  gone 
on  way  too  long,"  laments  Toyota  Motor 
Corp.  Managing  Director  Fujio  Cho. 

While  Japan's  economic  ills  run  deep, 
a  sm-prising  biu'st  of  economic  and  poht- 
ical  activism  is  beginning  to  lift  Tokyo's 
pervasive  gloom.  By  any  mea- 
sui'e,  it  looks  as  if  Japan  is  tm*n- 
ing  a  comer.  If  policymakers'  re- 
cent moves  to  restart  and 
deregulate  the  economy  gain  mo- 
mentum, a  Japan  that's  increas- 
ingly linked  to  fast-growing 
Asian  mai'kets  could  even  retiuTi 
to  annual  growth  rates  of  4%, 
some  economists  believe  (table). 
PARALYSIS  FADES.  The  battle  to 
rejuvenate  the  economy  is  being 
fought  on  three  fronts.  This 
summei''s  cuiTency-market  inter- 
ventions by  the  Bank  of  Japan, 
the  U.  S.  Federal  Reserve,  and 
the  German  Bundesbank  have 
pushed  the  yen  back  to  its  low- 
est point  in  a  year,  prompting 
exporters  to  raise  profit  esti- 
mates. The  Bank  of  Japan's  half- 
point  cut  in  its  discount  rate,  to 
0.5%,  on  Sept.  8,  has  helped  lift 
the  Nikkei  stock  average  22% 
from  this  year's  low.  And  odds 
are  that  the  government  soon 
wiW  unveil  $100  billion  in  new 
spending. 

There  are  also  signs  that 
Japan's  damaging  political  paral- 
ysis may  give  way  to  assertive 
leadership.  A  shakeup  within 
the  pro-business  Liberal  Demo- 
cratic Party,  the  biggest  playei- 
in  the  three-party  coalition  gov- 


eiTiment  of  SociaUst  Prime  Minister  To- 
miichi  Murayama,  could  lead  the  way. 
International  Industry  &  Trade  Minister 
Ryutaro  Hashimoto  (page  74),  whose 
deft  handling  of  the  U.  S.-Japan  auto 
trade  dispute  won  him  celebrity  status 
at  home,  is  now  considered  a  shoo-in  to 
assume  presidency  of  the  ldp  in  a  Sept. 
22  leadership  vote. 

In  general  elections  expected  early 
in  1996,  Hashimoto,  58,  aims  to  return 
Japan's  biggest  party  to  uncontested 
power  for  the  first  time  since  1993, 
when  the  ldp  was  ousted  by  renegade 
refomiers.  Hashimo- 
to, a  former  Finance 
Minister,  is  expect- 


SCENARiO  1 


ed  to  be  sympathetic  to  corporat 
Japan's  calls  to  use  public  money  ar 
tax  breaks  to  bail  out  banks  and  ha 
the  60%^  slide  in  commercial-propert 
prices  since  1991.  "The  collapse  of  i 
nancial  institutions  has  damaged  conJ 
dence  in  the  Japanese  economy," 
says.  "AVhat  I  have  to  do  is  restore  th 

economy  I  will  use  any  weapon 

have." 

But  even  under  the  cuirent  goven 
ment,  moves  already  under  way  shoul 
keep  Japan  ft-om  falling  back  into  a  n 
cession.  With  the  dollar's  value  expecte 


Getting  the  Motor  Started 


Japan 
Transformed 

Deregulation  moves 
ahead 

Yen  depreciates 
as  current  account 
shrinks 

Exports  rise  as 
competitiveness  is 
regained 

Corporate  investment 
revives 

Resolved  bank  crisis 
strengthens  financial 
system 

Long-term  annual 
growth 


4.0% 
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rebound  to  105  yen  or  higher,  ft-om 
in  April,  the  economy  may  expand 
Jc  this  year  and  1.6%  in  1996.  To  get 
an  back  to  its  long-term  growth  po- 
tial  of  3%  to  4%  will  require  more 
;ressive  steps,  however.  That's  why 
ent  policy  changes  suggest  there  is 
se  for  hope. 

•LENISHING  RESERVES.  Take  Japan's 
tered  lenders,  now  saddled  with  an 
mated  $800  billion  in  bad  debt  due  to 
collapse  of  the  bubble  economy.  The 
■den  is  standing  in  the  way  of  an 
nomic  recovery  by  keeping  banks 
n  increasing  lending  for  eveiything 
m  cars  to  homes.  But  with  short- 
m  interest  rates  at  historic  lows, 
iks  are  now  getting  a  once-in-a-life- 
e  chance  to  replenish  depleted  eq- 
^  reserves  by  borrowing  from  the 
ney  market  at  close  to  zero  interest 
finance  purchases  of  government 
ids  yielding  2.9%.  On  top  of  that, 
edy  cash  infusions  by  the  Ministiy  of 
ance  (mof)  and  Bank  of  Japan  have 
vented  widespread  panic  after  lains 
depositors  at  several  big  credit  un- 
3  and  the  collapse  of  Hyogo  Bank,  a 
regional  lender  near  Osaka. 
Phe  scares  probably  have  softened 
)lic  resistance  to  the  use  of  taxpay- 

als  push  through  the  tough  measures  needed  for 
zation,  Japan  could  roar  back.  If  not , . , 


ers'  money  for  further  bailouts  and 
raised  interest  in  replenishing  Japan's 
$10  billion  Deposit  Insurance  Corp., 
whose  reserves  have  been  wiped  out 
by  the  recent  banking  failures.  The 
MOF  might  also  issue  bonds  to  capitalize 
newly  created  "work-out"  banks  to  as- 
sume the  bad  loans  of  weaker  players. 
And  it  could  set  up  something  like  the 
Resolution  Trust  Coip.,  the  agency  that 
bailed  out  U.  S.  thrifts.  The  Japanese 
version  would  assume  and  sell  off  as- 
sets of  Japan's  housing-loan  corpora- 


gross  domestic  product  now  to  as  little 
as  1%  by  2000  is  achievable. 

The  import  surge  is  turning  Japan's 
inefficient  retailing  sector  on  its  head 
and  offering  consumers  real  savings. 
And,  suiprisingly,  it's  waking  up  Japan's 
high-technology  sector.  Intense  price 
competition  ft'om  Compaq,  Apple,  and 
IBM  have  spurred  Japanese  rivals  such 
as  NEC  Corp.  to  make  similar  moves, 
sparking  a  boom  in  personal  computer 
sales.  Lower  prices  for  cellular  phones 
have  demand  soaring,  and  a  raft  of  new 


The  Ministry  of  Finance  seems  serious  about 
bailing  out  the  battered  banks-and  an 
alarmed  public  seems  willing  to  pay  for  it 


tions,  or  jusen,  whose  problem  credits 
total  $60' billion. 

The  mof's  efforts  to  solve  the  banking 
problem  are  only  one  sign  of  economic 
refoiTn.  This  year's  import  boom  is  also 
opening  up  the  economy  in  historic  fash- 
ion. Thanks  to  a  wave  of  foreign  prod- 
ucts, Japan's  current-account  surplus 
plunged  15%  in  dollar  temis  in  July.  In- 
deed, most  economists  beheve  Hashi- 
moto's goal  of  low- 
ering Japan's  trade 
surplus  from  3%  of 


SCENARIO  2 


Japan's  Secular 
Decline 

Halfhearted 
deregulation  keeps 
yen  high 

Production  continues 
to  move  offshore 

Unemployment 
approaches  Western 
levels 


long-distance  companies  has  shaved  50% 
off  the  average  price  of  calls  to  the  U.  S. 
There  is  even  talk  of  splitting  Nippon 
Telegi-aph  &  Telephone  Corp.,  the  na- 
tional phone  company,  into  five  indepen- 
dent units  to  spur  competition. 

Even  more  deregulation  could  take 
place.  Some  40%  of  Japan's  manufactur- 
ing output  is  micromanaged  by  10,000- 
odd  rules,  many  of  which  keep  out  for- 
eign rivals  and  shield  unproductive 
players.  But  even  though  Hasliimoto  be- 
Ueves  "there  is  a  lot  more  to  do"  to  de- 
regulate the  economy,  he  may 
still  be  loath  to  throw  open  all 
the  portals  of  Fortress  Japan  if 
it  means  the  nation's  3.2%^  job- 
less rate  will  soar  past  5%. 
Nonetheless,  Hashimoto — or  any 
other  leader — will  continue  to 
face  heavy  pressure  fi'om  Wash- 
ington to  deliver  measm-able  im- 
provements in  Japan's  trade  sur- 
pluses. That's  likely  to  keep  a 
fire  under  Japan  to  boost  do- 
mestic spending,  deregulate,  and 
address  critical  questions.  Will 
the  country's  high-cost  manu- 
facturers and  bloated  labor 
force  eventually  leave  it  a  spent 
industrial  giant  with  diminished 


^    growth  prospects?  Or  will  Ja- 

Corporate  investment     pan  endure  the  short-term  pain 


remains  depressed 

Bad-debt  woes  carry 
on  into  next  century 

Long-term  annual 
growth 
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of  radical  corporate  overhauls 
and  higher  unemployment  to 
emerge  revitalized  at  home  and 
abroad  for  the  long  haul? 

The  betting  is  that  policy- 
makers, invigorated  by  the 
economy's  scary  brush  with 
bank  failures  and  recession,  are 
finally  trying  to  lay  the  gi-ound- 
work  for  revitalization.  New  po- 
litical leadership  could  give  that 
effort  a  tremendous  assist — if 
Hashimoto  chooses  to  rise  to 
the  challenge. 

By  Brian  Bremner  in  Tokyo 
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A  TALK  WITH  RYUTARO  HASHIMOTO 


With  his  trademark  cigarette 
holder,  sideburns,  and  ink- 
black  pompadour,  Japan's 
Ryutaro  Hashimoto  mixes  flair  with 
a  lifetime  experience  in  the  political 
trenches.  After  watching  two  reform 
leaders  fail,  voters  seem  to  favor  him 
to  become  Japan's  next  Prime  Minis- 
ter. Hashimoto,  currently  Interma- 
tional  Trade  &  Industry  Minister, 
discussed  Japan's  future  on  Sept.  13 
with  BUSINESS  WEEK  International 
Managing  Editor  RobeH  J.  Dowling 
and  Tokyo  co-respondents  Brian 
Bremner  and  Edith  H.  Updike  in  his 
Tokyo  office. 


A:  I  want  voters  to  regain  confi- 
dence in  politics.  I'm  concerned 
about  the  very  low  level  of  voter 
participation.  That  is  the  main 
reason  why  I  have  challenged  the 
leadership  in  the  upcoming  ldp  elec- 
tion. There  are  many  uncertainties 
right  now  in  Japan.  I  would  like  to 
wipe  them  out  and  restore  a  very 
vital  society. 

Q:  What  will  you  do  to  stimulate 
the  economy? 

A:  What  I  have  to  do  in  the  next 
year  or  so  is  restore  the  economy  so 
that  competitive  manufacturing  in- 


MODERN  SAMURAI 

i  i  What  I  have  to 
do  in  the  next 
year... is  restore 
the  economy  so 
that  competitive 
manufacturing 
industries  don't 
feel  they  have  to 
leave  Japan 


Q:  Recent  policy  moves  have  cooled 
off  the  yen.  Will  moves  to  deregulate 
the  economy  follow? 
A:  Deregulation  has  been  accelerat- 
ed in  many  areas.  In  the  past  year, 
we  have  seen  deregulation  in  the 
gas  and  electric  businesses.  There  is 
a  lot  more  to  do.  We  have  to  review 
the  existing  regulations  regarding 
telecommunications. 

Q:  Your  tough  performance  during 
the  U.S.- Japanese  auto  talks  sug- 
gests you  are  an  economic  national- 
ist. Is  this  true? 

A:  In  most  other  cases,  I  have  been 
more  cooperative 
with  the  Americans. 
Last  year,  I  was  in 
Washington  urging 
dialogue.  If  the  U.S. 
side  had  listened  to 
our  suggestions, 
then  we  wouldn't 
have  needed  to  ex- 
pend unnecessary 
energy. 


RYUTARO  HASHIMOTO 


Q:  After  four  /yc«/-.s  of  recession, 
Japan  is  said  to  be  suffering  a  cri- 
sis of  confidence.  Do  you  agree? 
A:  The  collapse  of  financial  institu- 
tions has  damaged  confidence  in  the 
Japanese  economy.  And  this  is 
shown  by  the  very  miserable  ratings 
from  the  international  rating  agen- 
cies and  the  extra  premium  that 
Japanese  banks  have  to  pay  in  mon- 
ey markets.  Because  of  the  Kobe 
earthquake  and  terrorism,  the  myth 
of  the  safety  of  Japan  has  also  col- 
lapsed. This  is  a  sad  story. 

Q:  You  are  on  the  verge  of  becoming 
president  of  the  Liberal  Democratic 
Party  and  possibly  Prime  Minister. 
How  would  you  suggest  to  change 
things? 


dustnes  (liju't  tVi^l  they  have  to 
leave  Japan  [butj  feel  more  secure 
to  do  business  [here  at  home].  I  will 
use  any  weapon  in  my  power, 
whether  it's  tax  policy  or  anything 
else.  In  five  years'  time,  we  would 
like  to  base  our  economy  on  new 
scientific  and  technological  develop- 
ment. Maybe  government  will  have 
to  make  aggressive  investment  in 
research  and  development  where 
we've  solely  depended  on  the  pri- 
vate sector. 

Q:  Would  you  use  public  money  to 

bail  out  the  banks? 

A:  If  we  find  out  that  [private] 

resources  are  not  enough,  then  I 

would  like  to  use  some  pubhc 

money. 


Q:  Japan  has  pro- 
tested Beijing's  cur- 
rent nuclear  weap- 
ons testing.  Do  you 
view  China  as  a 
threat  in  Asia? 
A:  Our  position  is  to 
abohsh  nuclear  arms. 
We  are  against  nu- 
clear testing  by  any 
country.  The  biggest 
issue  for  Japan  is 
how  we  can  support  China's  current 
position  of  opening  up  the  country 
and  how  we  can  make  that  pohcy 
stable.  We  have  to  appeal  to  China 
to  act  in  line  with  international 
rules,  such  as  [those  of]  intellectual 
property  rights. 

Q:  Are  the  U.S.  and  Japan  destined 
to  be  economic  rivals? 
A:  Japan  and  the  U.S.  should  be 
able  to  become  better  partners.  To- 
day there  is  basically  no  communica- 
tion in  areas  other  than  the  econo- 
my. When  we  look  back  at  the 
postwar  era,  there  was  a  lot  of  com- 
munication. Now,  when  Japanese  go 
to  the  States,  all  they  think  about  is 
what  to  buy.  And  in  the  endaka  era, 
fewer  U.  S.  tourists  come  to  Japan. 
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UNTIL  NOW, 
CUSTOMERS  ABROAD 
HAD  TO  PAY  TO  CALL 
YOUR  800  NUMBER. 
NO  WONDER  THEY 
MDN'T  FEEL  WELCOME. 


Amrintrocluces  USADirectsOO 
Service.  The  only  way 
to  make  your  800 
number  toll-free  worldwide. 

Until  now,  your  customers  outside 
North  America  had  to  pay  every  time 
they  called  your  800  number 

Today  that  iiarrier  to  globed 
business  comes  down.  Because  with 
ATsT's  new  USADirect  800  Service, 
customers  in  over  130  countries 
can  call  your  existing  800  number 
cil?solutely  toll-free 

No  one  else  lets  your  domestic  800 
number  reach  the  global  market 
toll-free  For  the  first  time,  there  s  no 
charge  when  your  customer  dials  your 
800  number  via  the  USADirect- Service 
access  code  And  from  country  to 
country  your  number  is  the  same 

Over  130  countries.  One  number 
Toll  free  A  world  of  new  markets  and  ' 
new  opportunities  awaits  Exclusively 
from  ATScT.  For  more  information 
about  AT!^  USADirect  800  Service, 

ccdl  800 655-1441,  txt  901  From 
outside  North  America,  dial 
the  same  number  preceded  by  the 
USADirect  Service  access  code 
And  let  freedom  ring. 

AT&T  For  the  life  of  your  business: 


AT&T 


Our  Business  I 
The  Competitioi 


lelping  \burs 
i^ish  They  Weren't. 


To  win  in  today's  marketplace,  you  cant  afford  to  make  a 
wrong  move.  Yon  need  to  think  ahead.  And  when  you  re  looking  to 
come  up  with  new  and  smarter  ways  of  providing  reed  value  to  your 
customers,  we  can  give  you  that  competitive  edge. 

Like  helping  a  health  and  fitness  ecjuipment  company  acquire 
the  needed  capital  to  service  seasonal  peak  activity  and  long-term  groioth 
plans.  Or  helping  a  leading  international  airport  work  with  local 
government  agerw.ies  to  make  their  transportation  systems  state  of  the  art. 

At  GE  Capital  Services,  were  25  diversified  businesses.  And 
each  one  is  dedicated  to  dmeloping  cmd  deliveiing products  and  services 
tha  t  make  su  re  you  stay  ahecd  of  the  ga  me.  If  you  re  looking  to  become 
more  competitive,  call  1-800-243-2222  today.  It's  a  smart  move. 


GE  Capital  Services 


Our  Business  Is  Helping  Yours 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING  •  CONSOLIDATED  FINANCIAL  INSURANCE 
EMPLOYERS  REINSURANCE  CORPORATION  •  EOUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY 
FLEET  SERVICES  •  GECC  FINANCIAL  (HAWAII)  •  GENSTAR  CONTAINER  •  GLOBAL  CONSUMER  FINANCE 
GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE 
MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


International  Business 


SOUTH  KOREA 


NOW  DETROIT'S  HEAVY  ARTILLERY 
IS  TRAINED  ON  SEOUL 

A  closed  market  has  the  Big  Three  pressing  for  sanctions 


Now  that  a  truce  has  been  declared 
in  the  U.  S.  fight  to  crack  Japan's 
auto  market.  Detroit's  Big  Three 
carmakers  have  found  a  new  battle- 
ground: South  Korea,  the  world's  fast- 
est-growing cai'  market  and  one  of  the 
most  dosed.  They're  ui'ging  the  Clin- 
ton Administration  to  get  tough  if  Seoul 
fails  to  make  concessions  in  Sept.  19- 
20  talks  in  Washington. 

The  dispute  isn't  just  about  WTesting 
a  bigger  pait  of  the  S17.5  billion  Korean 
market.  U.  S.  policymakers  feel  bound 
to  challenge  other  Asian  nations  copying 
Tokyo's  moves.  "Like  Japan,  Korea  is 
using  its  sheltered  domestic  market  as 
an  export-launching  pad,"  says  one  offi- 
cial "We  need  to  send  a  message  to  the 
rest  of  Asia  that  we  will  not  tolerate 
such  unfaii"  competition." 

Detroit  wants  to  see  the  Koreans 
named  in  a  "Super  301"  case,  which 
would  trigger  sanctions  if  there  is  no 
progi'ess  \\ithin  a  yeai\  U.  S.  Trade  Rep>- 
resentative  Mickey  Kantor  must  decide 
by  Sept.  27  whether  to  put  Korea  on  a 
Super  301  priority  Ust. 

Korea  is  miles  ahead  of  Japan  when  it 
comes  to  sheltering  home-grown  auto 
makei^s.  Seoul's  anti-im{X)rt  manual  starts 
with  an  S'^/c  tariff  and 
a  vaiiety  of  taxes  that 
boost  the  sticker  price 
of  Ford's  .$18,000  Mer- 
ciuy  Sable  to  .S40,000. 
Add  in  financing  re- 
strictions and  an  anti- 
foreign  bia.'^  periodic-al- 
ly whipped  up  by  the 
government,  and  it's 
easy  to  see  why  im- 
ports accoimted  for  a 
measly  0.3%  of  Korea's 
1.1  million  domestic 
car  sales  last  year  In 
contrast,  Korea  ex- 
ported nearly  6.50,0(X)  cai*s. 
LOW  OPINION.  But  American  officials 
must  be  careful.  After  years  of  deficits, 
the  U.  S.  ran  a  .$1..5  billion  trade  sur- 
plus with  Korea  in  the  fii^t  six  months 
of  199.5,  exporting  aircraft,  high-tech 
equipment,  and  grain.  A  trade  fi-acas 
would  only  worsen  ah-eady-soiuing  Kore- 
an sentiment  towai'd  the  U.  S.  A  U.  S. 
LnfoiTnation  Agency  poll  reports  that  for 


the  fii"st  time  in  12  years,  a  majority  of 
Koreans  have  an  unfavorable  opinion  of 
the  U.  S. — and  75%  cited  trade  pressui'e 
as  a  main  reason  for  disliking  America. 

In  addition  to  autos,  Korea  faces  three 
other  possible  Super  301  actions.  U.S. 
orange  growei-s  are  challenging  its  for- 
eign-citrus licensing  system,  which  shuts 


Asia,  Eastern  Europe,  and  Latin  Amf- 
ica,  where  they  want  to  compete.  * 
"Korea  can  cause  a  bigger  problen. 
world  trade  than  Japan  has."  says  Y 
Motor  Co.  ChaiiTnan  and  ceo  Alexaji' 
J.  Ti'otman. 

Detroit  wants  Korea  to  reduce 
import  tariff,  eliminate  taxes  on  i 
with  larger  engines,  junk  some  sat 
standards,  and  speed  up  libera'iiza' 
of  curbs  on  foreign  participation  in  a 
financing.  So  fai*.  it  is  getting  rhetoi 
support  from  Europe,  which  oppo>  i 
America's  tough  tactics  in  the  U.  S.-l- 
pan  auto  dispute.  "The  Koreans... e\ 
not  keep  their  markets  closed  w; 
they  go  gallivanting  around  the  wor 
says  James  Rosenstein,  spokesman  ; 


HYUNDAIS:  Huge  profits  fund  a  massive  production  increase 


KOREAN  CARMAKERS  ARE 
DRIVING  OVERSEAS 


UNIT  SALES 

EXPORTS 
■  DOMESTIC 


A  MILLIONS  OF  UNITS 

DATA:  COMPANY  REPORTS 


out  all  but  the  lowest- 
grade  oi-anges.  Califor- 
nia almond  growers 
fume  over  customs 
mles  that  keep  ship- 
ments on  Korean 
docks  for  up  to  eight 
weeks.  Medical  de\ice 
makers  are  angry 
about  regulations  re- 
quii-ing  foreign  compa- 
nies to  reveal  proprie- 
taiy  information. 
But  Korea's  auto 
pohcy  is  the  only  one  likely  to  make 
the  USTR  fist.  The  market  has  allowed 
car  companies  to  amass  a  domestic  prof- 
its war  chest  that  is  funding  a  huge 
boost  in  production.  Before  the  end  of 
the  decade,  Korea's  Daewoo,  Hyundai, 
and  Kia  vail  be  building  5  milUon  cars 
and  exporting  3  milUon  of  them.  U.  S. 
auto  makers  fear  Korea  will  soon  be 
dumping  rock-bottom-priced  cars  in 


ESTIMATE 


the  Association  of  European  Auton: 
bile  Manufacturers. 

Officials  in  Seoul  counter  that  th 
are  slowly  opening  up  their  auto  mj 
ket.  Since  1994,  Korea  has  cut  its  impc 
tariff  from  10%  to  8%  and  permitt 
foreign  companies  to  own  up  to  49% 
consumer  auto-financing  ventures.  Ad^ 
tional  steps  are  being  readied,  sa 
Chung  Seung-Il,  an  official  in  the  Int€ 
national  Trade  &  Industry'  Ministry. 

That  may  not  be  enough.  "The  Koi 
ans  always  move.  The  question  is:  He 
far?"  says  one  U.  S.  official.  If  Sec 
falls  short,  look  for  Washington  to  tu 
up  the  heat.  Polls  show  confrontatior 
trade  tactics  are  a  poUtical  winner  I 
President  Clinton.  His  foreign  poli 
mavens  ad\ise  avoiding  flaps  with  Jap 
and  China.  That  makes  Korea  all  t 
more  tempting  a  target. 

By  Amy  Bomis  iii  Washington,  wi 
Keith  Naughton  iyi  Detroit,  and  Laxi 
NakaiTni  in  Seoul 
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ntium" 


There's  a  lot  t 
than  you  pr  i 


VISION.  Companies  that  have  it 
possess  the  insight  and  inlierent 
strength  to  create  Rindainen- 
tal  change.  A  The  kind 


of  change 
that  has  en-  • 
abled  Rockwell  to 
emerge  as  a  powerRil 
commercial  force  over  the  last 
ten  years.  A  This  vision  has  changed  our  present 

sales  mix  to  over  70 


Changing  Sales  Composition 


Aerospace 

and 

Defense 

Commercial 
and 

International 


1984 


Fivm  m-i 
to  199-1.  Rockwell 
changed  its  sales 


mix  to  70  [ycnoit  commercial  and  inter- 
national hy  lei'eraging  new  technologies 
and  products,  unique  synergies,  ana 
global  opportunities  to  aggressipely  serre 
its  customers. 


percent  commercial  and  inter- 
national business.  It's  made  us 
a  rapidly  growing  force  in 
markets  ranging  from  ^ 
telecommunications  and 
automotive  to  industrial  automation  -  while 
maintaining  our  leadership  positions  in  aerospace 
and  defense.  And  today,  it's  driving  us  to  be  the 
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Automation 


Avionics 


Te  lecommunicatlons 


Defense  Electronic 


re  to  Rockwell 
ably  perceive. 

worlds  best  diversified  iiigh-technology  com-   ^  ^  ^ 
pany.  A  By  striving  to  make  our  cus- 
,     tomers  the  worids  most  successfiil, 
we  have  dramatically  changed 


f.  • 


our  $12.5 
billion  com- 
pany Creating 
new  synergies,  and 
putting  leading- edge  practices 
and  technologies  to  work.  A  Whether  its 
"        making  cars  smarter  with  advanced  Rockwell 
electronics.  Integrating  head-up  displays  into  avionics 
for  major  airlines.  Becoming  the  world's  leading  supplier  of 
modems  for  PCs  and  fax  machines.  Or  building  a  $3.5 
^      billion  global  industrial  automation  enterprise  with  our 
Allen-Bradley  and  Reliance  Electric  businesses.  ▲  It's  time 
to  change  your  perception  ol  Rockwell.  For  fiirther  information  about 
otir  activities,  write  to  Rockwell,  RO.  Box  4251,  Dept.  BWN,  Seal  Beach, 
CA  90740-8251.  You'll  see  a  lot  more  in  us  than  you  ever  imagined. 


lace 


Automotive 


Graphic  Systems 


^  RocliweH 


International  Outlook 


EDITED  BY  JOHN  PEARSON 


QUEBEC:  THE  SEPARATISTS  SURGE 
-AND  THE  MARKETS  TREMBLE 


ISM' 


II 


One  of  the  world's  longest-running  suspense  dramas — 
whether  Quebec  will  separate  ft'om  Canada — is  finally 
headed  for  a  climax.  On  Sept.  11,  the  Quebec  National 
Assembly  began  debating  the  ruling  Parti  Quebecois'  plan  to 
make  the  French-speaking  province  a  "sovereign  country." 
The  debate  kicked  off  an  all-out  campaign  by  separatists  to 
win  a  oui  vote  for  sovereignty  by  Quebec's  5  million  voters  in 
an  Oct.  30  referendum. 

The  separatists,  led  by  Quebec  Premier  Jacques  Parizeau, 
are  coming  on  surprisingly  strong.  A  Sept.  9 
survey  by  Montreal  pollster  Leger  &  Leger 
put  support  for  the  oui  camp  at  50.2%.  Al- 
though most  observers  still  expect  Quebeckers 
to  tilt  in  favor  of  staying  within  the  federal 
union,  "the  result  will  be  very  tight,"  predicts 
CEO  Jean-Marc  Leger  "The  federahsts  are  be- 
hind" in  organization  and  momentum,  he  adds. 
VOTE  OUI.  Worries  ovei-  the  outcome  are  mak- 
ing financial  markets  nei"vous.  Just  weeks  ago, 
the  Canadian  dollar  had  risen  to  an  18-month 
high  amid  optimism  that  Canada  would  remain 
united.  But  the  new  poll  dropped  the  dollar 
to  U.  S.  74.24(2  from  its  recent  peak  of  74.93^. 
In  response,  the  Bank  of  Canada  on  Sept.  12 
hiked  its  lending  rate  by  35  basis  points,  to 
6.9%.  With  the  risk  of  recession  already  a  con- 
cem,  higher  interest  rates  are  the  last  thing 
Canada's  economy  needs. 

Even  a  nairow  win  by  the  out  forces  would  plunge  Cana- 
da into  the  worst  constitutional  dilemma  of  its  128-year  his- 
tory. "It  would  be  a  nightmare,"  says  Brian  I.  Neysmith, 
president  of  Montreal-based  Canadian  Bond  Rating  Service. 
For  staiters,  Quebec  would  face  an  immediate  crisis  trying  to 
roll  over  its  massive  debts,  he  says.  By  contrast,  a  non  vote 
would  relegate  separatism  to  the  back  burner  for  years,  al- 
though the  movement  would  linger  on. 

The  separatists'  unexpected  surge  is  a  tribute  to  the  ma- 


PARIZEAU:  A  wily  move 


GLOBAL  WRAPUP 


A  HAT  IN  MEXICO'S  RING? 

►  Former  Mexico  City  Mayor  Manuel 
Camacho,  one  of  the  country's  savvi- 
est  politicians,  is  reentering  active 
politics  after  a  year-long  silence — and 
President  Ernesto  Zedillo's  govern- 
ment is  uneasy  about  it.  Camacho  is 
believed  to  be  trying  to  carve  out  a 
power  base  among  factions  in  the  rul- 
ing Institutional  Revolutionary  Party 
(PRi),  including  moderates  who  are 
frustrated  by  hard-liners'  resistance 
to  steps  to  democratize  the  party.  Ca- 
macho's  moves  could  complicate 


neuvering  of  the  ever-wily  Parizeau.  Although  he  was  elec 
ed  on  a  platfonn  of  hard-line  separatism  last  fall,  by  th 
spring  it  was  clear  that  no  more  than  40%  of  Quebeckei 
would  vote  for  a  complete  break  with  Canada.  So  in  a  skillfi 
shift,  Parizeau  is  asking  voters  if  they  agi-ee  Quebec  shoulT 
"become  sovereign,  after  having  made  a  formal  offer  to  Cana 
da  for  a  new  economic  and  political  pailnership."  To  be  sur^lf 
Quebec  would  still  write  its  own  laws,  claim  its  own  seat 
the  U.  N.,  and  send  its  ovra  team  to  the  Olympics.  But  titrt 
avoid  economic  upheaval,  Parizeau  in  effec 
proposes  to  recreate,  in  a  different  form,  thfcit 
Canadian  confederation  he  wants  to  break  uj  tre  i 
Relations  between  Quebec  and  English  Canad  tici 
would  be  managed  by  a  new  superstructur  jers 
including  a  joint  Parliament.  ak't 
So  far,  Parizeau's  "partnership"  theme  ha»li 
worked  bi-iUiantly  to  vrin  support  from  "soft  m  s  ob 
tionalists":  the  20%  of  Quebec  voters  who  war  1 1 
autonomy  but  fear  a  rough  divorce.  The  hitc  rate 
is,  almost  everyone  in  English  Canada  think  ocel 
Parizeau  is  peddling  an  illusion.  "The  rest  c  Roe 
Canada  simply  doesn't  want  to  deal  wit  raiiv 
PaiTzeau  and  his  gang,"  says  Vancouver  pollste  nva 
Angus  Reid.  English  Canada  would  oppos  stlii 
Parizeau's  plans  to  allow  Quebeckers  to  us  ne\ 
the  Canadian  passport,  he  says,  and  woulE  t 
veto  any  form  of  political  association.  Say  f  Gi 

  Canadian  Piime  Minister  Jean  Chretien,  himse  il  \ 

a  Quebecker:  A  oui  is  a  "one-way  ticket  to  separation."  na[ 
Such  warnings,  the  federalists  hope,  will  yet  chnch  a  n&i  Thus 
vote.  Most  Quebeckers,  they  reason,  don't  want  a  nast;reii 
breakup  of  the  country,  ranked  by  the  U.  N.  as  the  world'  19! 
best  place  to  hve.  But  if  Parizeau  can  convince  enough  c  k  i 
them  that  Chretien  &  Co.  are  ciying  wolf  about  the  perils  o  p[ 
a  breakup,  he  could  yet  pull  off  a  victory.  For  Canada,  an(  » 
Quebec,  it's  going  to  be  a  nerve-racking  fall.  is  I 

By  William  C.  Symo^ids  in  TbrorefeApr 

tei 


Zedillo's  own  attempts  to  maneuver 
between  reformers  and  "dinosaurs." 

Camacho,  49,  a  longtime  friend  of 
former  President  Carlos  Salinas  de 
Gortari,  expected  to  be  the  pri's  pres- 
idential candidate  in  1994.  But  Salinas 
tapped  Luis  Donaldo  Colosio.  Salinas 
kept  Camacho's  career  alive  by  giving 
him  the  role  of  peace  negotiator  with 
the  Chiapas  rebels,  but  Camacho  con- 
tinued to  hint  he  might  make  an  inde- 
pendent run  for  the  presidency.  After 
Colosio  was  assassinated  and  Zedillo 
took  his  place  as  the  presidential  can- 
didate, Camacho  quit  as  peacemaker 


and  adopted  a  low  profile.  Now  he  is 
launching  a  series  of  public  talks  on 
the  need  for  political  change,  starting 
with  a  speech  in  Monterrey. 

Critics  see  Camacho  as  more  of  an 
ambitious  populist  than  a  reformer. 
Backers  of  Zedillo  fear  Camacho's 
moves  in  the  pri  could  undermine 
Zedillo's  remaining  five  years  in  office. 
Camacho's  aim,  observers  believe,  is  to 
step  in  as  the  bridge-builder  in  the  pri 
after  reformers  and  hard-liners  have 
duked  it  oui — and  become  the  party's 
standard-bearer  in  the  2000  election. 

By  Geri  Smith  in  Mexico  City 
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SMETICS 


RILL  BITS,  PAINT 
HINNER,  EYELINER 

irs  lures  middle-income  women  with  a  cosmetics  line 


knly  days  after  he  was 
B  named  president  of  appar- 
lel  at  Sears,  Roebuck  & 
WCo.  in  February,  1993, 
ert  L.  Mettler  was  having 
?e  at  New  York's  posh 
nsley  Park  Lane  Hotel  with 
re  Rogers,  president  of  cos- 
ies maker  Lsncome  USA. 
ers,  a  Montreal  native,  was 
iking  quickly  in  his  heavy 
ich  accent  and  drawing  num- 
on  a  paper  napkin.  His  pro- 
1:  that  Sears  create  its  own 
ate-label  line  of  cosmetics 
ugh  a  joint  venture  headed 
logers,  who  would  resign  his 
itive  Lancome  post.  Mettler, 
was  already  planning  to  dis- 
the  cosmetics  business  vdth 
new  boss,  Arthur  C.  Mar- 
5,  then  CEO  of  the  Merchan- 
Group,  was  intrigued.  He 
't  commit  himself,  but  put 
napkin  in  his  pocket, 
hus  was  born  one  of  the 
3  unusual  retaihng  partnerships  of 
1990s.  Sears  linked  up  with  out- 
rs  decades  ago  to  build  some  of  its 
est  brands,  such  as  Kenmore,  but 
never  before  offered  up  equity  in  a 
•s  brand.  The  joint  venture,  signed 
ipril  last  year,  was  considered  so 
et  that  Sears  executives  referred 
logers  only  by  the  code  name  Vin- 
,  a  reference  to  the  shaggy  crea- 
in  the  now  canceled  TV  show,  Beau- 


METTLER  AND  "VINCENT":  Tlieir  pact  was  top  secret 


ty  and  the  Beast.  After  a  frantic  17 
months  of  ci'eating,  manufacturing,  and 
packaging  more  than  600  products. 
Sears  unveiled  its  Cii'cle  of  Beauty  line 
of  makeup,  skin-care  products,  and  fra- 
gi'ances  in  mid-September. 

The  key  question:  Will  American 
women,  who  spend  $16  billion  a  year 
on  cosmetics  and  fragrance,  buy  per- 
sonal products  from  a  company  best 
known  for  Weatherbeater  paint,  Crafts- 


man tools,  and  DieHard  batteries?  "It's 
a  bit  of  a  stretch,"  says  retail  consultant 
Alan  Millstein.  There's  another  obsta- 
cle: The  cosmetics  and  fragi'ance  busi- 
ness relies  heavily  on  image  advertising, 
and  Sears  won't  be  advertising  nation- 
ally at  fii'st  because  the  cosmetics  will 
be  sold  in  only  150  of  its  800  stores. 
SURROGATE  SHOPPERS.  Sears,  the  na- 
tion's No.  2  retailer,  has  a  lot  riding  on 
the  outcome.  Cosmetics  are  the  next 
critical  step  in  its  $40  million-a-year 
"Softer  Side  of  Sears"  marketing  cam- 
paign, launched  in  the  fall  of  1993  to 
woo  middle-income  women.  Mai"- 
tinez  ordered  up  the  campaign 
soon  after  joining  Sears  in  1992, 
when  he  discovered  that  its  best 
customers  for  its  big-selling 
Craftsman  tools  and  Kenmore  ap- 
pliances weren't  men.  They  were 
women,  aged  25  to  50,  who  do 
almost  all  the  family  shopping, 
fi'om  buying  men's  undei^wear  to 
picking  out  a  new  washer. 

The  bad  news:  When  it  came 
to  their  own  needs,  women  went 
elsewhere.  Sears  didn't  carry 
much  brand-name  apparel  and 
hadn't  built  any  big  in-house 
brands  as  it  had  with  tools  and 
paint.  The  campaign  has  helped, 
though  those  soft  lines  still  rep- 
resent only  about  a  third  of  sales 
because  hardware  and  tool  sales 
have  been  growing,  too.  Sears' 
retailing  profits  increased  18%, 
to  $890  million,  in  1994.  Sales  in 
stores  open  a  year  or  more 
jumped  8.3%  and  are  up  an  ad- 
ditional 4.1%  so  far  this  year.  But  Mar- 
tinez thinks  he  can  do  better 

Sears  has  spent  tens  of  millions  of 
dollars  ftmding  the  50-50  joint  venture 
with  Rogers  and  two  associates.  It's 
betting  that  a  market  exists  somewhere 
between  diugstore  blister  packs  of  blush 
and  eye  shadow  and  the  high-priced  de- 
partment-store counter.  Catherine  Wills, 
Maybelline  Inc.'s  executive  vice-presi- 
dent for  marketing,  says  she's  keeping 


Between  Class  and  Mass 

Retail  prices  for  cosmetics 


Lipstick 

Foundation 

Blush 

Eye  shadow 

PARTMENT  STORES 

tee  Lauder 

$15.00 

$27.50 

$20.00 

$10.00 

ARS 

cle  of  Beauty 

$8.50 

$12.50 

$10.00 

$8.00 

UG  AND  DISCOUNT  STORES 

vion  $8.50 

$9.25 

$8.75 

$7.00 

^^fglli  ^^^^ 

^^^^^ 

1 


FIRM 

FOUNDATION: 

Sears  plans 
on  bidlding 
its  brand 
slowly 
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an  eye  on  Cii'cle  of  Beauty.  But  she  be- 
lieves the  convenience  of  buying  make- 
up at  Wal-Mart  Stores  Inc.  or  Walgi"een 
Co.  will  keep  customers  loyal. 

Sears  says  its  focus-gi'oup  research 
found  that  many  chain-store  shoppers 
are  intimidated  by  department  stores, 
where  the  goods  are  kept  behind  glass. 
But  they  still  want  help  choosing  the 
right  product  and  color — something 
most  drugstores  and  discounters  don't 
offer.  Sears  lets  shoppers  test  Circle  of 
Beauty  pi'oducts  themselves  while  sales- 
people wait  to  answer  questions.  Once 
they  make  a  choice,  shoppei-s  help  them- 
selves to  the  merchandise  and  cany  it 
to  the  cash  register.  "When  people  can 
play  with  products,  there's  a  gi-eater 
tendency  to  buy  one,"  says  Allan  Mot- 
tus,  publisher  of  the  Informationist,  a 
cosmetics-industry  newsletter. 
ENESPANOL.  Circle  of  Beauty's  creators 
took  bits  of  inspiration  from  current 
hits.  There  ai'e  botanical  ingi'edients  like 
the  Body  Shop  Interaational's.  Skin-care 
products  and  makeup  are  fragi'ance-fi'ee 
and  tested  by  dermatologists  like  Chn- 
ique's.  No  animal  testing,  of  course.  The 
packaging,  which  doesn't  mention  Seai"s, 
is  an  elegant  dark  green,  not  unlike 
Chanel  Inc.'s  simple  trademark  black. 
But  Circle  of  Beauty  costs  a  lot  less. 
A  lipstick  runs  $8.50,  compared  with 
$20  for  Chanel.  And  Seal's,  with  a  gi'ow- 
ing  number  of  black  and  Hispanic  cus- 
tomers, offers  twice  as  many  shades  of 
lipstick  and  foundation  as  most  rivals. 
Brochures  are  in  Spanish  and  Enghsh. 

Advertising  won't  be  expansive  at 
first.  Circle  of  Beauty  will  hit  100  new 
stores  annually,  but  it  will  be  years  be- 
fore it's  sold  widely  enough  to  justify 
national  ads.  Sears  thinks  it  can  afford  to 
move  slowly.  "We  know  building  a  brand 
is  a  long-term  proposition,"  says  Mar- 
tinez, who  was  named  Seal's  chaii-man  in 
August.  "This  is  not  a  ciuick  thi'ee-month 
commitment  and  pull  the  plug." 

If  Sears  manages  to  turn  Circle  of 
Beauty  into  a  strong  contender,  the  po- 
tential is  huge.  As  apparel  sales  sag, 
cosmetics  and  fragi'ances  have  come  to 
represent  about  10%  of  department- 
store  sales,  up  from  6%  a  decade  ago. 
They  carry  40%  gross  margins,  and 
Sears'  profits  on  Cu'cle  of  Beauty  should 
be  even  higher  since  it's  private  label. 

Sears  has  done  everything  it  can  to 
make  the  new  line  a  success.  It  spent 
heavily  on  consumer  research,  testing 
everything  from  names  to  products  to 
packaging.  Beaute,  the  French  word  for 
beauty,  for  example,  was  discarded  as  a 
possible  name  because  women  couldn't 
pronounce  it.  Circle  of  Beauty  is  cer- 
tainly easier  to  say.  The  question  is, 
will  it  ever  roll  as  trippingly  off  the 
tongue  as  Kenmore  and  Craftsman? 

By  Susan  Chandler  in  New  York 


STRATEGIES 


AT  CIRCUS  CIRCUS, 
IT'S  BUILD,  BUILD 

The  company  is  anteing  up  millions  for  more  rooms 


It's  show  time  at  the  circus — Vegas 
style.  As  a  high-wire  artist  waras 
up  above  a  bleacher  filled  with  pop- 
corn-munching kids,  the  kids'  par- 
ents stuff  nickels  into  rows  of  clanging 
slot  machines  nearby.  But  the  star  at- 
traction isn't  in  the  next  ring;  it's  two 
floors  above  the  casino's  din.  Spread 
around  a  wood-paneled  boardroom  lies 
the  future  of  Circus  Circus  Enterprises 
Inc.  There,  artists'  ren- 
deiings  depict  a  Venetian- 
palazzo-style  hotel,  a  clus- 
ter of  Egyptian-style 
villas,  and  a  thiill  ride  set 
against  King  Tut's  tomb. 

It  was  in  that  same 
boai'di'oom  a  yeai'  ago  that 
shareholders  forced 
William  G.  Bennett,  Ch'- 
cus  Circus'  70-year-old 
founder,  to  quit  after 
months  of  corporate  in- 
fighting and  slumping  prof- 
its. Circus — long  a  Wall 
Street  darling — had  lost  its 
luster.  From  48  in  late  1993, 
Cu'cus'  stock  slumped  to  20  are  ready 
a  yeai-  later  "It  was  a  pret- 
ty bad  time,"  admits  Clyde  T.  Turner, 
Bennett's  underetated  successor,  "one  we 
intend  to  put  behind  us." 
GLORY  DAYS.  In  Las  Vegas,  where  the 
only  way  to  win  is  to  wager  that  means 
spending  big.  A  rejuvenated  Circus  in- 
tends to  do  just  that.  Over  the  past 
year.  Circus  had  to  sit  on  the  sidehnes 
while  rivals  such  as  Mii'age,  mgm  Grand, 
and  Hilton  poured  on  new  rooms.  Now, 
Circus  is  piling  its  chips  on  the  table, 
too.  On  Aug.  28,  the  board  approved 
Tiu^ner's  plans  to  spend  upwards  of  $400 
million  to  expand  its  splashy  Vegas 
showpiece,  the  pyramid-shaped  Luxor 
Hotel  &  Casino,  with  1,780  new  rooms, 
high-tech  rides,  and  new  meeting  ar- 
eas. And  as  Circus  moves  into  Atlantic 
City  for  the  first  time,  TYu-ner  will  spend 
as  much  again:  He  has  joined  with  Mi- 
rage Resorts  Inc.  in  a  $1  biUion  bid  to 
build  two  hotel-casinos  that  won  city 
council  approval  in  early  September  In 


all,  says  President  Glenn  Schaeffeilfr! 
spending  could  I'un  into  the  billions  a 
Cii'cus  adds  up  to  four  major  casino-ho  !fst 
tels  by  2000. 

The  building  boom  marks  an  effort  t|frf 
return  to  Cii'cus'  gloi-y  days.  LInder  Ben 
nett,  its  foi-mula  had  long  been  unique 
Eschewing  credit  and  high  roUei-s,  Circu  ?t 


r,i 
ove 
le 


5  a 


THE  CHIEFS: 

Ensign, 
Turner,  and 
Schaeffer 


THE  SHOWPIECE:  Luxor  is  expanding 


  ie:-> 

caters  to  heavy-betting  blue-collar  gam  n 
biers  by  offering  low-priced  rooms  an(|[ 
cheap  buffets.  By  adding  clow-ns  ani^ 
theme-pai'k-style  amusements,  Bennettr- 
who  had  run  Circus  with  an  iron  fis' 
since  1974 — was  also  the  fii'st  to  mak< 
Vegas  family  entertainment.  As  a  result }, 
cash  flow  and  margins  have  always  tj 
topped  the  industi^y. 

But  Circus'  luck  recently  ran  coldje 
Soaring  construction  costs  sent  earn 
ings  down  for  the  first  time  in  1993 
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(  rivals  began  making 
ds  into  Circus'  hold  on 
nass  market.  Both  the 

Grand  and  Mirage's 
iure  Island  hotel  have 
ed  with  cheap  rooms 
meals  aimed  straight 
reus'  chentele. 
iving  opened  two  new 
OS  itself  in  the  past 

Circus'  earnings  are 
/ering:  Operating  in- 
■  for  the  first  six 
hs  of  1995  was  up  8%, 
51.9  million,  on  a  6% 
gain,  to  $621.7  million.  But  most  of 
:ains  came  from  Circus'  new  Tunica 
boat  in  Mississippi,  and  a  jointly 
id  casino  in  Reno.  At  its  three 
st  casinos — Circus  Circus  Las  Ve- 
ExcaUbur,  and  Luxor — profits  have 
red.  The  company  has  also  faced 
itemal  problems:  Unwilling  to  give 
)ntrol,  Bennett  had  systematically 
ed  a  host  of  potential  successors 


Circus  Tops  Rivals 
In  Profitability... 


.But  Expansion  Slows 
Earnings  Growth 
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DATA:  COMPANY  REPORTS,  HANCOCK  INSTITUTIONAL  EQUITY  SERVICES 

sure  to  beef  up  management,  Himer  paid 
$500  million  for  Gold  Stiike  Inn  &  Casino, 
an  operator  of  small  casinos.  The  real 
lui'e  was  its  executives.  Some  100  of  Gold 
Strike's  managers  had  once  worked  at 
Circus,  including  Schaeffer  and  Michael  S. 
Ensign,  both  former  heirs-apparent  to 
Bermett.  Turner  installed  Ensign  as  coo 
and  Schaeffer  as  president  and  CFO.  The 
move  has  reassiu*ed  jittery  sharehold- 
ers— Circus'  stock  is  up 
to  32 — and  the  board. 
Says  Coehlo:  "This  deal 
gives  us  the  management 
depth  that  had  been  sys- 
tematically eliminated 
over  the  yeai's." 

The  Citxnjs  alumni's  fii-st 
chore:  finish  the  3,024- 
room  Monte  Carlo  casino- 
hotel  they're  building 
dovm  the  Strip  from  the 
Luxor  and  ExcaUbui'.  The 
$325  million  project,  a  joint 
ventui-e  with  Mirage  that 
Crfjld  Stiike  had  signed  be- 
fore Circus  bought  it. 


the  years.  By  mid-1994,  as  share- 
3rs  clamored  for  change,  outside 
d  members  led  by  ex-congressman 
former  Wertheim  Schi-oder  &  Co. 
iging  Dir-ector  Tony  Coehlo  pushed 
lett  out.  Bennett,  who  declined  to 
iterviewed,  has  resigned  fi'om  the 
i  and  sold  most  of  his  Cir-cus  stake, 
le  purges  left  Circus'  management 
3  painftiUy  thin.  Some  big  sharehold- 
[uestioned  whether  T\irner — the  long- 
chief  financial  officer  at  Mirage  be- 
he  joined  Circus  in  1992 — was  up 
e  CEO's  job.  Under  heavy  board  pres- 


should  open  next  siunmer.  But  the  key 
to  Cu'cus'  futui'e  lies  a  mile  south  of  the 
new  casino  on  a  120-acre  plot  next  to  the 
Luxor  that  T.imer  bought  for  $153  million. 
By  building  up  to  foiu"  new  casinos  and 
linking  the  site  to  the  Excalibm-  and  Lux- 
or vnth  monoi"ails  and  moving  sidewalks, 
Huner  aims  to  conti-ol  a  mile-long  block  on 
the  hottest  stretch  of  the  Strip. 

Turner  and  his  new  team  hope  to 
have  nearly  20,000  rooms  in  Vegas  by 
decade's  end — double  CiiTus'  size  today. 
By  building  new  rooms  at  a  far  faster 
clip  than  new  casino  space — and  making 


it  easy  for  gamblers  to  ro- 
tate among  Circus'  proper- 
ties— they  figure  profits  will 
grow  as  more  gamblers 
crowd  their  casinos.  "The 
upside  is  just  amazing," 
says  analyst  Dennis  I. 
Forst  of  Hancock  Institu- 
tional Equity  Services,  the 
brokerage  arm  of  insurer 
John  Hancock  Mutual  Life 
Insurance  Co. 

Still,  downside  risk 
looms,  too:  With  extensive 
constniction  under  way  in 
Vegas — and  legalized  gambling  popping 
up  eveiywhere  fi'om  Connecticut  to  Col- 
orado— more  casinos  are  fighting  over  a 
fairly  finite  number  of  gamblers.  And 
neophytes  lured  in  by  flashy  amuse- 
ments spend  less.  Already,  such  prob- 
lems have  dented  Circus'  recent  open- 
ings. The  $92  million  Grand  Slam 
Canyon  water  park  added  alongside  Cir- 
cus Circus  Las  Vegas  has  been  slow  to 
catch  on,  and  the  company  recently  took 
a  $31.5  million  writedown  for  a  failed 
Louisiana  riverboat  project.  Moreover, 
cost  oveiTuns  and  lower-than-expected 
wagering  have  made  the  $404  million 
Luxor,  Circus'  most  recent  major  pro- 
ject, less  profitable  than  anticipated. 
"WE'LL  PROSPER."  In  Atlantic  City— 
which  until  recently  was  anything  but  a 
winning  bet  for  casino  operators — the 
stakes  are  equally  high.  Although  the 
city  has  loosened  restrictions  on  gam- 
bling in  hopes  of  sparking  a  revival,  the 
potential  remains  unclear.  Circus  plans 
to  build  two  adjoining  hotel-casinos  with 
partner  Mirage.  But  while  the  city  is 
hoping  that  will  provide  the  excitement 
needed  to  transform  what  has  been  a 
day-trip  market  into  a  resort  destina- 
tion, many  in  the  industry  have  doubts. 

Turner  admits  that  swelling  capacity 
will  bring  a  fight.  Together  with  con- 
stiTJction  costs,  that  could  hurt  profits: 
After  years  of  double-digit  gains,  ana- 
lysts expect  annual  gi'owth  to  slow  to 
around  8%  (charts).  But  Tunier  argues 
it  will  be  the  smaller,  less  glitzy  casinos 
that  fold.  "The  big  will  get  bigger,"  he 
says.  "We'll  prosper  in  a  shakeout." 

With  its  A-team  management  back 
in  place,  rivals  also  expect  Circus  to 
avoid  its  recent  errors.  "Clyde  has  self- 
lessly  created  what  is  obviously  a  for- 
midable competitor,"  says  Raymond  C. 
Avansino,  president  of  Hilton  Hotels 
Corp.  And  with  low  debt  and  the  best 
cash  flow  in  the  industi-y,  Circus  has  a 
key  ace  up  its  sleeve.  "Our  cash  flow 
gives  us  the  abiUty  to  self-finance  a  lot 
of  what  we  want  to  build,"  Schaeffer 
says.  If  its  luck  has  really  turned,  Cir-cus 
holds  a  strong  hand  to  rake  in  Vegas' 
fiercely  contested  pot. 

By  Ro7iald  Gh'over  m  Las  Vegas 
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Perfect. 


The  human  mind  has  the  abihty  to  recall 
»rmation  visually.  But  can  a  client/server 
ibase  advance  that  far? 

Well,  IBM's  exclusive  Query  By  Image 
itent  (QBIC)  technology  for  DB2*  should 
n  your  eyes.  It  actually  lets  you  locate  a 
ge  of  records  based  on  shape.  Or  color, 
even  texture. 

ich  means  faster  Can  your  soft 
ess  to  the  data 

need— including  multimedia— to  make  better 
iness  decisions. 

Not  that  such  advances  should  surprise 
.  IBM  has  led  the  way  in  databases  as  long 
here  have  been  databases.  (Indeed,  DB2  is 
fork  in  over  90%  of  the  FORTUNE  500®) 

DB2  has  a  history  of  offering 
Ful  innovations  for  information 
iiagement— with  tools  that  let 

do  everything  from  managing 
r  database  remotely  to  setting 


up  a  database  to  exist  in  several  places  at  once. 
And  while  DB2  stands  out  from  other  data- 
bases, we  designed  it  to  fit  very  comfortably 
into  any  business  environment. 

DB2  meets  open  industry  standards,  so  it 
will  run  on  many  popular  systems.  And  it's 
been  engineered  so  your  database  will  deliver 

both  speed  and 
U)  are    do    t  h  i  s  ?       efficiency  from 

any  size  server. 
From  two  users  to  more  than  100,000.  From 
megabytes  of  information  to  terabytes. 

To  make  your  business  information  more 
accessible,  just  contact  us  at  1  800  IBM-3333, 
ext.  GA  060,  or  come  visit  our  web  site  at 
http://www.software.ibm.com.  You'll  find  out 
why,  for  so  many  companies,  r3B2 
is  the  shape  of  things  to  come. 


Solutions  for  a  small  planet^ 


a,  please  call  1  800  565-SW4U  Outside  Norlti  America,  please  contact  your  local  IBM  office  Ttie  IBM  fiome  page  is  located  at  http  //wwwibm  com.  IBM  and  DB2  are  registered  trademarl^s  and  Solutions  for  a  small  planet  is  a  trademark  of  the  International  Business 
I  Corporation  All  otfier  company  and/or  product  names  are  trademarks  or  registered  trademarks  of  tfieir  respective  companies  ©  1995  IBM  Corporation  All  nghts  reserved.  Three  green  bottles  designed  by  Jasper  Morrison, 


i 


THE 
PRINCE 

Inside  the  $10  billion  empire  of  power  player  Alwaleed 


BY  JOHN  ROSSANT 

t's  2:30  a.m.  in  Saudi  Arabia's  desert  capital,  Riyadh. 
But  sleep  is  the  last  thing  on  the  mind  of  a  little- 
known  but  impressive  young  man  who  is  emerging  as 
one  of  the  world's  most  powerful  investors.  Sitting  in 
one  corner  of  his  new  $20  million  futuristic  sports 
complex — complete  with  tennis  courts,  high-tech  mus- 
cle machines,  and  bowUng  alleys — Prince  Alwaleed  bin 
bin  Abdulaziz  Alsaud  is  working  the  telephones,  can- 

ng  the  globe  for  new  properties.  As  he  talks,  a  dozen 

uin  retainers  play  cards  on  the  floor,  while  parrots  and 

c  songbirds  warble  away  in  a  nearby  two-stoiy  cage. 

it  it  is  Alwaleed's  perfomnance  that  riv- 

ittention.  In  a  six-hour  blitz,  tracking 

progress  of  deals,  he  takes  dozens  of 
placed  by  private  operators  through 

atellite  uplinks  at  his  palace  next  door 

t's  striking  is  how  seamlessly  he  ghdes 

sach  conversation,  whether  it  is  about  fi- 

ng  a  hotel  in  Lebanon  or  selhng  a  block 

lares  on  the  Paris  Bourse.  Deal-of-the- 

;  is  clearly  Canary  Wharf,  the  London 

!  complex  that  is  Europe's  largest  real 

-e  project.  A  call  to  his  new  partner, 

dian  developer  Paul  Reichmann,  irons 

i  last-minute  snag,  meaning  a  signing 

I  take  place  within  weeks.  Alwaleed  is 

mt.  "Fve  got  a  rule  of  thumb,"  he  says, 

white-robed  servant  silently  offers  small 

of  coffee.  "Anything  that's  worth  $4  bil- 

xnd  costs  $1  biUion,  buy  it." 

lat's  his  appraisal  of  the  deal  he  and  other  investors  are 

ing  on — to  take  over  the  huge  project  on  London's  River 

nes.  What  he's  chipping  in  is  small  potatoes  for  him.  His 

million  investment — 10%  of  a  consortium  led  by  the  Lau- 

i  A.  Tisch-controlled  cna  Financial  Corp. — ^is  less  than  1% 

3  net  worth  of  ai'ound  $10  billion  (chait,  page  92).  But  this 
foray  illustrates  the  disciplined, 

TING  A  SPEEDBOAT    value-oriented  strategy  that  has 

??5!cht"(FORMERLY    ah-eady  propelled  this  gi-andson  of 

M.D  TRUMP'S)  IS        Saudi  Arabia  s  rounder  mto  the  m- 

LONGER  CRUISES       vestment  big  leagues. 


BUFFEn  OF  ARABIA 

Value  investor 
Alwaleed  is  much 
more  like  the  Sage 
of  Omaha  than  the 
glitzy  petro-sheikhs 
of  the '70s  and 
'80s-and  it  shows  in 
his  portfolio  of 
high-profile  assets 


Alwaleed  is  probably  the  most  important  financial  kingjDin 
that  you've  never  heard  of.  Unlike  a  George  Soros  or  Rupert 
Murdoch,  publicity-shy  Alwaleed  mostly  stays  out  of  the 
UmeUght,  prefening  to  work  by  telephone  from  his  Riyadh  of- 
fice. But  he  has  already  made  his  mark  on  several  premier 
deals  of  the  1990s.  Alwaleed's  1991  debut  on  the  world  stage 
was  in  tme  gi-and  style:  $800  million  to  shore  up  Citicorp, 
making  the  Saudi  prince  its  largest  shareholder. 

Since  then,  Alwaleed  has  been  building  an  international 
portfolio  of  high-profile  but  imdei-valued  assets — like  a  Wan'en 
Buffett  on  a  global  prowl.  He  has  bought  up  chunks  of  Euro 
Disney,  Saks  Fifth  Avenue,  and  the  Foiu'  Seasons-Regent  hotel 
group,  the  world's  largest  liLxiuy  chain.  Last  July,  the  prince 
made  waves  in  Em-ope  when  an  Alwaleed- 
led  alKance  bested  Rupert  Mmtloch  in  bid- 
ding for  a  $1.2  bilhon  stake  in  the  Italian  TV 
empire  of  media  tycoon-tumed-politician  Silvio 
Berlusconi. 

That  move  signaled  a  new  direction  for 
the  prince.  Now,  he  may  become  a  player  in 
the  frenzied  buying  and  selling  of  media  prop- 
erties. Recently,  Ted  Turner  sounded  him 
out-imsuccessfiilly-about  helping  finance  a  bid 
for  CBS.  "We're  going  to  go  for  a  big  one," 
predicts  Alwaleed.  "With  Murdoch  attacking 
from  the  north,  we're  going  to  counter  fi'om 
the  south."  Offers  to  come  in  on  other  media 
megadeals  routinely  cross  his  desk. 

The  pi"ince  has  taken  advantage  of  Saudi 
Arabia's  sudden  wealth — and  its  less-than-so- 
phisticated  business  environment — to  make 
himself  the  kingdom's  most  poweiful  mogul. 
With  a  bank,  a  supeiinai-ket  chain,  vast  real  estate  holdings,  and 
a  broadcasting  operation,  his  reach  in  Saudi  Arabia  is  un- 
matched. Thi-ow  in  an  operation  that  doles  out  $150  million  a 
year  to  down-and-out  Saudis  and  even  needy  princes,  and  Al- 
waleed is  making  himself  a  household  name  in  the  kingdom. 
Could  a  foray  into  Saudi  politics  be  liis  next  step — as  it  was  for 
Italy's  Berlusconi,  whom  Alwaleed  acbnires?  Alwaleed  dismiss- 
es that:  "I  like  being  a  fi-ee  man  and  talking  openly.  Who 
wants  to  be  handcuffed?"  he  says. 

Right  now,  Alwaleed  is  more  concerned  vrith  proving  that  he 
is  veiy  different  from  the  glitzy  sheikhs  who  squandered  theii' 
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petruilullars  8o  fa-sl  in  the  1970s  and  lysOs.  Many  of  these 
would-be  global  tycoons  tiuTied  out  to  be  the  world's  biggest 
suckers  instead.  Some  of  Alwaleed's  royal  relations  got  liu-ed 
into  the  Hunt  brothel's'  bungled  scheme  to  comei-  the  world  sil- 
ver market  in  the  1970s.  More  recently,  Abu  Dhabi's  niler. 
Sheikh  Zayed,  was  fleeced  of  billions  of  dollars  by  the  scandal- 
ridden  Bank  of  Credit  &  Commerce  International.  With  his 
studied  appi'oach,  Alwaleed  is  as  different  from  those  high 
rollei-s  as  Buffett  is  from  Donald  Tiiimp,  whose  283-foot  yacht 
the  prince  bought  at  the  knockdown  price  of  $18  million  from 
TiTimp's  creditors  in  1991.  Even  though  not  all  of  his  invest- 
ments have  been  home  inns,  the  prince  has  an  enviable  track 
record.  In  the  past  12  months  alone,  the  piince  has  ratcheted  up 
over  $2  billion  in  papei'  pi'ofits  on  his  Citicoip  and  Eiu'o  Disney 
holdings.  And,  as  Alwaleed  might  himself  remind  you,  at  age  38 
and  with  $10  billion  in  his  pocket,  this  fitness  fanatic,  who 
doesn't  drink  or  smoke,  is  just  getting  staited. 

Along  with  other  big  investors,  Alwaleed  and  his  small 
band  of  advisers  get  fii'st  crack  at  some  of  the  biggest  deals 

going.  When  Kirk 
Kerkorian  went  after 
Chiysler  Coip.  recent- 
ly, the  tycoon  offered 
Alwaleed  a  stake.  It  was  turned  down  flat.  "Kerkorian  was 
using  me  for  leverage.  And  anyway,  buying  in  at  $56  in 
hopes  Chi-ysler  would  go  to  $100  wasn't  interesting  enough," 
says  the  prince.  "When  it  comes  to  deals  outside  Saudi  Ara- 
bia, I  don't  go  against  management."  Also  receiving  thumbs 
down  recently:  stakes  in  Britain's  Saatchi  &  Saatchi  and  a 
global  satellite  telecommunications  system. 

In  fact,  perched  beliind  Alwaleed's  huge  desk  at  his  Riyadh 
headquarters  is  a  three-foot-high  pile  of  confidential  prospec- 
tuses fi'om  Lehman  Brothers,  Menill  Lynch,  Goldman  Sachs, 
and  Alwaleed's  own  consultants  ai-oimd  the  world.  Looking  at 
the  printout  of  his  global  holdings,  which  aides  prepare  for 
him  each  week,  he  says  he  aims  "to  go  to  $15  billion  [in  as- 
sets] in  tliree  or  four  years." 

Don't  expect  impetuous  moves.  Although  his  key  aides 
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Cover  Story 


DESERT  COMMAND 

Satellite  links 
keep  the  prince 


global  holdings 
-as  he  stays  in 
touch  with  his 
Bedouin  roots 


number  less  than  10,  potential  dc 
are  rigorously  studied.  Aithm-  And 
sen  &  Co.  is  kept  on  retainer  to  t'\ 
uate  every  new  investment  lead, 
is  Hogan  &  Hartson,  a  tony  Washii 
in  touch  with  his       (D-C.)  law  fii-m.  citibank  also  ch 
in,  from  sizing  up  new  projects  to  <i 
ly  air  shipments  of  U.  S.  and  Brit 
newspapers  for  the  piince  to  scan.  I  - 
spite  the  glittering  trappings  of 
waleed's  great  wealth — his  yacht.a 
Boeing  727,  and  a  fleet  of  250  c;^ 
and  motorized  caravans — the  prii 
is  a  workaholic.  When  he  takes  his  regular  late-night  j 
through  the  deserted  streets  of  Riyadh,  aides  run  belli 
canying  constantly  ringing  cellular  phones.  And  Alwalc 
one  vacation  each  year — a  three-week  stay  on  his  yacht 
the  French  Riviera — is  crammed  with  meetings  with  potent  ! 
paitners.  This  last  August,  for  example,  Alwaleed  sent  lus  / 
to  fetch  pop  star  Michael  Jackson  for  an  onboard  lunch  ,i 
discussion  of  a  joint  marketing  operation.  Days  later,  Monac 
Prince  Albert  was  feted — to  help  swing  approval  for  a  n< 
multimillion-dollar  Four  Seasons  hotel  in  Monte  Carlo. 
FIFTY  SLAVES.  How  did  this  son  of  Ai'abia  climb  to  suchi 
lofty  iX)sition  so  fast?  Many  have  assumed  the  slim,  5-foot-8-ini . 
140  pound  Alwaleed  is  a  one-man  investment  fi'ont  for  oth  , 
more  publicity-shy  Saudi  princes.  Some  have  whispered  alui 
contracts  to  build  secret  militaiy  bases  in  Saudi  Ai-abia 
even  fat  commissions  on  oil  shijmients.  Alwaleed  liimself  has ; 
done  much  to  quell  the  i-umoivs.  The  piince  has  put  out  an  ii 
plausible  stoiy  about  starting  out  with  a  modest  $35,000  ii  i 
his  father  Now,  through  dozens  of  intei-views  with  the  priii 
and  associates,  business  week  has  pieced  together  the  talc 
how  this  deteimined  investor  built  up  his  empu-e. 

Of  course,  Alwaleed  was  never  poor.  But  when  the  prin 
was  born  in  1957,  Riyadh  was  still  a  forbidding  desert  tov 
largely  closed  to  foreigners.  But,  as  the  son  of  Prince  Tai; 
the  21st  son  of  Saudi  Arabia's  fii-st  king,  Alwaleed  enjoyc 


I 


'ileges  unknown  to  most  Saudis:  running  water,  cars,  and 
m  radio  that  his  father  toyed  with  as  a  hobby.  Until  his 
ler  freed  them  when  Alwaleed  was  5,  some  50  slaves 
)ed  keep  order  at  home. 

!ut  the  kingdom's  wealth  was  nothing  like  it  is  today. 
I  oil,  which  American  companies  were  pumping  some  350 
;s  eastward,  fetched  just  pennies  a  barrel  on  world  mar- 
5 — and  the  Saudi  government  was  in  a  constant  financial 
i.  In  fact.  King  Saud,  whom  Alwaleed's  father  briefly 
/ed  as  Finance  Minister,  was  deposed  by  his  brother 
sal  in  1964,  in  part  because  his  spendthrift  ways  threat- 
d  to  throw  the  kingdom  into  bankruptcy, 
'hat  all  changed  in  a  flash.  The  oil-price  explosion  of  the 
)s  brought  fabulous  wealth,  and  the  Alsaud  clan — which 
r  numbers  around  6,000  princes — became  collectively  the 
est  and  certainly  the  lai-gest  royal  family  on  earth.  The  Al- 
i  maintain  a  tight  gi-ip  on  Arabia,  as  they  have  since 
raleed's  grandfather,  the  formidable  Abdulaziz,  unified 
;t  of  the  vast  Arabian  peninsula  in  the  1920s.  Today,  Al- 
eed's  uncles,  sons  of  the  founder,  fill  the  top  roles  in  the 
e:  King,  Crown  Prince,  Ministers  of  Defense  and  Interior, 
for  nothing  has  Saudi  Arabia  been  called  "the  only  fam- 
Ousiness  with  a  seat  at  the  U.  N." 

!ut  Alwaleed  is  an  Alsaud  with  a  difference:  In  1962.  his 
ler  and  foui*  of  his  brothers  revolted  against  the  rest  of 
1.  Talal  showed  sympathy  for  an  Alsaud  enemy,  Egy])tian 
slutionary  Gamal  Abdel  Nasser,  and  publicly  called  for  a 
•e  open  political  system.  This  affair  was  a  serious,  em- 
rassing  rift  within  the 
ily  and  led  to  exile  foi" 
il  in  Egypt,  where  he 
I  exploited  by  Nasser's 
paganda.  He  was  even- 
ly allowed  to  come  home. 

ever  since,  an  unspoken 
s  among  the  Alsaud  has 
red  Talal — and,  by  ex- 
5ion,  his  family— from  an 
ve  role  in  government, 
lal  was  free  to  make 
ley,"  says  a  former  U.  S. 
bassador  to  Saudi  Ara- 

"But  he  was  never  real- 
orgiven." 

MED  TRANSCRIPT.  This 
ation  is  the  one  subject 
normally  loquacious  Alwaleed  will  not  dwell  on.  But  being 
lething  of  an  outsider  goes  far-  to  explain  his  chive  to  succeed 
lusiness.  From  the  age  of  16,  he  says,  "I  realized  I  wanted  a 
le  and  a  boat  and  to  make  money."  That  was  easy  for 
ices  at  the  top  of  the  Saudi  hieraixhy — sons  of  the  King  and 
full  brothers — but  more  difficult  for  others, 
^s  a  grandson  of  Abdulaziz,  Alwaleed  gets  a  monthly 
,000  check  from  the  royal  court.  With  close  to  400  people 
tiis  private  payroll — ranging  from  the  160  employed  at  his 
adh  palace  to  his  yacht's  40-man  crew  and  the  two  gun- 
ng  guards  who  follow  him  24  hours  a  day — that  stipend 
ers  less  than  2%  of  his  household  expenses.  This  is  the 
nd  style  expected  of  a  senior  prince,  not  a  minor  royal, 
ilarly  on,  this  outsider  piince  says  he  saw  himself  on  a  mis- 
1 — to  make  his  mark  thi-ough  business.  That  was  evident 
;r  Alwaleed  landed  in  San  Francisco  in  1976  to  begin  un- 
gi*aduate  studies  in  business  at  Menlo  College.  Unlike 
ly  other  rich  Sauchs  who  went  to  Menlo,  Alwaleed  applied 
iself  with  a  concentration  that  is  remembered  even  today. 
5  was  the  hardest  worker  I  have  ever  seen,"  recalls  Car- 
U.  Lopez,  Alwaleed's  academic  adviser. 
Mter  Alwaleed's  fu'st  year,  an  anxious  Talal  dispatched  an 
issary  to  California  to  find  out  whether  his  son  was  study- 


A  Fast  Rise  From 
Not-So-Humble  Beginnings 


1  QP\r7^°'''^  '"^  Riyadh  to 
JLUt)  I  Prince  Talal  bin 
Abdul  Aziz  and  Mona  al-Solh, 
the  daughter  of  Lebanon's 
first  Prime  Minister 


1960-8w, 


jves  in  Beirut 
with  his 
mother  after  parents'  divorce 


1  QAO  "^'^  father,  Prince 
LaVu  Talal,  attacks  the 
Saudi  system,  goes  into  exile 

1  QTG  ^^^^  honors  degree 
1.U  I  tJ  \n  business  from 
Menlo  College  in  California 


1980 


Sets  up  Kingdom 
Establishment,  the 
foundation  of  his  empire 


IN  UNIFORM  AT  14:  He  still 
leads  a  life  of  discipline 


1982 


Wins  the  first  of  his  many 
lucrative  Saudi  military 
construction  contracts,  representing  a 
South  Korean  builder 


Shakes  the  Saudi  business 
world  by  taking  over  troubled 
United  Saudi  Commercial  Bank 


ALL  WRAPPED  UP:  Alwaleed  is  by  far  the  largest 
shareholder  of  Chairman  John  Reed's  Citibank 


1986 

United  Sat 

1991 
1994 

1995 


Comes  to  the  rescue  of 
Citicorp,  his  biggest  deal 

Bails  out  shaky  Euro 
Disney  theme  park 

Buys  50%  of  New  York's 
Plaza  Hotel  for  $160  million 


1995 


Negotiates  for  10%  of  London's  Canary  Wharf 
with  developer  Paul  Reichmann  and  others 


ON  BOARD:  Alwaleed  and  Reichmann  have  hit  it  off  well 


ing  enough.  "He  said  Al- 
waleed's  father  was  wonied 
that  his  son  might  not  be 
doing  well,"  remembers 
Lopez.  "I  said:  'My  God, 
have  you  seen  his  grades?' 
They  were  straight  As."  A 
fi-amed  copy  of  Alwaleed's 
transcript  from  Menlo 
hangs  on  the  wall  of  his 
jsalace  today. 

But  Alwaleed  acquired 
his  financial  skills  on  the 
job,  not  from  textbooks. 
When  the  prince  returned 
to  Riyadh  in  late  1979,  it 
was  an  auspicious  moment 
to  start  out  in  business.  Oil 
prices  were  breaking 
records,  and  the  govern- 
ment was  pumping  billions 
of  dollars  into  constniction, 
from  superhighways  and 
new  ministries  to  squadi'ons 
of  the  fanciest  fighter 
planes  ever  built.  It  was  a 
gold  rush  that  transfonned 
the  kingdom  and  made 
overnight  millionaires  out 
of  many  Saudis.  Under 
Saudi  law,  every  foreign 
company  with  work  in  the 
kingdom  must  have  a  local 
sponsor — who  pockets 
around  5%  of  any  contract. 

In  1982,  after  setting  up 


The  Prince's  Empire 


waleed  announced  he  Id 
secretly  amassed  a  contil- 
ling  stake  in  the  loss-mj- 
ing  United  Saudi  Commt'- 
cial  Bank.  Appointing  a  nw 
boai"d  and  management,  1- 
waleed  cut  the  bank's  siff 
fi-om  600  to  250.  And  iiffl 
countiy  where  imported  fc- 
bor  is  often  treated  poorh- 
and  stock  options  are  i 
known — Alwaleed  quic 
instituted  twice-yearly  i 
ployee  meetings,  whei'e 
hands  out  cash  and  keys 
new  cars  to  top  performi 
The  formula  work 
USCB  was  back  in  the  bl; 
by  1988  and  was  Sai 
Arabia's   most  profita 
commercial  bank  by  ID 
The  bank  also  proved 
gold  mine  of  business  inll- 
ligence.  As  USCB  chairmj. 
says  Alwaleed,  "I  got 
know     very     well  i 
strengths  and  weaknes 
of  local  companies." 
waleed's  Kingdom  now  I 
majority  stakes  in  com 
nies  ranging  from  Sai 
Ai'abia's  largest  superni 
ket  chairi  to  fast  food,  li 
stock,  and  hospital  mann 
ment.  With  $1.5  billion 
the  foiTii  of  minority  stal 
in  large  Saudi  compani 

Establishment  in  a  tiny    AIRPLANES,  YACHT,  HOUSES  180         Alwaleed  is  set  to  bee- 

prefabricated   office,   Al-  data  Businessweek,  kingdom  establishmem  even  bigger, 

waleed  landed  his  fii'st  deal:  Too  big,  maybe?  The  I  I- 

an  $8  million  job  to  build  a  bachelors'  club  at  a  militaiy     ance  between  royals  and  commoners  in  Saudi  Ai'abia's  hi 


HOLDING 

COST 

%  SHARE  (MILLIONS) 

CURRENT  MARKET 
VALUE  (MILLIONS) 

NORTH  AMERICA 

CITICORP 

9.9% 

$590 

$2,800 

FAIRMONT 

50 

40 

$100 

PLAZA  HOTEL 

50 

160 

NA 

FOUR  SEASONS  HOTELS 

26.6 

124 

97 

SAKS  FIFTH  AVENUE 

11 

100 

200 

EUROPE 

EURO  DISNEY 

24.8% 

$350 

$600 

CANARY  WHARF  (pending) 

10 

100 

NA 

FININVEST  (ITALY) 

5 

230 

NA 

BALLAST  NEDAM 

7 

50 

50 

SAUDI  ARABIA 

UNITED  SAUDI  COMMERCIAL  BANK  40% 

$90 

$350 

AL-AZIZIYA  PANDA  SUPERMARKETS  78 

140 

300 

ARAB  MEDIA 

30 

90 

90 

NATIONAL  INDUSTRIALIZATION 

40 

100 

100 

SAUDI  STOCKS 

1,500 

RIYADH  REAL  ESTATE 

2,000 

CASH 

1,000 

AIRPLANES,  YACHT,  HOUSES 

180 

Cover  Story 


academy  near  Riyadh.  He  was  r'epresenting  a  small  South  Ko- 
rean conti'actor. 

From  then  on,  the  prince's  business  gi'ew  rapidly  and  be- 
came moi-e  sopliisticated.  Instead  of  acting  as  mere  agent,  Al- 
waleed boosted  his  profits  by  setting  up  liis  own  companies  to 
form  joint  ventures  with  foreigners.  With  that,  Alwaleed 

was  bringing  in  up  to 
$50  million  in  profits  a 
year.  "He  was  very 
different  from  other 
princes  and  rich  Saudis,  who  represented  companies  and  just 
sat  back,"  says  Amr  Khashoggi,  f'Eo  of  Saudi  Ai'abia's  largest 
cement  maker 

Alwaleed  used  this  new  stream  of  cash  to  play  for  high 
stakes  in  the  white-hot  Riyadh  property  market.  Alwaleed's 
portfolio  of  25  million  scjuare  feet  of  prime  Riyadh  real  estate 
and  14  square  miles  of  property  just  outside  the  city  makes 
him  the  largest  private  landowner  in  the  Saudi  capital  today. 
The  value:  "at  least  $2  billion,"  says  Alwaleed. 

For  a  property  owner  with  a  sharp  eye,  Saudi  Arabia's 
poorly  managed  banks  were  a  ripe  tai'get.  In  1986,  the  Saudi  es- 
tablishment woke  up  to  its  first  hostile  takeover  when  Al- 


ness world  is  ah'eady  an  uneasy  one,  with  many  giiping  n' 
senior  princes'  easy  access  to  rich  deals.  Tempers  flared 
cently  when  Al-Mawaiid,  a  Riyadh  conglomerate  controlled 
two  Alsaud  princes,  strong-armed  several  local  businessn  ii 
into  handing  over  dealerships.  Alwaleed  claims  he'll  be  ii 
mune  to  criticism:  "People  know  that  when  I  take  over  a  C( 
pany,  I  fix  it  up,  and  it  will  be  in  safe  hands.  I'm  Saudi.  ; 
dedicated  to  the  nation,  and  I'm  involved  in  charity." 

Although  Alwaleed  says  he  gives  out  of  Islam's  admonit  • 
to  help  those  less  fortunate,  it's  also  a  way  of  buying  pui 
larity  and  protection  on  a  massive  scale.  Using  a  bank 
Compaq  personal  computers,  two  ftill-time  Muslim  scholars 
rect  a  staff  of  20  as  they  dole  out  one-time  cash  gi-antsu 
$800  to  $2,000  for  up  to  6,000  needy  Saudis  a  month.  Is 
handouts  to  Bedouin  tribesmen  visiting  Alwaleed's  camjis 
ai'e  talked  about  across  the  countiy — as  was  liis  publicized  ; 
of  $8  million  in  July  to  help  Bosnian  Muslims.  But  all  this  I 
not  kept  liim  fi'om  being  blasted  by  a  London-based  Saudi  > 
position  group. 

It  is  not  surprising  that  Alwaleed  would  want  to  extend  s 
reach  outside  Saudi  Ai-abia,  if  only  to  diversify  his  holdiii 
Long  before  he  made  liis  fii-st  big  move,  he  began  worldng  i: 


Alwaleed  spreads  the  wealth,  supporting  needy  princes 
and  doling  out  cash  to  up  to  6,000  poor  Saudis  a  month 
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What  Does  a  Multimedia 
Phone  Call  Look  Like? 


VIDEO 

CONFERENCING 

Hold  face-to-face 
meetings  across 
the  country  at  a 
moments  notice. 
Share  graphics  and 
documents  without 
leaving  your  seat. 


MULTIMEDIA 
MESSAGING 

Send  and  retrieve  — 
or  store-and-forward 
—  faxes,  e-mail, 
voice  mail  and 
electronic  bulletin 
board  postings.  On 
screen  or  by 
telephone. 


BROADBAND 
TRANSMISSION 

We're  a  technology 
leader  in  implement- 
ing customer- 
premise  ATM.  So 
you  can  get  cost- 
effective  wideband 
transmission  on 
demand  for  imaging 
and  enhanced  data 
capabilities. 


COMPUTER 

TELEPHONY 

INTEGRATION 

Integrating  phones 
and  LANs  is  now  an 
affordable  reality. 
LANs  can  enhance 
data  flow  within  the 
enterprise;  Fujitsu's 
platform  can  extend 
that  flow  to  the  world. 


CALL 
CENTER 

Our  Automatic  Call 
Distribution  capabilities 
mean  you  can  prioritize, 
process  and  analyze 
thousands  of  incoming 
customer  orders  in  a 
single  work  shift. 


On  the  Fujitsu  Multimedia  Platform,  it  could  look  like  an  ad  layout  an  associate  has  sent  to  your  PC,  or 
a  proposal  a  colleague  has  bit-streamed  from  another  sales  office  —  even  a  workgroup  member's  face 

during  a  "virtual"  meeting.  The  fact  is,  a  phone  call  coming  through  your  Fujitsu  Multimedia  Platform 
can  look  like  anything  you  want  to  send  or  receive,  from  anyone  else,  anywhere  else,  in  the  country. 
For  a  White  Paper  on  the  "Future  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 


^^^^ 

FUJITSU 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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his  global  bargain-hunting  game  plan.  "I  got  a  call  ft'om  Al- 
waleed  in  late  1987  asking  me  to  collect  as  much  infoiTnation 
as  possible  about  U.  S.  money-center  banks,"  recalls  one  of  Al- 
waleed's  Swiss  piivate  bankers.  "He  thinks  of  moves  tliree  or 

four  years  ahead." 

At  the  time,  Citi- 
corp was  just  one  of 
several  possible  tar- 
gets. By  1989,  Alwaleed  was  snapping  up  shares  of  Citicorp, 
Chase  Manhattan,  Manufacturers  Hanover,  and  Chemical, 
sometimes  calling  in  buy  orders  from  a  cellular  phone  while 
horseback  riding  in  the  desert.  Within  months,  he  had  spent 
close  to  $250  miUion — at  one  point  holding  a  2.3%  stake  in 
Chase.  "But  then,  I  sold  everything  and  concentrated  on 
Citibank,"  remembers  Alwaleed. 

He  says  he  decided  that  Chemical  and  Chase  were  too  con- 
centrated in  New  York  and  lacked  the  global  brand  presence 
of  Citi.  On  the  surface,  it  was  a  strange  choice:  Among  the 
foui-  banks,  it  was  clearly  the  worst  pertbi-mer,  because  of  a 
combination  of  New  York  real 
estate  loans  and  exposure  to 
Third  World  debt.  In  fact,  by 
late  1990  it  was  widely  feared 
that  the  bank  might  fail. 

The  crucial  moment  came  in 
1991,  as  the  U.S.  and  its  alhes 
were  on  the  verge  of  < 

SAUD  1902-1969 

King  from  1953  to  1964 
when  he  was  deposed 
by  his  brother  Feisal. 


THE  PRINCE'S 
FAMILY  TREE 


WITH  SON,  KHALE 

Sumptuous  dailj 
meals  are  held  a 
odd  hours  to 
accommodate  a 
prince  whose  ce 
lular  phones  rin; 
into  the  night 

for  a  capital  injection 
$590  million. 

"I  was  the  only  < 
in  the  world  vidUinu 
talk  to  Citi,"  Alwal. 
claims  today.  Was 
contacted  by  the  Fed' 
al  Reserve  as  part  n 
Citi  bailout,  as  sn 
have   suggested?  I 
prince  says  that's  w 
sense.  "The  only  ti 
we  had  contact  with 
Fed  was  when  we  were  going  over  9%  and  needed  thr 
approval." 

The  deal  put  a  floor  imder  Citi,  and  it  has  also  turned  ^ 
veiy  well  for  Alwaleed:  His  9.9%  stake  is  convertible  at  ,i 
imder  $16  a  shai"e.  With  the  bank  in  better  shape  and  Citi  r< 
mon  stock  seUing  in  mid-September  at  a  15-year  high  of  > 
Alwaleeds  stake  has  more  than  quadnipled  in  value,  to  > 
bilUon. 

Wliat  does  Alwaleed  tliink  of  Citi  now?  If  Chairman  > 
CEO  John  Reed  continues  to  cut  costs,  says  the  prince,  ( 
shares  will  continue  their  ascent,  to  $100  in  the  next  ; 
years.  RetuiTiing  a  call  from  Citibank  Vice-Chairman  1 
Collins,  Alwaleed  gently  admonishes  the  executive  to  im 
more  quickly  on  paiing  overhead.  Being  a  mere  shai'eholder, 
knows  Reed  and  Collins  needn't  take  his  advice:  "But 
didn't  tnist  them,  I  wouldn't  put  my  money  there,"  he  sa 
Although  Alwaleed  has  been  one  of  Citi's  most  import 
private  clients  since  he  started  in  business  15  years  ago  a 
took  out  a  .$;!0(  1,00(1  loan,  using  his  Riyadh  palace  as  collat 

al,  the  prince  had  never  n 
Reed  before  directly  investing 
the  bank.  That's  changed.  N< 
the  two  have  a  long  q 

ABDULAZIZ  BIN  ABDUL  RAHMAN  ALSAUD  1880-1953 

Founder  of  modern  Saudi  Arabia.  Fathered  45  sons  including 


Scion  of  a  Desert  Kingdom 


ousting  the  Iraqis  from 
Kuwait.  Since  Alwaleed, 
as  a  Saudi  prince,  was 
duty  bound  to  remain  in  _ 
the  capital  dm-ing  the  Gulf 
wai",  lengthy  bull  sessions  on 
the  Citi  stake  with  his 
lawyers,  Al  Cliristianson  and 
Mark  Mezou,  were  inter- 
rupted several  times  by 
Ii-aqi  attacks.  Having  ah-eady 
bought  4.9%  of  Citi's  common 
stock  at  an  average  price  of 
around  $12,  Alwaleed  and  Citi 
worked  out  a  special  convert- 
ible preferi'ed  issue  in  retui-n 


FEISAL  1904-1975 

King  from  1964  to  1975, 
when  he  was  assassi- 
nated by  a  nephew. 


KHALED 1912-1982 

Succeeded  Feisal. 


TALAL1931- 

Finance  Minister  under 
Saud.  Rebelled  and 
went  into  exile  inl962. 
Later  returned.  Busi- 
nessman, roving  am- 
bassador for  UNICEF 


FAHD1921- 

Present  King. 


PRINCE  ALWALEED 
1957- 

Saudi  Arabia's  top 
businessman.  Son, 

I  Khaled.  16.  Daughter, 

I  Reem,  13. 


cussion  at  least  oncel 
year,  most  recently  jil 
hoiu's  aftei'  the  mid-Aug 
announcement  of  t 
Chase-Chemical  merger. 
1993,  Reed  and  his  s 
flew  to  Saudi  Ai-abia  £ 
donned  Bedouin  robes 
a  late-night  party  at  . 
waleed's  liigh-tech  camp 
miles  from  Riyadh — co 
plete  with  roast  canr 
Bedouin  dancers,  and  some  t 
get  practice  with  machine  gu 
If  Alwaleed  is  merely  a  p 
sive — if  important — investor 
Citi,  he's  taking  a  more  han, 
on  approach  to  hotels.  "It's 
natural  for  him,"  says  Chi 
Henry,  an  ex-director  of 
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For  Insight 
Into  Faster  Deliveries,  An 
Electronics  Firm  Looked  Into 
^  OuT-OF-ThE-Box  Pizza  Chain. 

Where  Should  You  Lo  ok? 


Cook  up  your  own  out-of-the-box 
iking  with  the  help  of  the 
ibal  Best  Practices  "  approach, 
hur  Andersen  professionals  will 
rk  with  you  to  quickly  produce 
ovative  solutions. 
Tlie  secret  ingredients?  Years  of 
•erience  using  the  unique  Global 
t  Practices  knowledge  base, 
dlable  only  to  them.  It's  the  first 
ts  kind  and  still  without  peer. 

Arthur  Andrrst-n,  Arthur  Andcrs..-n  &  Li  >.  SC  All  nghls  reserved 


Continually  enriched,  it  abounds 
with  breakthrough  qumititative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  exhaustive  research. 
Plus,  published  examples  Uke 
the  electronics  company  that  studied 
a  pizza  chain's  legendary  on-time 
deliveries. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver 


an  electrifying  performance.  Call 
1-800-640-8914  or  visit  our  Web  site 
at  http://ivww.ArthurAndersen.com. 


Global  Best  Practices''" 
Putting  Insight  Into  Practice?" 

Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 


Chapter  One   

The  Best  of  Both  Worlds 


OUTBACK 

THE 
WORLD'S 
FIRST 
SPORT 
UTILITY 


Ife  were  three  days  out  of  Perth  in  our  new  Si 
Outback  when  two  nasty  blokes  of  ill-repute 
intent  set  upon  us  like  dingos  on  a  wallab\ 
worry  hiv" Isaid  to  my  traveling  companio. 
here  Chjtback's  the  world's  first  sport-utility 
It's  part  sport-utility  part  car  AH  they've  go, 
Che\y  Blazer."  I  pressed  the  accelerator  and 
do\^Ti  the  dusty  desert  road  with  the  scalawa^ 
pursuit.  The  chase  was  on.  Ta^e  that  left yusi 
ahead, "  my  companion  na\igated  after  pe 
map.  and  soon  we  were  on  an  old  cart  path 
a  mule  team.  Our  Outback  ^ith  its  Subaru 
Dri\'ing  System,  easily  handled  this  unforgi 
terrain,  like  any  good  sport  utility  But 
thanks  to  its  optimally  tuned  suspension, 
our  rocky  passage  felt  more  like  a 
Sunday  drive  in  a  fine  sedan. 
Nevertheless,  the  pesky  vermin 
proved  difficult  to  shake. 
"^^^^at  could  the \  be 
after, "  I  wondered.  And 
suddenly  realized  that  it 
must  be  the  Outback 


fter  all,  how  many  vehicles  have  more  cargo 
an  a  Honda  Passport,'  more  headroom  than  a 
erokee,  ground  clear- 
» a  Ford  Explorer,^  plus 
ig  comfort  and  fuel 
yofa  passenger  car? 
the  world's  first  sport-utility  wagon  would 
lite  a  prize.  But  our  immediate  concern  was 
We  found  our  way  onto  a  winding  mountain 
ir  pursuers  still  just  a  stone's  throw  behind.  We 
H  with  a  particularly  tight  turn,  which  tested 
tsofour  stability.  But  thanks  to  our  Outback 's 
•nterof  gravity,  we  handled  the  nuisance  with 


COMPARE  THE  SUBARU  OUTBACK.' 

Subaru  Jeep  Grand    Ford     Chevrolet  Honda 

Outback   Cherokee   Explorer    Blazer  Paisporl 

Fuel  Economy  (mpg)    20/26       15/20      IS/20     16/21  15/18 

From  Headroom  40.2"  38  Q"  3Q.9"  J9,6"  J8,0" 
From  Legroom             4?.}"  40.^' 


1996  EPA  estimate.  Subaru  Outback  4EAT.  City  20  Hwy  26.  Use  for 
comparison  only.  Your  actual  mileage  may  vary. 


nary  a  problem.  Our  rivals,  following  in  their  Chevy 
Blazer,  fared  less  well  with  that  tricky  roadway,  and 

their  exact  fate  on  that  day 
remains  a  mystery.  So  we 
drove  on,  feeling  safe  for  the 
moment,  but  keenly  aware 


42.  4" 


42.  5" 


42.  S" 


that  other  adventures  might  await  us  down  the  road. 
If  you 'd  like  to  join  in  our  exploits,  just  visit  your 
Subaru  dealer  for  a  test-drive,  or  call  l-800-WANT-AWD. 


TheBeautyofAIl-WheelDiive: 


^^Reichmann  is  an  Orthodox  Jew,  and  Fm  an  orthodox 
Muslim.  We're  both  orthodox,  so  where's  the  problem?" 
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estate  investments  at  cs  First  Boston,  who  now  serves  as  Al- 
waleed's  full-time  hotel-industry  consultant  in  New  York. 

Alwaleed  owns  big  stakes  in  New  York's  Plaza  Hotel  and 
San  Francisco's  Faiimont  chain,  but  the  centei-piece  of  this 
strategy  is  the  holding  he  bought  in  Toronto's  Four  Seasons 
Hotels  Inc.  The  price  he  paid  for  26.6%  of  Four  Seasons,  $124 

million,  stunned  the 
hotel  industiy. 

Although  the  in- 
vestment's value 
has  fallen,  Alwaleed  is  now  busy  laying  plans  with  Sharp  to 
e.xpand  the  40-hotel  group  to  60  properties  within  five  years 
and  80  within  a  decade.  Alwaleed  doesn't  bother  to  attend 
board  meetings,  but  he  and  Shaip  are  regular  phone  pals. 
Sharp  admits  he  approached  their  first  meeting — on  the 
pi-ince's  yacht — with  some  apprehension:  Before  the  two  got 
dowai  to  talking  about  a  potential  deal,  Shaip  says,  "I  made  it 
eleai'  that  I  am  Jewish  and  that  I  have  significant  ties  to  Is- 
rael. If  that's  a  problem,  we  shouldn't  even  get  started."  Al- 
waleed immediately  assured 
Sharp  there  was  no  problem. 

Indeed,  many  of  Alwaleed's 
closest  i)ai"tnei-s  ai'e  Jewish,  fcom 
Sharp  and  Walt  Disney  ceo 
Michael  D.  Eisner  to  property 
czar  Reichmann.  Sometimes  this 
leads  to  bniised  feeUngs.  Follow- 
ing Alwaleed's  big  move  into 
Em-o  Disney  in  1994,  Eisner  was 
stung  by  newspaper  stories  say- 
ing that  he  would  not  be  able  to 
visit  Saudi  Arabia  because  of  his 
r-eligion.  He  sent  Alwaleed  an  an- 

giy  fax.  Alwaleed  now  says  he  has  an  open  invitation.  Af- 
ter Reichmann  plotted  business  deals  on  Alwaleed's  yacht 
last  August,  the  prince  says  he  was  taken  aback  when  an 
aide  inquii-ed  if  the  Canadian's  deep  religious  beliefs  wer-e 
an  obstacle  to  working  together  Alwaleed  joked:  "I  told 
him:  'Reichmann 's  an  Orthodox  Jew,  and  I'm  an  orthodox 
Muslim.  We're  both  orthodox,  so  where's  the  problem?' " 

"He  is  traditional  and  religious,  yet  modem,"  Reich- 
mann says.  "P"'rom  others  who  have  dealt  with  him,  I 
know  that  when  a  transaction  is  completed,  it  confoiTns 
100%  to  the  initial  fonnulation." 

Tlie  prince's  biggest  deal  after  Citi  was  his  buy  into  Eiu'o 
Disney,  the  $4  billion  park  near  Paiis.  With  $i  billion  in  debt, 
the  park  opened  in  1992,  just  as  recession  set  in.  After  looking 
at  tlie  numbers,  Alwaleed  was  convinced  the  problems  weren't 
peiTnanent.  Says  the  piince:  "It  wasn't  that  people  hated  Pai-is, 
or  the  weather,  or  Disney.  The  problem  was  simple  overlever- 
aging.  They  just  didn't  have  enough  to  cover  the  debt." 

Alwaleed  and  his  top  adviser,  Riyadh  businessman  Mustu- 
fa  Al-Hejeilan,  say  the  buyout  of  a  24%  stake  June,  1994,  was 
the  most  difficult  and  complicated  deal  yet.  After  16  days  of 
negotiations  in  Paris,  Alwaleed  squeezed  the  banks  into  for- 
going interest  payments  until  1997 — worth  as  much  as  $500 
million.  He  also  forced  Walt  Disney  Co.,  which  has  a  39% 
stake  in  Eui'o  Disney,  to  say  au  revoir  to  $70  million  a  yeai-  in 
management  and  royalty  payments  until  1999. 

Even  with  that,  many  scoffed  at  Alwaleed's  wisdom  in  in- 
vesting in  the  loss-making  park.  But  with  attendance  up 
sharply  and  the  company  turning  its  first  profit  in  the  June 
quarter,  Alwaleed's  $800  million  has  doubled  in  value. 


ACTION  JACKSON 

"We  want  to  create 
a  new  multimedia 
empii'e.The 
prince  is  sweet 
...and  wants  to  do 
incredible  things. 
Just  like  I  do" 


The  big  hit  at  Euro  Disney  could,  however,  be  a  trap  for 
waleed.  Like  many  an  industrial  baron  before  him,  the  prii 
seems  to  have  an  itch  to  get  involved  in  media  and  showbij 
fields  that  have  ah-eady  proved  treacherous  for  outsiders. 

Over  the  past  two  years,  the  prince  antl  another  Saudi 
coon,  Salah  Kamel,  have  pumped  more  than  $300  milUon  ii 
launching  a  five-station  chain,  Ai-ab  Television  &  Radio  (ai 
The  somewhat  starstioick  Alwaleed  personally  nms  ar 
music  channel  and  seems  to  rehsh  hobnobbing  with  the  i 
singers  of  the  Arab  world. 

Alwaleed  says  his  media  operations  and  his  foothold 
European  TV  are  the  stepping  stones  to  something  mi 
bigger  The  prince  hints  he's  tempted  to  enter  the  frantic  t 
ding  wars  changing  the  face  of  U.  S.  broadcasting — but  fii 
prices  are  high.  But  there's  another  aspect,  one  that  a 
explains  why  Alwaleed  has  avoided  any  hostile  takeovers 
the  U.  S.  "I  don't  need  people  saying  the  damned  Arabs 
taking  over."  If  he  moves  in  media,  he  says,  it  will  be  w 
such  partners  as  Italy's  Berlusconi  and  GeiTnany's  Leo  Kir 
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The  prince's  Hollywood  bent  has  led  to  a  budding  ri 
tionship  with  recording  star  Michael  Jackson.  Last  Decern! 
Alwaleed  and  Jackson  M.J.J  Productions  signed  a  confiden 
agi"eement  to  set  up  a  joint  company  to  develop  movies, 
imation,  resorts — everything  but  song  recording.  Gusl 
Jackson:  "We  want  to  create  a  new  multimedia  empire.  1 
piince  is  sweet  and  himible  but  at  the  same  time  veiy  dar 
and  wants  to  do  incredible  things.  Just  like  I  do." 

It  sounds  a  Httle  too  ethereal,  but  with  Alwaleed's  tn 
record,  who  can  say  he  won't  tiuTi  whatever  he  touches  ii 
gold?  In  the  guest  book  on  Alwaleed's  yacht,  in  betw( 
flowery  thank-yous  from  scores  of  guests,  one  message  fr 
a  top  Citibank  executive  stands  out.  "I've  worked  with  Y( 
Highness  for  15  years,"  he  writes.  "Now,  I  look  forward 
the  next  15  years,  when  you  will  become  the  most  power 
and  influential  businessman  on  earth."  Obsequious?  Certain 
But  he's  probably  not  way  off  the  mark. 

With  William.  C.  Symonds  in  Toronto,  Stanley  Reed 
New  York,  and  bureau  reports 


k 


98  BUSINtSS  WEEK  /  SEPTEMBER  25,  1995 


'IF  THERE'S  ANYTHING  I  HATE.  IT'S  FAT' 


Jlwaleed  bin  Talal  may  relish  the 
role  of  the  modern,  global  busi- 
ness executive  who  hashes  out 
te-night,  multimillion-dollar  deals 
ith  such  luminaries  as  Chairman 
iichael  D.  Eisner  of  Walt  Disney 
0.  But  above  all,  he's  a  prince  of 
le  royal  house  of  Saud.  I  see  just 
-)w  much  this  means  the  moment 
e  touch  down  at  Riyadh  airport  in 
Is  private  beige-and-green  Boeing 
27.  The  plane  taxis  to  a  corner  of 


sink  in  his  own  barber  shop  to  the 
private  apartments  of  his  16-year-old 
son,  Khaled.  Outside  the  palace  is 
parked  the  boy's  $250,000  Lambor- 
ghini Diablo.  "I  try  not  spoil  them, 
but  I  can't  deny  them  things,  either," 
says  Alwaleed,  speaking  of  Khaled 
and  his  13-year-old  sister,  Pi'incess 
Reem.  Both  affect  an  unprincely 
grunge  look  outside  of  the  kingdom. 
Alwaleed  and  his  wife,  Princess  Dalai, 
divorced  10  months  ago. 


le  tarmac,  where  a  fleet  of  shiny 
lack  limousines  is  waiting,  along- 
de  dozens  of  family  retainers. 
fhen  Prince  Alwaleed  descends 
'om  the  plane,  each  one  of  them 
)mes  forward  and  kisses  the 
rince's  right  shoulder — a  traditional 
edouin  sign  of  respect.  Then,  the 
lotorcade  speeds  off  into  the  Ara- 
ian  night:  There  is  no  passport 
leck,  no  lost  luggage,  no  waiting 
round  for  a  lift. 

300  CALORIES  A  DAY.  Back  at  Al- 
'aleed's  palace  in  northern  Riyadh, 
'here  other  Alsaud  princes  live  in  a 
ind  of  royal  ghetto,  I  discover  a 
'orld  that  only  the  combination  of  al- 
lost  unimaginable  wealth  and  royal- 
f  can  produce.  He  seems  proud  of 
le  sheer  scale  and  quantity  of  every- 
ling,  from  the  high-tech  video  sys- 
3ms  and  the  gold-plated  taps  on  the 


Lunch,  served  each  day 
around  5  p.m. — to  accom- 
modate a  man  who  regu- 
larly goes  to  bed  at  4 
a.m. — is  unbehevably  lav- 
ish. But  an  abstemious  Al- 
waleed just  picks  at  the 
dozens  of  delicacies,  in- 
cluding baked  pigeons  and 
baby  camels.  He's  on  a 
strict,  1,300-calorie-a-day 
diet  designed  by  his  pri- 
vate doctor.  "If  there's  one 
thing  I  hate,  it's  fat,"  says  the 
prince,  who  is  trim  and  athletic  and 
also  somewhat  vain.  He  keeps  him- 
self fit  by  whacking  tennis  balls 
around  with  Romeo  Rafon,  a  top- 
seeded  ace  from  the  Philippines  who 
is  now  employed  at  the  palace  in 
Riyadh. 

There's  httle  in  the  way  of  proto- 


HIGHFLIER 

Alwaleed  logs 
700-plus  hours 
a  year  in  his 
Boeing  727. 
The  revamped 
plane  seats 
34-in  comfort 


col  at  the  table  set  for  20.  Several 
of  Alwaleed's  Bedouin  retainers — 
some  60  trusted  men,  many  of 
whom  have  spent  their  lives  in  the 
employ  of  Alwaleed  or  his  father — 
joke  with  the  prince  as  they  tuck 
into  their  food.  He  clearly  loves  this 
sort  of  familiar  repartee,  even 
though  he  can't  resist  breaking 
away  to  do  business  on  the  tele- 
phone beside  his  place. 

This  strange  mixture  of  inlbiTnality, 
royal  deference,  and 
w  hat  Alwaleed  calls  his 
"workaholism"  is  present 
when  he  takes  the  steer- 
ing wheel  of  his  Mer- 
cedes-Benz S600  V12  for 
a  spin  ai'oimd  town.  I 
still  haven't  figured  out 
how  he  manages  to  drive 
the  cai-  and  cany  on  two 
sepai'ate  telephone  con- 
versations all  at  the 
same  time.  "Would  you 
just  look  at  that  land?  I 
love  it,"  he  says,  pointing 
to  a  huge  lot  downtown 
that  cost  him  more  than 
$200  million  when  he 
l)ieked  it  up  some  years 
ago.  It's  where  he  plans 
to  put  up  a  Foiu*  Sea- 
sons Hotel,  which  he 
says  will  be  the  most 
luxiuious  hostehy  in  the 
Middle  East,  together 
with  a  shopping  center 
that  will  include  the 
fii'st-ever  overseas 
branch  of  Saks  Fifth  Av- 
enue, the  department 
store  of  which  he  is  a 
major  shareholder. 

Being  a  prince  is 
clearly  a  full-time  job. 
When  he  returns  to  the 
palace  at  3:15  a.m.,  after 
a  one-hour  jog,  60  or  so 
impoverished  Saudis, 
half  of  them  veiled 
women,  are  waiting  out- 
side. Retainers  herd 
them  into  his  presence 
in  the  courtyard.  An  aide  hands  each 
one  a  crisp,  1,000-riyal  bill — around 
$300.  Drinking  a  glass  of  cool  water, 
the  prince  silently  acknowledges 
yells  of  "May  you  live  in  paradise," 
as  the  beggars  are  led  back  to  the 
street.  A  prince's  work,  it  seems,  is 
never  done. 

By  John  Rossant  hi  Riyadh 
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HEDGE  FUNDS 


SOROS:  ANATOMY  OF 
A  COMEBACK 

After  a  dismal  year,  the  hedge  fund  guru  reveals  how  he  has  regained  his  momentum 


QUICKSAND 

ii  I  was  concerne 
that  we  were  actually 
sinking 


AlC 


George  Soros  has  faced  do 
many  adversaries  in  liis  65  ye; 
Nazis  in  his  native  Hung£ 
Communist  dictators  suspici 
of  his  philanthropy  and  advocacy 
open  societies,  and,  more  recently, 
central  banks  of  Europe.  Soros  gah 
fame  a  couple  of  years  ago  as  "the  n 
who  moves  markets,"  by  aggressi 
highly  leveraged  trading  in  currenc 
and  bonds.  As  a  trader  and  inves 
his  long-term  record  is  unsurpasse 
an  average  annual  return  of  35%  si 
1969,  among  the  best  in  the  world 
in  recent  months,  it  seemed,  Soros  \ 
facing  a  threat  as  daunting  as 
posed  in  the  past.  His  flagship  $6.1 
lion  Quantum  fund  was  struggling, 
reputation  was  in  jeopardy. 

The  tension  at  Soros'  headquarte 
across  the  street  from  New  Yor 
Carnegie  Hall,  was  almost  palpable, 
the  first  three  weeks  of  1995,  Qu 
tum  was  down  6%,  and  it  fought 
break  even  unsuccessfully  through  m 
of  the  first  half.  In  the  past,  such 
clines  were  just  temporary  setba^ 
after  good  years,  such  as  Quantum 
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-George  SOROS 


A  OUANTUM 
LEAP  FOR  SOR( 
FLAGSHIP  FUNI 

QUANTUM  FUND 
NET  ASSET  VALUE 


Quantum  tum 
along  with  the  ^ 
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1  from  1990  through 
,  Soros  was  trou- 

"I  was  concerned," 
)ted  the  other  day, 

it  was  not  a  soft 
ng — that  we  were 
illy  sinking." 
was  as  if  the  mar- 
were  conspiring  to 
oy  him.  Soros  and 
lief  lieutenant  Stan- 
Druckenmiller  bet 
e  dollar  as  1995  be- 
-and  it  fell.  They 
on  the  Japanese 
;et — and    it  fell, 
r  exposure  to  the 
stock  market 
id  inadequate,  and 
was  where  the  action  was.  Driven 
lancial  stocks  and  a  boom  in  tech- 
y,  the  s&P  was  up  20%  at  the  end 
e  first  half.  Quantum  was  down 

July  began  hot  and  sticky  in  the 
End  of  Long  Island,  where  Soros 
;  most  of  the  summer.  But  then 

the  shower  of  green. 
ASC  PICKS.  During  the  first  two 
s  of  July  alone,  the  Soros-Druck- 
ller  team  moved  their  humongous 
olio  skyward  9%— a  half-billion- 
•  gain  worthy  of  the  Soros  of  yore. 
,  in  August,  Quantum  began  a 
ly  climb,  gaining  17%  in  that 
h  alone  (chart).  During  the  same 
d,  the  s&P  sputtered  and  proflt- 
g  dogged  the  high-tech  stocks, 
jmber  began  as  spectacularly  as 
e  glory  days,  vdth  a  $100  miUion 
;  gain  on  Sept.  5.  On  Sept.  13, 
tum  reaped  a  heady  $200  million 
fall,  largely  through  a  leveraged 
m  the  dollar.  Through  Sept.  13, 
tum  is  up  24%  after  expenses  and 
vs.  26%  for  the  s&p. 


CHANGING  COURSE 

U  Our  worldwide 
fixed-income  gains 
this  year  are  larger 
than  our  currency 
gains 

—  STANLEY 

DRUCKENMILLER 


How  did  Soros  and  Druckenmiller 
pull  it  off?  Soros  has  been  mum — until 
now.  In  separate  interviews  with 
BUSINESS  WEEK,  a  tanned  and  cheerful 
Soros,  and  his  dour  chief  lieutenant 
Druckenmiller,  disclosed  for  the  first 
time  how  they  managed  to  achieve  this 
stunning  reversal.  Yes,  currency  trad- 
ing played  a  role  in  Quantum's  reviv- 
al— but  a  far  more  limited  role  than 
has  been  rumored.  Stock  selection,  he 
and  Druckenmiller  insist,  was  a  major 
factor  in  Quantum's  recovery. 

Soros  even  disclosed  the  fund's  larg- 
est stock  holdings— a  nearly  unprece- 
dented step  for  Quantum,  except  for 
its  rarely  publicized  annual  reports. 
But  even  while  de-emphasizing  the  role 
of  macro  trading,  he  made  it  clear  that 
he  w\\\  increase  his  use  of  leverage  as 
Quantum's  fortunes  improve.  Clearly, 
he  already  has — as  the  Sept.  13  surge 
indicates.  Druckenmiller  acknowledges 
that  he  is  using  more  leverage  than 
he  did  as  recently  as  June. 

Soros'  decision  to  go  public  is  in  con- 


A$100  million  day 
in  the  stock  market. 


The  stock  portfolio 
comes  alive. 
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trast  with  other  hedge  fund  managers, 
who  have  been  largely  silent.  The  big 
funds  fell  up  to  30%*  in  1994— Quan- 
tum eked  out  a  3%  gain — and  none 
have  rebounded  in  '95  quite  so  dramat- 
ically as  Soros'.  Such  superinvestors  as 
Michael  Steinhardt,  Leon  G.  Cooper- 
man,  and  Juhan  Robertson  Jr  are  com- 
ing back,  however,  and  they  lead  a  re- 
surgence among  the  previous  laggard 
hedge  funds  (table,  page  102). 
CHALLENGES  REMAIN.  But  for  the 
hedge  fund  business  in  general,  includ- 
ing Quantum,  long-term  problems  re- 
main. Unless  their  mediocre  perfor- 
mance reverses  as  decisively  as  it  has 
for  Soros,  investors  could  become  reluc- 
tant to  pay  hefty  incentive  fees  to 
hedge  fund  managers — which  usually 
amount  to  20%  of  profits.  (Mutual 
funds,  by  contrast,  reinvest  their  prof- 
its.) Size  is  a  problem  for  the  largest 
funds.  Fed  by  the  gains  many  achieved 
early  in  the  1990s,  size  works  against 
Soros  and  the  other  megafunds.  Soros 
has  long  acknowledged  this,  and  it  has 
been  a  particulai'  prob- 
lem for  Steinhardt,  who 
is  widely  rumored — for 
the  second  time  in  a 
year — to  be  planning  to 
shut  down  and  distrib- 
ute fund  assets  to  his  in- 
vestors. He  won't  com- 
ment, but  the  rumors 
are  discounted  by  Stein- 
hai'dt  colleagues  who  say 
that  the  mercurial  fund 
manager  has  ample  rea- 
son to  stay  in  business. 
(Quantum,  though  usual- 
ly grouped  with  hedge 
funds — partnerships  for 
the  wealthy — is  actually 
an  offshore  mutual  fund, 
closed  to  U.  wS.  citizens.) 

For  the  moment,  how- 
ever, the  ever-harsher 
realities  of  the  hedge 
fund  business  seem  far 


LilLLU 


SEPT.  6,  '95 
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A  chastened  Soros  uses  old-fashioned  stock-picking,  a^ 
well  as  macro  bets,  to  rack  up  recent  eye-popping  gainsl 


away  for  Soros.  His  successful  confron- 
tation with  the  markets  is  far  more 
multifaceted  than  merely  a  leveraged 
bet  on  the  dollar.  It  also  has  involved 
jettisoning  projects  that  seem  proble- 
matic, such  as  a  fund  investing  in  India 
and  a  real  estate  venture  with  Paul 
Reichmann.  According  to  Soros,  the 
deal  with  Reichmann  fell  apart  because 
Soros  refused  to  provide  financial  back- 
ing for  Reichmann's  effort  to  regain 
his  Canary  Wharf  project — a  deal  re- 
jected by  Soros,  he  says,  because  of 
its  huge  size. 

WINNING  COACH.  In  his  interview  with 
BUSINESS  WEEK,  the  normally  dour  and 
philosophical  Soros  was  cheerful,  even 
elated.  His  new,  sometimes  chatty, 
sometimes  opaque  book — Soros  on  So- 
ros— is  selling  well.  But  there  was  a 
tangible  reason  for  his  cheeriness.  He 
had  just  reaped  his  one-day  $100  mil- 
lion gain,  not  from  the  kind  of  high- 
octane  "macro"  investing  that 
made  Soros  famous,  but  tlu'ough 
that  most  prosaic  of  Wall  Street 
pastimes — stock-picking.  It  epit- 
omizes the  chastened,  more  cau- 
tious George  Soros  of  1995. 
That  $100  million  gain  sprang 
from  Soros'  portfolio  of  stock 
holdings,  led  by  Burlington 
Northern,  Chrysler,  Newmont 
Mining,  Intel,  and  Scott  Paper. 

In  mid-July,  as  Soros  on  So- 
ros began  to  cascade  off  the 
printing  presses,  Soros  told  his 
fimds'  investors  that  he  was  re- 
treating from  the  big-picture, 
highly  leveraged  macro  invest- 
ing in  cmrencies  and  bonds  that 
had  been  his  forte.  Yet  in  the 
few  weeks  since  the  book  be- 
gan annving  at  the  stores,  Soros 
has  seen  his  macro  strategies 
pay  off  dramatically,  and  has 
"coached"  his  flagship  Quantum 
fund,  by  far  the  biggest  and 
most  successful  hedge  fund  in 
the  world,  to  dramatic  gains. 

Although  Soros  spent  June 
tending  to  his  philanthropic  op- 
erations in  Eastern  Europe, 
particularly  Ukraine,  and  then 
July  and  August  in  Southamp- 
ton, he  kept  in  daily  contact 
with  Druckenmiller  and  with 
other  key  subordinates — includ- 
ing Nicholas  Roditi,  the  Lon- 
don-based trader  who  mns  mac- 


ro trading  for  Soros'  Quota  fund. 

Roditi,  who  declined  to  be  inter- 
viewed, has  emerged  as  a  star  of  the 
Soros  organization.  He  steered  the  $1.5 
biUion  Quota  fund  to  the  land  of  perfor- 
mance that  distinguished  Quantum  in 
the  old  days — a  gain  of  105%  in  the 
year  to  date.  He  was  in  daily  contact 
with  Druckenmiller  as  well  as  Soros 
throughout  the  year,  but  they  did  not 
see  eye  to  eye  veiy  much.  According  to 
Druckenmiller,  at  times  Roditi  took 
macro  positions  that  were  the  exact 
opposite  of  the  money-losing  positions 
held  by  Quantum.  "He  was  on  the  right 
side  of  the  markets  from  day  one  this 
year,"  notes  Druckenmiller. 

Quota  was  able  to  build  on  its  gains, 
to  risk  old  profits  to  make  new  profits. 
But  Quantum  didn't  have  that  option. 
Even  though  Soros  felt  that  his  bullish- 
ness toward  the  dollar  was  basically 
right,  he  was  restrained  from  using 


Hedge  Funds  Begin 
To  Outpace  The  S&P  500 


Hedge  fund  category 

FIRST  HALF 

JULY 

AUGUST 

FINANCIAL  EQUITIES 

25.5% 

5.9% 

8.5% 

MACRO 

1.4 

3.8 

6.3 

VALUE 

11.6 

1.7 

3.0 

PACIFIC  RIM 

-4.6 

3.2 

2.5 

INTERNATIONAL 

4.1 

3.1 

2.5 

LATIN  AMERICAN 

-10.7 

1.7 

2.4 

GROWTH 

16.6 

7.7 

2.2 

LEVERAGED  BONDS 

8.7 

5.8 

2.1 

DISTRESSED  SECURITIES 

13.1 

3.1 

2.1 

MULTIPLE  ARBITRAGE 

5.1 

2.0 

2.0 

EVENT-DRIVEN 

10.4 

0.1 

1.6 

OPPORTUNISTIC 

11.5 

4.2 

1.5 

RISK  ARBITRAGE 

10.5 

1.4 

1.3 

CONVERTIBLE  ARBITRAGE 

13.1 

2.0 

1.1 

MARKET-NEUTRAL 

6.9 

1.6 

0.3 

EMERGING  MARKETS 

-9.5 

3.4 

-0.2 

SHORT  SELLING  ONLY 

-18.2 

-11.0 

-0.8 

HEDGE  FUND  INDEX 

8.3 

3.2 

2.5 

S&P  500 

20.2 

3.3 

0.3 

Hedge  fund  numbers  are  an  unweighted  index  of  200  representative 
hedge  funds;  distributions  to  investors  are  included.  Figures  do  not  in 
elude  deductions  of  incentive  fees — usually  20%  of  profits — and  man- 
agement fees. 

DATA:  HENNESSEE  HEDGE  FUND  ADVISORY  GROUP  AT  WEISS,  PECK  i  GREER 


leverage  by  his  own  losses.  For  m; 
investors  like  Quantum,  losing  mone; 
like  a  progressive  disease.  The 
money  you  lose,  the  harder  it  ii 
take  the  leveraged  risks  that  are 
quired  to  help  you  recover — beca| 
those  very  risks  can  destroy  you 
LOST  MOMENTUM.  But  if  you're  mal 
money,  you  are  not  risking  the 
very  existence,  only  its  recent  pro 
It  is  a  simple  but  dead-serious  dil 
ma.  "When  you're  losing  money, 
harder  to  make  money,"  says  Soi 
"It  was  very  difficult  to  regain 
mentum."  Every  time  a  trade  pro 
successful  in  the  first  half,  it  was 
successful  enough — the  leverage 
minimal — and  the  currency  mark 
turned  sour  again.  Momentum  was 
"If  I  were  to  look  at  a  chart  of 
asset  value  I'd  say  that  we  tone 
the  break-even  point  at  least  five  tir 

and  then  we  fell  back  But  once 

■iiiii"  put  our  head  above  zero, 
could  move  ahead." 

For  Quantum,  the  psycho 
ical  turning  point  came  in  ei 
July.  What  got  the  fund  re 
moving  was  the  gain  in  the  i. 
anese  market,  early  in  July,  t 
coincided  with  the  concer 
intervention  in  the  dollar- 
market.  Fortunately  for 
wounded  Quantum,  Druck 
miller  called  the  bottom  of 
Japanese  market  right  on 
nose. 

"That  might  have  been 
psychological  bottom,"  s 
Druckenmiller.  "I  think  it  wi 
confidence  booster,  yes.  T 
was  certainly  one  of  the  thi 
that  made  us  feel  we  wer 
totally  incompetent  aroi 
here ....  We  had  been  si 
[the  Japanese  market]  and 
successfully  avoided  gett 
killed  when  it  went  back  up 
gave  us  a  sense  of  confide 
to  do  other  things" — such 
take  a  long  position  in  the 
lar  vs.  the  yen,  and  in  Europ 
and  Japanese  bonds.  Failing 
call  the  bottom,  he  no 
"might  have  prevented  us  fi 
being  aggi'essive  in  some  of 
areas  we  were  right  in." 

Druckenmiller  is  peeved 
rumors  that  have  dogged 
fund,  dismissing  its  gains  a 
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You  could 


run 


I  ou  could  make  rubber  band  balls  for  instance. 
Or  little  paper  clip  figurines.  'Sut  why  on  earth  would  you 
want  to  spend  more  time  getting  less  done  at  work?  "Z^^U, 
the  answer  is  you  probably  wouldn't.  7^  one  would.  Its 
just  that  some  people  may  not  know  that  you  can  run 
Windows  NT"' applications  up  to  three  times  faster 
with  a  MIPS'"  RISC-based  system!  Or  that  you  can  also 
use  MIPS  RISC  with  UNIX.  C^id  that  according  to  the 
TPC-C  benchmarks,  the  top  three  OLTP  systems  use 
MIPS  RISC.  On  the  other  hand,  it  may  be  that  these 
people  do  know  about  all  these  things,  and  have  just  had 
trouble  convincing  other  people.  ^So  il  you  hnd 
yourself  in  this  position,  and  you  think  it 
might  help,  you  could  always  tell  them  that  you  chose 
MIPS  RISC  because  of  its  exceptional 
price  I  performance 
  advantages.  Ton  might 


Windows  NT  without 

M I P  S  5  but  there  are  more 


imaginative  ways 


of  wasting  time. 


also  tell  them  that  you 
chose  MIPS  RISC  because 

nearly  a  hundred 
companies  have  adopted 
its  architecture  and  it's  the 

  tiumber  one  RISC-based 

general  purpose  processor 

in  production  today.  That  usually 
works.  Tim  il  not  -  if  after  all  that,  they 
still  seem  unsure  -  just  remember  that  you 
still  have  your  imagination.  Lyfnd  there  will 
always  be  plenty  of  office  supplies. 


0 


'Compared  to  a  Pentium' -processor-based  system 


ff    MICROSOFI-  Conyrieht  1995  NEC  Electronics  Inc. 

f        WlNDCUVSNT      .1,         1  ,  ,  r   L  ■ 

COMBWIBLE    All  trademarks  are  the  property  or  their  respective  owners, 
more  information  call  1-800-366-9782  and  ask  for  info  pack  ^IS.^. 


Finance 


simple-minded  leveraged  bet  on  the 
dollar.  "Complete  baloney,"  says  Druck- 
enmiller.  "Oui'  worldwide  fixed-income 
gains  this  year  are  larger  than  our  cur- 
rency gains." 

Soros  and  Druckenmiller  insist  that 
stock-picking  has  been  as  significant 
for  Quantum  lately  as  macro  invest- 
ing— an  assertion  certainly  buttressed 
by  the  $100  million  Sept.  5  gain.  Soros 
favors  companies  "where  there's  a 
change  in  the  way  the  companies  are 
managed."  He  cited  Scott  Paper  as  an 
example  of  a  company  where  "manage- 
ment has  made  a  tremendous  differ- 
ence. We  are  very  interested  in  the 
quality  of  management." 
FIRST  LOVE.  But  macro  investing  is 
clearly  his  fii'st  love.  The  Sept.  13  gain 
shows  that  Quantum  is  again  taking 
leveraged  macro  bets,  despite  Soros' 
decision  on  July  14  to  cut  back  on  mac- 
ro investing.  Macro  investing  was  elim- 
inated entirely — except  as  "market  con- 
ditions permit" — for  Soros'  Quasar  and 
Quantum  Emerging  funds.  But  with 
macro  investing  coming  back,  Soros 
now  apparently  feels  that  the  condi- 
tions ai-e  right  for  Quasar  and  Quantum 
Emerging  to  resume  macro  trading. 
Now  he  says  that  "some  other  younger 
people  do  some  macro  trading"  in  those 
funds. 

For  Soros,  macro  investing  is  an  in- 
tellectual challenge  and  one  that  he 
makes  sound  dowTuight  easy.  He  likens 
the  recent  situation  to  the  period  dis- 
cussed in  his  book  the  Alchemy  of  Fi- 
nance— the  time  of  the  Plaza  accords  of 
1985,  which  allowed  governments  to 
intervene  in  the  freely  floating  ex- 
change-rate system. 

At  that  time,  Soros  had  a  lirmly  held 
view  on  ciuTencies,  and  it  took  a  nudge 
from  the  central  banks  to  help  him 
make  money.  Likewise,  Quantum's  re- 
cent dollar  bonanza  stems  from  a  pas- 
sionate view  that  the  dollar  had  to 
move  up — and  that  a  push  from  the 
authorities  would  send  it  there.  What 
the  bankers  did  was  "to  make  it  move 
in  the  direction  where  it  ought  to  have 
gone  by  its  own.  How  shall  I  say — the 
situation  demanded  it." 

Clearly,  macro  investing  will  be  one 
area  where  George  Soros  will  continue 
to  lead.  "We're  finally  getting  it  right," 
says  Soros.  And  how.  But  the  early 
months  of  this  year  prove  that  even 
the  smartest  practitioners  of  macro  in- 
vesting can  come  very  close  to  being 
knocked  out  for  good.  Soros  pulled  it 
off  this  time.  But  if  the  markets  send 
him  reeling  once  again,  he  may  not  be 
so  lucky. 

By  Gary  Weiss  in  New  York 


RESTITUTION 


THE  SWISS  ARE  FINALLY 
STARTING  TO  GOME  GLEAN' 

Bankers  agree  to  return  Holocaust  property'  and  look  for  mo 


Secret  meetings  in  Bern  in  late  Au- 
gust led  to  a  breakthrough  to  re- 
cover millions  of  dollars  in  Jewish 
property  held  in  Swiss  banks  since  the 
Nazi  era.  The  talks  between  the  Swiss 
Bankers  Assn.,  World  Jewish  Congress 
Secretary  General  Israel  Singer,  and 
Swiss  Jewish  leader  Rolf  Bloch  resulted 
in  a  surprising  Sept.  12  announcement. 
The  bankers  said  that  a  survey  of  its 
members  begun  in  June  had  so  far  un- 
covered $34.1  million 
in  893  accounts  opened 
prior  to  the  end  of 
World  War  II.  The 
Swiss  also  agreed  to 
open  an  office  to  help 
Holocaust  survivors 
and   heirs   find  lost 
accounts. 

Jewish  leaders  meet- 
ing in  Brussels  to  dis- 
cuss the  affair  and  the 
recoveiy  of  other  Jew- 
ish  property  in  Em-ope  p^gj^  r^YlAlL 
were  not  buymg  the 

figure.  "We  are  con-  Armed  With  newly  released 
cerned  w\th  the  Swiss  documentation,  World  Jewish 
attempts  to  deflate  the  Congress  President  Edgar 

amount,  says  Smger.  n  i       -n  i 

HiMMLER's  LOOT.  For  Bronfman  says  hc  Will  keep 
the  Jewish  leaders,  the  the  pressure  on  the  Swiss 

search  has  only  just 
begun.  "We  have  new  documents  fi'om 
the  Stasi  files  and  archives  in  Eastern 
Europe  that  we  plan  to  present  to  the 
Swiss,"  says  Singer.  The  records  of  the 
Stasi,  the  former  East  German  secret 
police,  refer  to  a  lai-ge  sliii)ment  to  Swit- 
zerland of  gold,  diamonds,  foreign  cur- 
rency, and  paintings  taken  as  payment 
by  ss  boss  Heinrich  Himmler  for  the 
fi-eedom  of  13,000  Hungarian  Jews  in 
1945.  Various  estimates  of  the  cuiTent 
value  of  the  shipment  range  fi'om  sever- 
al hundred  million  to  $1  billion. 

The  bankers  had  been  saying  until 
recently  that  the  issue  had  been  re- 
solved in  1963,  when  the  Swiss  gov- 
ernment ordered  the  banks  to  report 
all  monies  of  Holocaust  survivors.  That 
sweep  netted  about  $2.2  million,  which 
was  handed  over  to  Swiss  Jewish  or- 
ganizations. The  Swiss  dispersed  $1.7 


million  of  that  to  a  small  number 
claimants. 

"The  Swiss  are  finally  starting 
come  clean  and  are  trying  to  put 
issue  to  rest  50  years  after  the  en 
the  Second  World  War,"  says  Singer 
and  others,  including  w.JC  President 
gar  Bronfman,  are  anticipating  len 
negotiations  before  any  final  agreem 
is  reached.  The  fii-st  fomnal  talks  wer 
begin  on  Sept.  14  with  meetings 
tween  a  team  led 
Bronfman  and  a  gr 
of     Swiss  bank 
and  Swiss  Presid 
Kasper  Villiger 

Bronfman  has  de 
ed  to  set  up  a  spe 
committee  made 
of  bankers,  Holoc 
survivors,  and  Je" 
leaders  to  deal 
the  search.  The  c 
rnittee  will  be  res' 
sible    for  collect 
names  of  Individ' 
and  companies 
handing  them  ove 
the    Swiss  Bank 
Assn.  for  examinat 
SEARCH  FEES.  A  C 
tral  contact  office 
assist  searchers  v 
set  up  next  year  and  run  by  the  b 
ing  ombudsman's  office,  a  watch 
created  by  the  banking  associat 
However,  the  bankers  rejected  Je 
demands  to  conduct  searches  fre 
charge  for  Holocaust  sm-vivors  and  h 
and  said  the  amount  of  the  fee  is  ye 
be  determined.  Up  to  now,  the  ba 
have  been  charging  $85  to  $850 
searches,  which  have  in  most  c" 
failed  to  tum  up  anything. 

Bronfman  and  the  wjc  intend  to  k 
pressing  the  Swiss.  "We've  waited 
years  to  resolve  what  has  becom 
very  painful  issue,"  Singer  says, 
armecl  with  new  documentation 
public  opinion,  these  Jewish  represe 
tives  believe  they  have  a  better  cha 
of  setting  right  an  old  wrong. 

By  Neal  Sandler  in  Jerusalem, 
John  Parry  in  Geneva 
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THE  56th  unwritten  law 

OF  DRIVING 


FOR  EVERY 


TROOPER 


SOLD  THERE  ARE 


23  PEOPLE 


WAITING  TO 


BORROW  IT. 


w;iyf  wear  a  scat  belt'.  Andpletisc  tri:;u  the  cnvu-o!;!r,r!u  wiiK  ivsprcf.  ■  ■!'/■■ 


THE  TROOPER  LIMITED  IS 
ENDOWED  WITH  85  CUBIC  FEET  OF 
EXTREMELY  ACCESSIBLE  CARGO  SPACE 
KEEP  THIS  TO  YOURSELF 


Figures,  doesn't  it?  You  do  all  the  necessary  research;  the  ease  of 
swing-open,  split-rear  doors,  convenient  split-folding  rear  seats, 
the  cavernous  cargo  space.  Then,  the  moment  you  get  your  hands  on 
a  new  Trooper  Limited,  there  they  are.  In-laws,  brothers,  neighbors, 
even  people  you've  never  seen  before.  And  all  of  them  wanting 


to  use  It.  You  can't  blame  them  really.  But  you  can  tell  them 
where  to  go  (to  get  their  own,  we  mean). 

ISUZU 

For  more  information,  call  (800)  726-2700.      Practically /v4mazing 
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MARKETS 


CHINA'S  OTHER  EXCHANGE 
REACHES  FOR  THE  SPOTLIGHT 

Shenzhen  hopes  to  catch  up  to  scandal-plagued  Shanghai 


Lodged  in  the  tlicee-stoiy  Grand  The- 
ater building  that  also  houses  a  con- 
cert hall,  movie  theater,  and  kai-aoke 
joint,  the  Shenzhen  Stock  Exchange  is 
easy  to  miss.  But  appearances  are  de- 
ceiving, insists  exchange  President  Xia 
Bin.  Having  suffered  through  a  nine- 
month  dowTitiuni  that  bi'ought  trading  to 
a  near-standstill  this  spring  after  prices 
plunged  40%,  China's  No.  2  bourse  is 
starting  to  recover.  Says  Xia:  "We've 
come  back." 

And  (juite  smartly,  at  that.  Daily  vol- 
ume in  "B"  shares,  the  class  of  stock 
available  to  foreign  investors,  has  in- 
creased fivefold  in  just  three  months. 
Since  June,  the  exchange's  index  of  B 
shares  has  jumped  15%  (chait).  Activity 
in  "A"  shares  traded  by  locals  is  picking 
up  as  well.  Expectations  that  the  central 
bank  will  ease  credit  is  helping  the  mai'- 
ket  get  on  the  road  to  recoveiy.  But  so 
is  a  spate  of  new  listings  from  compa- 
nies across  China  that  are  luring  for- 
eign investors  away  from  Shenzhen's 
bigger  and  more  glamorous  rival  to  the 
north,  Shanghai. 

Shenzhen's  rebound  is  an  indicator  of 
the  changes  afoot  as  China  attempts  to 
clean  up  its  troubled  capital  markets. 


After  a  year-long  policy  deadlock  in 
Beijing,  proponents  of  controlled  gi"ov^1;h 
of  new  listings  have  won  out  over  advo- 
cates of  rapid  expansion  at  any  cost. 
As  a  result,  supervision  of  exchanges 
is  increasingly  being  placed  under  the 
control  of  the  China  Securities  Regaila- 
tory  Commission  (CSRC),  an  arm  of  the 
government  in  Beijing. 
CLOSE  THE  GAP.  The  shift  means  that 
local  companies,  many  of  them  property 
developers  with  shaky  fimdamentals  but 
good  connections  to  market  officials,  are 
making  way  for  better-managed  com- 
panies on  Shenzhen's  bourse.  Since  Bei- 
jing ended  a  ban  on 
new  listings  of  B 
shares  earlier  this 
year,  vShenzhen  has  of- 
fered half  a  dozen  new 
listings.  They  include 
Sichuan-based  motor- 
cycle maker  Shenzhen 
North  Jianshe  Motor- 
cycle, Wuxi  Weifu,  a 
manufacturer  of  fuel- 
injection  equipment 
based  in  Jiangsu  prov- 
ince, and  Jiangling  Mo- 
tors,   a  truckmaker 


SHENZHEN  TURNS  AROUND 


SHENZHEN  STOCK  EXCHANGE 
B  "  SHARE  INDEX  


60 


JAN.  30,  '95  SEPT.  4,  '95 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


MOMENTUM:  Shenzhen  has  grown 
since  a  new-listing  ban  was  lifted 

fi'om  Jiangxi,  in  which  Ford  Motor  o 
plans  to  purchase  a  20%  stake. 

The  bid  to  go  national  by  upsttt 
Shenzhen,  which  is  situated  in  a  sjs- 
cial  economic  zone  developed  over  k 
past  two  decades,  is  aimed  at  nairowp 
the  gap  with  the  market  in  Shangp 
China's  historic  financial  and  indust^ 
center.  With  a  large  number  of  Idal 
companies  eager  to  float  stock, 
Shanghai  market  has  made  it  diffi 
for  companies  from  outside  the  cit; 
gain  listings.  "Officials  there  give  prf" 
ity  to  theii'  own  enteii:)rises,"  com])!; 
Ann  Shih,  head  of  China  research  ; 
W.I.  Carr  (Far  East)  Ltd.  in  He 
Kong. 

That  doesn't  sit  well  with  Beiji 
where  the  cSRC's  new-  chief,  Zhou  I 
jiong,  who  was  appointed  last  si.n  ! 
is  deteiTnined  to  set  the  agenda  for  I: 
exchanges.  Some  analysts  wondei 
Zhou  will  replace  Shenzhen  mai'ket  c 
Xia  so  he  can  have  his  ov/n  man 
charge.  But  Zhou  is  also  likely  to  im 
Shanghai  exchange  officials.  They 
gered  regulators  by  protecting  big  h 
traders  during  a  bond-futures  scai 
last  February  that  nearly  toppled 
city's  leading  broker,  Shanghai  Intel 
tional  Securities. 

NOT  CONCERNED.  Shanghai's  regulat 
shortfall  provided  an  opening  for  Sir. 
zhen.  But  Shenzhen  still  has  to  o\' 
come  a  few  deficits.  Since  so  many  : 
eigners  thought  Shenzhen  was  de;ii 
the  water,  stocks  have  been  chea 
than  in  Shanghai.  That  difference  i 
sists  even  with  Shenzhen's  hsting  IVi 
For  instance,  .Jianshe  Motorcycle  stai 
trading  in  July  at  6.8  times  earnii 
about  half  that  of  Shanghai-based  i- 
Ek  Chor  China  Motorcycle.  And  \ 
Shanghai  remaining  as  the  head(ji 
ters  for  many  Chinese  and  over.- 
banks  and  insLU'ers,  there  are  somt 
vestors  who  doubt  that  Shenzhen 
sustain  its  brand  new  momentum. 

But  for  now, 
says,  he  is  not  c 
eeiTied — about  offid 
in  Beijing  or  Shang' 
"China  is  so  big," 
says.  "The  south  < 
have  a  financial  cen 
too."  There  may 
more  daytime  dra 
in  store  at  Shenzh* 
Grand  Theater  yet, 
Bi/  Bruce  Einh 
in  Shenzhen,  u 
Dexter  Roberts 
Shanghai 
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UAL  FUNDS 


S  NOT  GALLED  MIDAS 
m  NOTHING 

J  the  top-ranking  gold  fund  stays  on  top 


portfolio  manager  of  the  Midas 
I'und,  Kjeld  R.  Thygesen  has  devel- 
iped  a  touch  all  his  own.  As  of 
31,  his  tiny,  $10  million  gold  fund 
d  up  a  42%  return,  compared  with 
'erage  of  6%  for  the  42  precious- 
Is  funds  tracked  by  Morningstar 
rhe  fund's  dazzling  return  has  little 
with  the  price  of  the  yeUow  metal, 
ver,  or  even  with  companies  mining 
in  South  Africa,  the  world's  sin- 


MINING  FOR  HUGE  RETURNS 


,YTON  MINING 
29.6% 

RAMAR  MINING 


lEENSTONE  RESOURCES 


\mm  FIELDS  RESOURCES 


TOP  HOLDINGS  IN 
THE  MIOAS  FUND* 

GAIN  YEAR-TO-DATE 


100 
ERCENT 


200 


300 

DATA  MIDAS  FUND 


400 


500  600 
*AS  OF  SEPT.  12.  1995 


rgest  gold  producer.  Thygesen  finds 
iggest  winners  by  venturing  off 
)eaten  path,  into  the  jungles  of 
na,  or  the  waters  off  Namibia,  in 
lit  of  small-cap  mining  companies 
tie  thinks  will  hit  it  big. 
Bcious-metals  funds  are  notoriously 
ile,  winding  up  at  the  top  of  the 
one  quarter  only  to  be  at  the  bot- 
loon  after.  But  the  success  of  Midas 
,  formerly  called  Excel  Midas  Gold 
;s,  is  no  flash  in  the  pan.  It  is  the 
erforming  precious-metals  fimd  for 
ine-year,  three-year,  and  five-year 
ds  ending  June  30,  1995,  accord- 
)  Morningstar.  With  such  statistics 
iv,  Thygesen  hopes  to  build  assets 
00  million  by  2000.  Recently,  the 
dropped  its  4.5%  load. 
RD  DEMAND.  The  Midas  Fund  may 
issified  as  a  gold  fund,  but  Thyge- 
tresses  that  it  is  a  "mining  gi'owth 
too."  That's  a  good  thing,  since 
)rice  of  gold  has  been  static  for 
;  two  years,  ranging  fi-om  $375  to 
an  ounce.  Wlule  Thygesen  expects 
d  demand  for  gold  in  Asia  and  Ja- 
0  contribute  to  "a  pop"  in  the  gold 


he  calls 


price  in  the  fall,  he  isn't  betting  the 
farm  on  it. 

Thygesen  distinguishes  himself  from 
other  precious-metals  fimds  by  investing 
a  significant  chunk  of  assets  in  specula- 
tive mining  ventures.  He  puts  25%  or 
so  of  the  fund  in  mining  and  resource 
stocks  that  have  made  a  discovery  but 
are  still  in  the  development  stage.  That 
can  mean  investing  in  "very  small-cap, 
new  project  companies"  such  as  Cana- 
dian mining  company  Dia- 
mond Fields  Resom'ces  Inc. 
Diamond  Fields  accoimts  for 
about  half  of  the  fimd's  gain 
year-to-date.  In  the  fall  of 
1994,  Thygesen  bought  the 
stock  at  4.  When  the  com- 
pany started  drilling,  it  un- 
covered a  gi'eater-than-im- 
agined  deposit  of  base 
metals  such  as  nickel  and 
copper.  The  stock  current- 
ly trades  at  91. 
ON  THE  ROAD.  Thygesen  is 
also  finding  wanners  in  what 
intermediate  gold  production 
companies,"  small-  to  medium-cap 
growth  companies  looking  to  expand 
production  or  acquire  other  companies. 
A  current  favorite  is  Dayton  Mining 
Corp.  The  company  just  commenced 
production  on  a  gold  mine  in  Chile,  and 
with  costs  of  about  $150  to  produce  an 
ounce  of  gold,  it  can  achieve  a  hefty 
profit  margin  even  if  the  metal  stays 
stuck  in  its  present  trading  range,  says 
Thygesen. 

The  Midas  Fund  focuses  on  North 
American  mining  stocks,  but  Thygesen 
is  eyeing  new  investment  opportunities 
in  Third  World  countries.  He  is  search- 
ing in  South  America,  in  Indonesia,  in 
the  Phihppines — even  in  Russia  and  in 
the  foi'mer  Soviet  states.  That  keeps 
Thygesen  on  the  road  about  a  third  of 
the  time,  which  helps  push  fund  expens- 
es above  the  1.7%  average,  to  2.1%  of 
assets.  The  ratio  should  fall  as  the  as- 
sets of  the  fund  increase.  And  with  a 
gain  of  more  than  40%,  cuirent  share- 
holders probably  aren't  too  concerned 
about  Midas  Fund's  expense  ratio. 

By  Suzanne  Woolley  in  New  York 


Missed  the  chance  to  talk  with 
Netscape  co-founder  Marc 
Andreessen  when  he  was  the 
guest  of  a  Business  Week  Online 
live  conference?  Or  maybe  you 
were  away  when  BW  economist 
Bill  Wolman  gave  his  latest 
investment  advice. 

It's  not  too  late  to  find  out  what 
they-and  other  important  news- 
makers-had to  say  about  today's 
top  issues.  Just  log  on  to 

Business  Week  Online 
on  America  Online  and 
download  the  tran- 
script of  any  of  our 
past  conferences. 

Here's  a  sampling  of 
what  you'll  find-and 
remember,  we're  add- 
ing more  every  week: 


"  r  1 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 


Is  an  MBA  Worth  It? 

Dean  B.  Joseph  White  of  the 
Univ.  of  Michigan  B-school 
gives  his  answers-3/30/95 

Windows  95 

Two  top  Microsoft  execs 
explain  the  thinking  that 
went  into  the  long-awaited 
operating  system-7/2/95 

Women  Entrepreneurs 

Plenty  of  inspiration  and 
help  from  the  National  Assn. 
of  Women  Business  Owners' 
Patty  DeDominic-7/11/95 

Labor  Day  with  the 
Labor  Secretary 

Robert  Reich  talks  with 
America's  workers  in  this 
special  conference-9/4/95 
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BY  GENE  G.  MARCIAL 

CASHING  IN  ON 
TIME  AND  TURNER 

How  does  an  investor  play  Time 
Warner's  (twx)  proposed  takeover 
of  Turner  Broadcasting  System  (tbs/b) 
now  tliat  it  seems  hung  up  on  maneu- 
vering by  insiders?  Will  there  be  a 
deal,  or  will  John  Malone,  who  heads 
Tele-Communications  (tcoma),  which 
owns  21%  of  Turner,  torpedo  it?  What 
about  General  Electric  (OE),  which 
owns  the  nbc  Television  Network?  Will 
it  go  after  Turner? 

Rumors  abound,  and  bets  are  every- 
where. But  several  major  stakehold- 
ers close  to  players  in  the  talks  are 
convinced  that:  (1)  Tm-ner  will,  indeed, 
be  acquired  by  Time  Warner — sooner 
rather  than  later,  and  (2)  ge  will  sell 
NBC,  valued  at  $6  billion  to  $8  billion,  to 
the  Time  Wamer-TYimer  enterprise  for 
stock  that  could  give  GE  a  15%-to-20% 
stake  in  the  new  media-broadcasting- 
entertainment  giant. 

"Buying  nbc  from  ge  for  stock 
would  provide  Time  Warner-Turner  a 
capital-rich  partner  in  ge,  which  could 
bolster  the  new  combination's  cash  flow 
and  also  enable  it  to  accelerate  a  much- 
needed  deleveraging  process,"  says 
Herb  Ehlers,  president  of  Liberty  In- 

TURNER  MAY  MEAN  A  TURNUP 
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vestments  Management,  which  owns 
2.4  million  shares  of  Time  Wamer,  5.6 
million  shares  of  TCi,  1.6  milhon  shares 
of  Liberty  Media  (lbtya),  the  TCi  affil- 
iate that  owns  the  21%  stake  in  Turner, 
and  700,000  shares  of  Tiumer.  As  a  big 
stakeholder,  Ehlers  is  close  to  the  big 
players,  including  Malone.  A  spokes- 
person for  NBC  says  it  isn't  for  sale 
but  is  interested  in  strategic  alliances. 

"Apart  from  the  valuable  assets  of 
NBC,  GE  brings  to  the  table  its  deep 


EYEING  A  BIGGER 
SHOWBIZ  ROUE 
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pockets,"  says  an- 
alyst David  Shell, 
also  of  Liberty  In- 
vestment, "which 
could  be  the 
source  of  badly 
needed  cash  for 
Time  Warner  in 
its  quest  to  delev- 
erage,  particular- 
ly after  acquiring 
Turnei-."  A  GE 
spokesman  de- 
clined comment  on 
ramoi-s  about  buy- 
ing Turner  or 
Time  Wamer. 

Shell  notes 
that,  except  for  Tumer,  the  other  "sig- 
nificant beneficiaries"  in  this  evolving 
drama  have  yet  to  reflect  the  full  value 
of  the  deal  in  then*  shares.  Tumer  shot 
up  from  24  a  shar*e  to  30'/!  on  Aug.  30, 
when  Time  Warner  announced  its  ten- 
tative pact  to  acquire  the  82%  of  Tum- 
er that  it  doesn't  already  own  for  $8 
billion  (35  a  share)  in  stock. 

Since  the  announcement,  Time  War- 
ner has  slipped  from  42X  to  40.  Eh- 
lers says  it's  undervalued  by  at  least 
50%,  based  on  the  Turner  acquisition 
and  other  potential  deals  ahead. 

Other  beneficiaries  whose  stocks 
haven't  reacted  and  that  Shell  thinks 
ai'e  great  buys:  TCi,  which  has  edged  up 
only  fi-om  18'A  to  19,  and  Liberty  Media, 
whose  stock  hasn't  budged  from  26. 

GE,  another  potential  winner,  also 
hasn't  reacted  much — it's  at  60.  ge  is 
way  undei-valued,  says  Shell,  especially 
if  you  thi'ow  in  the  prospects  and  po- 
tential value  of  NBC. 


IS  THAT  GE  IN  THE 
REARVIEW  MIRROR? 

Not  many  have  heard  of  Research 
Frontiers  (refr),  but  its  shares 
spiked  up  from  SV*  to  in  one  day,  on 
Aug.  2.  The  reason:  It  announced  an 
agreement  licensing  ge  to  make  films 
incorporating  the  company's  proprie- 
tary technology  in  electrically  operated 
light-control  devices.  Some  corporate 
insiders  were  quick  to  sell  after  the 
leap.  But  some  pros  have  stayed  on. 

Why?  They  sniff  a  takeover.  "There 
were  big-block  buyer's  of  the  stock,  and 
I  suspect  one  of  them  was  ge,"  says 
Ignatius  Teichberg,  editor  of  Teichberg's 
Market  Strategy,  a  newsletter  that  spe- 
ciaUzes  in  scouting  takeover  targets. 
A  recent  hot  takeover  pick  was  Bank 


South  which  he  first  recommended 
13.  On  Sept.  5,  NationsBank  agreed 
acquire  Bank  South  for  27. 

He  thinks  ge  is  accumulating  R| 
search  shares.  "I  don't  think  ge 
stay  a  passive  partner,"  says  Teichber 
who  fir-st  recommended  the  stock  wh\ 
it  was  at  4%.  He  says:  "Ultimately, 
will  buy  the  company,  which  is  wor 
25  in  a  buyout."  Research  Preside! 
Bob  Saxe  says  he's  unaware  of  ai 
buying  by  ge.  And  a  ge  spokesm^ 
says  ge  doesn't  own  any  of  the  share 

Research  Frontiers  has  yet  to  mal 
Teichberg  notes,  but  ge  isn't  tl 
only  believer  in  its  "suspended-partici 
device"  technology,  which  incorporatj 
a  light-sensitive  film  between  two  pie 
es  of  glass.  It's  used  in  flat-panel  di 
plays  for  computers  and  TVs,  eyewea 
self-dimming  auto  sunroofs,  sun  visoij 
and  rear-viev/  mirrors." 

Among  other  licensees:  Sanyo  Elej 
trie  of  Japan,  Glaverbel  of  Belgiuii 
and  Japan  Steel  Works.  Saxe  expecj 
one  of  the  licensees  to  market  a  pro| 
uct  next  year  using  the  technology. 


OLIN  MAY  HAVE  ITS 
FORMULA  RIGHT 

Once  a  laggard  in  chemicals,  Oil 
(OLN)  has  been  a  highflier  of  latl 
Its  stock  hit  a  new  peak  of  71%  <! 
Sept.  12,  in  part  because  of  upbeat  re 
ommendations  by  a  couple  of  Strel 
analysts.  Rising  demand  for  chemicEj 
and  br*ass,  they  note,  improved  the  oil 
look  for  Ohn,  which  makes  eiectrochei 
icals  as  well  as  metal  products  used 
coins,  ammunition,  and  electronics.  Bi 
says  one  New  York  investment  mana 
er,  there's  another  factor  behind  t 
surge:  a  big  restructuring  that  tnclud 
sale  of  important  assets. 

One  investment  banker  puts  the  p 
vate-market  value  of  OUn's  assets 
$130  a  share.  The  unit  that  provid 
the  higliest  profit  margin  among  OHi 
three  operations  is  the  metals  groi 
he  notes,  producing  copper;  copper  ; 
loys,  and  fabricated  pr'oducts.  Met? 
could  well  become  Olin's  core  divisic 
after  the  restructuring,  he  says. 

Management  is  said  to  be  shoppii 
its  aerospace-defense  operations.  0] 
had  attempted  last  year  to  form  a  joi 
venture  of  this  unit  vdth  Alliant  Tec 
nology,  a  maker  of  rocket  engines  ai 
ammunition,  but  the  Justice  Dei 
nixed  the  idea.  The  talk  is  that  Allia 
may  make  a  bid  to  buy  the  unit.  01 
dechned  comment. 


inO   QIICIMCCC  1  C  tr  DT  r  r/1  D  £7  D  100£^ 


ou  don't  know  where  your 
ext  office  will  open  up.  You 
on't  know  where  your  next 
eal's  going  to  be.  You  don't 
now  where  in  the  world 
Du'll  have  to  be  tomorrow.  < 


m 


no 
lies  the 


Whether  you're  staffing  the  new 
office  in  Minsk,  signing  the  con- 
tract in  Bombay,  or  exploring 
opportunities  in  those  places 
where  the  ink  is  barely  dry  on  the 
trade  agreement,  Lufthansa  can 
make  you  feel  at  home,  virtually 
anywhere  in  the  world.  Together 
with  our  partner  airlines,  we  fly  to 
over  200  cities,  in  90  countries  on 
six  continents.  So  wherever  you 
have  to  be  tomorrow,  chances  are 
we  fly  there  today. 


Lufthansa 


Accrue  or  redeem  miles  in  either  Lufthansa  Miles  &  More"* 
or  United  Mileage  Plus*  when  you  fly  on  Lufthansa  flights 


Information  Processing 


COMPUTERS 
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PCs:  THE  BAHLE 
FOR  THE  HOME  FRONT 

When  the  dust  settles,  which  manufacturer  will  rule  the  family  market? 


Sick  of  Microsoft  Corp.'s  Windows 
95  blitz?  Tired  of  nonstop  ads  for 
multimedia  this,  online  that? 
Bored  by  friends  and  associates 
who  boast  about  their  hot  new  Pentium 
PCs  and  the  cool  new  Web  sites  they're 
finding  on  the  Intemet?  Too  bad.  The 
fall  personal  computer  season  is  just 
beginning,  so  between  now  and  Jan.  1, 
the  world's  PC  makers  will  be  blanketing 
the  mails,  the  airwaves,  and  newspa- 
pers and  magazines  with  hundreds  of 
millions  of  dollars'  worth  of  messages 
aimed  at  getting  some  3.6  million  Amer- 
icans— and  1.6  million  Europeans — to 
buy  new  PCs. 

The  market  for  home  pes,  which  has 
been  the  hottest  growth  segment  of 
the  computer  business  for  two  years,  is 
now  a  critically  important  battlegi'ound 
for  PC  makers.  They  rely  increasingly 
on  fourth-quarter  sales  to  consumers 
to  achieve  their  yearly  numbers — and 
to  make  up  for  slow  growth  in  their 
other  markets.  Compaq  Computer 
Corp.,  the  biggest  PC  maker  of  all,  has 
built  a  $3  billion  business  in  home  com- 
puters from  scratch  since  1993,  and 
companies  ft-om  IBM  and  Digital  Equip- 
ment to  Hewlett-Packai'd  are  eager  to 
do  the  same.  That's  what's  behind  a 
massive  yearend  push  to  get  experi- 
enced PC  owners  to  trade  up  and  con- 
vince a  wider  swath  of  the  public  that 
it's  time  to  bring  the  Information  Age 
into  their  homes,  too. 
"PRETTY  COOL."  The  season  is  already 
off  to  a  r-oai'ing  start.  It  began  with 
the  Aug.  24  introduction  of  Windows 
95,  prompting  millions  of  PC  owners  to 
consider  buying  replacement  machines, 
and  continued  with  stronger-than-ex- 
pected  back-to-school  sales.  Says  Ed- 
ward R.  Anderson,  chief  executive  of 
Dallas  retailer  CompuCom  Systems 
Inc.:  "It  was  like  a  gun  went  off  in 
mid-August,  and  sales  picked  up."  In 
September,  Compaq,  IKM,  Acer,  Hew- 
lett-Packard, and  Dell  Computer  added 
more  fuel  with  new  consumer  models 
featuring  everything  from  special  chips 
for  running  video  to  stylistic  flourishes 


to  make  a  PC  look  at  home  in  your  liv- 
ing room. 

Will  it  work?  Industry  analysts  are 
busy  ratcheting  up  their  fourth-quarter 
sales  forecasts.  They're  now  figuring 
shipments  will  jump  as  much  as  30%, 
not  just  the  20%-plus 
surge  they  had  pre- 
dicted earlier  (chart). 
PC  factories  are  run- 
ning on  overtime. 
And  television  is  be- 
ginning to  gi'oan  un- 
der the  weight  of 
PC  advertising.  The 


company — into  a  Dell  Computer  C 
100-megahertz  Pentium  PC,  with  a 
player,  gi'aphics  and  sound  cards,  a 
inch  monitor,  and  an  ultrafast  28,: 
bit-per-second  modem  to  cruise 
Internet.  "It's  pretty  cool,"  raves 


The  season  is  already 
off  to  a  roaring  start, 
thanks  not  only  to 
Win95  but  also  to  new 
t™^  models  featuring 
P— e^p^^^^^^^^^  everything  from 

multimedia-friendly 
chips  to  chic 
designs 


home-entertainment 
gadget,  a  stereo  for 
pumping  out  the  mu- 
sic of  the  latest  com- 
pact disk,  a  video- 
game machine  for 
Doom  fanatics,  and  a 
cybercruiser  for  eve- 
ry member  of  the 
family. 

For  experienced 
PC  users,  it  isn't  such 
a  hard  sell.  "This  is 
a  product  whose 
abilities  keep  multi- 
plying," says  Andy 
Bose,  vice-president 
at  Link  Resources 
Corp.  This  year,  for 
example,  one  of  the 
hottest-selling  options 
on  Gateway  2000 
computei's  is  a  chang- 
er for  stacking  audio 
CDS.  Such  features 
helped  pei-suade  col- 
lege freshman  Chris 
R.  McFarien  of  Ar- 
hngton,  Tex.,  to  plow 
$3,000— everything 
he  could  scrape  to- 
gether from  a  sum- 
mer job  at  a  phone 


me  Christian  University  student. 
■  faster,  and  you  start  getting 
ible." 

e  tricky  part  for  PC  makers  will 
5nerating  that  kind  of  enthusiasm 
g  miUions  of  new  consumers.  Until 
the  market  has  lai'gely  been  upper- 
le,  white-collar  families  (most  PC 
!holds  have  annual  incomes  exceed- 
50,000).  To  reach  this  year's  sales 
,  the  market  has  to  broaden.  Link 
arces  predicts  nearly  17%  of  home- 
lyers  in  the  next  12  months  will  be 
:imers,  compai'ed  with  10%  in  pre- 
years.  Forrester  Research  Inc. 
the  fastest-growing  segment  of 
rs  will  be  families  earning  from 
00  to  $50,000. 

aching  these  new  customers  will 
ire  savvy  consumer  marketing 


skills.  "Brand  name 
matters  more  and 
moi'e,"  says  Digital 
Equipment  Corp. 
Vice-President  How- 
ard Ehas.  That's  one 
reason  why  IBM  and 
Compaq  this  year 
tapped  consumer 
marketing  specialists 
to  lead  their  home-PC" 
pushes.  Mass  mer- 
chandisers are  enthu- 
siastically joining  in, 
too — loading  up  on 
inventories  of  what  has  now  become  the 
hottest  category  in  consumer  electronics. 
Bradbury  H.  Anderson,  president  of 
electronics  chain-store  Best  Buy  Co., 
says  PCS  now  account  for  38%  of  the 
Minneapolis  company's  sales,  up  from 
26%  two  years  ago. 

LESS  TECHNOBABBLE.  A  bigger  market 
also  means  providing  a  level  of  service 
that  PC  makers  aren't  accustomed  to. 
"Support  is  weighted  highly  in  ternis  of 
value,"  says  Gateway  2000  Inc.  market- 
ing director  Al  Jiazzon.  As  Microsoft 
Corp.  has  already  discovered  with 
Win95,  when  you  suddenly  whisk  neo- 
phytes into  the  disorienting  world  of 
computers  and  computerese,  you  have 
a  lot  of  handholding  to  do.  DesjMte  pains- 
taking preparations,  Microsoft  found 
phone  lines  flooded  with  20,000  calls  a 
day  ft-om  Win95  buyers  (page  114). 
Apple  Computer  Inc.,  long  the 
No.  1  supplier  of  home  PCs  and 
now  No.  2  behind  Packard-Bell 
Electronics  Inc.,  is  hoping  to 
bounce  back  by  de-emphasiz- 
ing all  the  technobabble 
that  can  turn  off  new  buy- 
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ers.  "It's  not  going 
to  be  with  a  pc-cen- 
ti-ic  approach  because 
these  people  aren't 
interested  in  learning 
about  PCS,"  says  Ap- 
ple Chief  Executive 
Michael  Spindler.  Ap- 
ple has  new,  lower- 
cost  Macintoshes  and 
has  added  features 
such  as  one-button 
Internet  access.  It  has 
special  Mac  packages 
for  different  types  of 
consumers,  and  an  Apple  ad  blitz  will 
stress  the  Mac's  simphcity. 

Still,  Apple  could  be  in  for  a  disap- 
pointing Chinstmas.  Consumers  may  in- 
deed respond  to  Apple's  claims  that  Mac 
remains  the  easiest  computer  to  use — 
and  won't  pose  the  kind  of  shake-down 
problems  buyers  may  encounter  with 
Win95.  But  the  Cupertino  (Calif.)  com- 
puter company  made  a  costly  miscalcu- 
lation: It  undei'estimated,  by  as  much  as 
40%,  demand  for  certain  key  compo- 
nents and  will  be  hard  pressed  to  get 
enough  machines  onto  store  shelves  this 
fall.  Alan  Bush,  cliief  executive  of  Tandy 
Corp.'s  Computer  City  chain,  predicts 
that  the  shoilage  will  cost  Apple  dearly. 
"I  believe  the  top  three  selling  brands 
will  be  Packard-Bell,  Compaq,  and  hp," 
says  Bush. 

BEST  BEHAVIOR.  li^M  could  also  find  itself 
on  tliin  ice.  Retailers  were  bumed  last 
Christmas  when  Big  Blue  failed  to  ship 
sufficient  numbers  of  its  Aptiva  pc  line, 
and  many  consider  IBM  on  probation:  If 
it  can't  deliver  hot-selling  machines  in 
sufficient  quantities  this  season,  they'll 
make  room  for  other  brands,  such  as 
NEC  Technologies  and  hp.  ibm  seems  to 
be  on  its  best  behavior.  It  brought  out  a 
new  hne  of  Aptivas  on  Sept.  11  and,  to 
keep  dealers  happy,  began  shipping  sup- 
plies a  month  in  advance.  To  attract 
customers,  it's  buying  ads  on  eveiytliing 
from  Monday  Night  Football  to  Seinfeld 
and  pushing  features  such  as  standard 
28.8-baud  modems  (vs.  the  usual  14.4), 
new  video  capabilities,  and  "theater- 
quahty"  sound.  "It's  a  gi'eat  interactive 
gaming  and  learning  experience,"  says 
Consumer  Div.  Marketing  Vice-Presi- 
dent Michael  Parides,  recently 
lured  to  ibm  fi-om  Compaq. 

Compaq,  which  introduced  a 
new  line  of  home  PCs  on  Sept. 
1.3,  is  pulling  out  the  stops  to 
gi'ab  the  market  lead  fi-om  Pack- 
ard-Bell Electronics  Inc.  It  be- 
gan attacking  the  home-market 
leader's  credibility  last  spring  by 
filing  a  suit  claiming  that  the 
Westlake  Village  (Calif.)  manu- 
facturer ft'audulently  resold  re- 
turned computers  as  new  ma- 
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chines.  Now,  Compaq  is  launching  a  $40 
million  TV  and  print  ad  campaign  touting 
higher-quality  video  and  sound. 

Compaq  is  lavishing  more  and  more 
attention  on  the  home  market,  which  is 
growing  two  to  three  times  as  quickly 
as  the  business-PC  market.  It  has  set 
up  a  special  laboratory  where  research- 
ers observe  consumers  using  prototy]De 
machines  in  various  situations — an 
apartment,  an  office,  and  on  an  aiiplane. 
Compaq  also  is  working  with  Mattel 
Inc.'s  Fisher-Price  to  develop  computers 
that  i-esemble  toys,  for  4-  to  7-year-olds. 
Michael  Heil,  a  former  Sony  Corp.  ex- 
ecutive, who  recently  became  senior 
vice-president  of  Compaq's 
new  consumer  division,  says 
the  company  is  also  paying 
more  attention  to  industrial 
design.  He  plans  to  consult 
vAth  design  leaders  who  in- 
fluence eveiytliing  fi'om  fur- 
niture to  auto  styles. 
DO  THE  DISHES?  Packard- 
Bell,  meanwhile,  is  sticking 
to  the  strategy  that  gained 
it  the  leading  share  last 
year:  Give  consumers  the 
most  "stuff,"  says  Mai  D. 
Ransom,  marketing  vice- 
president.  In  addition  to  all 
the  multimedia  features  of 
last  year's  models,  Packard- 
Bell's  fall  line  includes  such 
goodies  as  a  remote 
control  that  can  turn 
on  the  CD,  control 
volume,  and  retrieve 
phone  messages  from 
the  PC.  Packard-Bell 
also  offers  direct  ac- 
cess to  its  own  pri- 
vate-label Internet 
service. 

New  techno-giz- 
mos  and  splashy  fea- 
tures may  not  be 
what's    needed  to 
push  PCs  into  a  vdd- 
er  market,  though. 
When  it  comes  down  to  it, 
there's  not  much  diffei-ence 
Vjetween  one  100-MHz  Pen- 
tium machine  and  another. 
PC  makers,  therefore,  are 
seeking  other  ways  to  dif- 
ferentiate tlieir  wares.  One 
is  thi-ough  software  to  insu- 
late the  neophyte  user  fi-om 
some  of  the  ugly  realities 
of  running  a  computer. 
Hewlett-Packard,  new  to 
the  home  market,  throws 
in  a  program  called  Per- 
sonal Page  that  rides  on 


top  of  Windows  95  and  lets  customers 
organize  their  applications  in  groups 
represented  by  icons — for  games,  fi- 
nance, and  so  on. 

Anothei-  way  to  differentiate  is  to 
move  beyond  the  standard  putty-col- 
ored PC  box.  Acer  America's  new  Aspu'e 
home-PC  line,  introduced  on  Sept.  5,  for 
example,  boasts  a  cui'vy  design  in  deco- 
rator green  and  charcoal  that  "breaks 
the  Model  T  mentality,"  says  Acer  Pi-es- 
ident  Ronald  Chwang.  Packard-Bell  also 
has  new  shapes — a  wedge  for  corner 
locations  and  a  low-profile  pizza-box 
computer.  "We  think  style  is  a  factor," 
savs  Packard-Bell's  Ransom. 


Tweaking  the  Personal  Computer 


AIRWORTHY 

Compaq 
Computer 
simulates 
the  confines 
of  a  jetliner 
at  its 
Human 
Factors  Lab 


FRIENDLIER 

HP's  new 
toon-laden 
personal  page 
tries  to 
draw  in  the 
whole  family 


This  is  not  to  say  that  the  feati 
wars  are  over.  Compaq,  for  exaii 
will  be  trying  to  convince  custon 
that  the  video  in  its  new  Presai'i' 
produced  with  special  video-process 
chips — is  superioi"  to  video  on  Packa 
Bell  machines,  which  rely  on  spe 
software  to  compress  and  play  back 
eo  data.  IBM,  on  the  other  hand,  use 
combination  of  software  and  hardw 
for  video.  The  challenge,  says  Com 
product  marketing  director  Mark 
Vena,  is  that  "70%  to  80%  of  our 
tomers  don't  know  what  mpeg  [vi 
compression]  is." 

Whether  or  not  consumers  know- 
■■■■■■■■■  care — how  the  sound 
music  got  there,  they  1 
multimedia  pes.  And  Wi 
represents  a  g 
leap  fomard  in 
timedia.  That's  w 
sold  David  J.  Ch 
a  St.  Paul  (Minn.) 
cui'ity  supervisor, 
the  new  operat 
system.  "I  decide 
wanted  a  play-1 
and  now  that  ] 
got   one,   I  sp^ 
most   of  my  t: 
nil  it,"  he  says.  ' 
;;ii-e  of  multime 
also  snagged  Care 
Jones,  a  Santa  CI 
(Calif.)  administrative  p 
sistant  who  just  boughSa 
$2,000  Mitac  PC  "that's 
ing  to  take  me  to  the 
century." 

SHORTAGES.  Between  le 
upgi-aders  and  the  newote- 
ers  to  the  market,  te 
biggest  concern  amongjRS 
makers  is  keeping  up  v^fe 
demand.  "It's  a  great  wc^ 
to  have,  isn't  it?"  says  ]| 
Computer  Corp.  ceo 
chael  S.  Dell.  With  demU 
unexpectedly  liigh  this  ip 
son,  there  are  industrywiS 
shortages  of  con'iEi- 
nents  such  as  meb' 
ly  chips  and  disk 
ves.  That  is  keef^ 
prices  fii-m.  So 
new  featui'es  that  ffi 
raising  the  aver^ 
selling  price  of  kK 
models  by  as  mill 
as  2%.  to  5%,  sir? 
PaineWebber  a 
computer  analyst  S 
chael  Kwatinetz.  j  i 
But  how  long 
the  party  last?  PC  mal^rs 


DECOROUS 

Through  the 
new  hues  of 
its  Aspire 
line,  Acer 
aims  to 
"break  the 
Model  T 
mentality" 


bure  about  to  dive  into  new  ways  of  doing  business^ 


fou  ve  got  a  few  butterflies.  And  plenty  of  questions, 


Fortunately,  thousands  have  done  it  before. 


And  we  can  show  you  their  blueprints. 


Design 


The  challenges  of  moving  to  Manuiactunng 
ways  of  doing  business  are  well  B 
imented.  But  so  are  the  secrets 
iccess.  IBM  has  helped  all  kinds 
jmpanies  design  multivendor  client/server  systems 
elp  them  gain  a  competitive  advantage,  adapt  to 
ige  and  get  closer  to  their  customers.  And  we're 
r  to  shai  e  our  knowledge. 

We've  documented  the 
;riences  of  many  companies  in  our  Client/Server 
sor.  h  s  a  vast  Lotus  Notes'-bascfl  library  of  proven 
tions  that  demonstrates  how  others  have  solved 
ly  of  the  problems  you  face,  and  illuminates  the 
ntial  pitfalls.  It  lets  you  look  at  the  challenge  from 


Company  Data 

e 


Order  Entry 


Can  your  computer  company  do  this? 


every  angle,  to  find  real  solutions 
that  truly  enhance  your  business. 

We're  prepared  to  dive  in  with 
you,  putting  knowledge  int(j  action. 
IBM  is  committed  to  a  wide  variety  of  open  standards, 
so  we  can  help  maximize  your  current  investments  and 
integrate  any  new  technology  you  need.  Whether  it  s 

made  by  IBM  or  anyone  else. 
To  exploit  our  experience, 
call  1  800  IBM-3333,  ext.  JAllO.  Or  visit  our  web  site 
at  http://www.csc.ibm.com  to  find  out  how  we've 

helped  others  meet   —  — 

the  challenge.  Before  —   —  —  —  — '— 

you  make  the  leap.  Solutions  for  a  small  planet " 


orth  America,  please  contact  your  local  IBM  office  The  IBM  home  page  is  located  at  http://www.ibm.com.  IBM  is  a  registered  trademark  and  Solutions  for  a  small  planet  is  a  trademark  of  International  Business  Machines  Corporation  All  otiier  company  and/or  product 

1  trademarks  nr  rpnktPrPrt  traHomarLc  nf  thojr  rocnortiiio  ^^^mnaniof  fF\  AQtK  IRHfl  Pnrnnr-itlnn  All  nnhtt-  mnon.nH 


Information  Processing 


say  the  computer's  ability  to  absorb 
more  and  more  functions  of  other  con- 
sumer-electronics devices  will  keep  ex- 
panding the  market  and  prompting  up- 
grades. Yet  the  penetration  rate 
— expected  to  hit  nearly  50%  of  Amer- 
ican homes  by  1997 — is  going  beyond 
the  levels  where  sales  of  electric  type- 
writers and  video-game  macliines  began 
to  slow. 


Researchers  are  predicting  that  the 
home-computer  market  will  cool  off, 
slowing  to  a  16%  gi-owth  rate  in  1996 
and  12%  in  1997.  Bose  of  Link  Resourc- 
es figures  that  growth  "will  hit  a  wall 
when  penetration  gets  to  65%."  Then 
PC  makers  can  achieve  respectable 
growth  by  focusing  their  efforts  over- 
seas. "On  a  global  basis,  people  say  this 
is  a  device  that  will  be  important  in 


their  lives,"  Bose  says.  Indeed,  ma:e 
researcher  Dataquest  Inc.  predicts  i;i 
the  home-PC  market  in  Europe  sh  i 
jump  49%  this  year.  In  other  \\< 
the  home-PC  blitz  will  remain  a  li 
tech  holiday  ritual  for  years  to  con 
By  Gary  McWilliams  in  Hons 
with  Peter  Burrows  and  Kathy  Ri  I 
in  San  Francisco,  Larry  Armstron\^ 
Los  Angeles,  and  bureau  reports 


START  ME  UP-JUST  TRY 


//  yoti  staH  me  up. 
If  you  staii  me  up,  ril  never  stop 
— RoUing  Stones 

Talk  about  mixed  blessings.  Mi- 
crosoft Corp.'s  advertising  blitz 
for  Windows  95  is  a  major  suc- 
cess. Slick  images  and  the  beat  of 
the  Rolling  Stones  singing  Start  Me 
Up  have  convinced  hordes  of  buyers 
that  computing  just  got  a  whole  lot 
easier.  Win95  sales  boomed  to 
a  I'ecord  1  million  copies  in 
just  four  days  and  triggered 
strong  demand  for  new  com- 
puters and  other  software. 

There's  a  catch,  though.  It 
isn't  just  the  nerdy  "early 
adopter"  crowd  that's  snap- 
ping up  the  new  PC  operating 
system.  And  the  less  savvy 
buyers  ai"e  finding  that  Win9-') 
doesn't  quite  make  computers 
easy  enough.  After-  three 
weeks,  Microsoft's  "help"  lines 
are  still  jammed  with  callers 
who  need  assistance  with  sim- 
ply installing  the  new  soft- 
ware. The  more  vexed  of  busy, 
them  are  posting  another  line 
from  the  Stones  song  on  various 
message  boards:  "You  make  a  gi'own 
man  cry-y-y!" 

WITS  END.  John  J.  Bunish  of  Ogden, 
Utah,  an  Air  Force  major  who  has 
used  computers  for  years,  dashed  out 
to  buy  Win95  in  the  belief  that  his 
5-year-old  son  would  find  it  "quicker 
and  easier"  to  use  than  Microsoft's 
earlier  Windows  program.  Installa- 
tion went  fine,  but  Win95  actually 
made  Bunish'  PC  run  some  of  his 
son's  game  programs  either  slowly  or 
not  at  all.  After  two  nights  of  fid- 
dling, the  boy  was  in  tears  and  the 
father  out  of  patience.  Bunish  re- 
turned the  software.  "The  best 
thing"  he  says,  is  that  Win95's 
"'uninstair  featui'e  works  perfectly." 


To  be  fair,  Bunish'  tale  may  be 
rare.  Larry  Mondry,  CompusA's  exec- 
utive vice-president  for  merchandis- 
ing, says  that  less  than  1%  of  the 
Win95  boxes  sold  by  that  retail  chain 
have  been  returned.  But  since  Aug. 
24,  when  Win95  hit  the  shelves,  Mi- 
crosoft's hnes  have  been  ringing  off 
the  hook,  even  with  1,600  extra  sup- 
port personnel,  many  at  five  outside 
firms,  on  hand.  Early  on,  many  call- 


BUSY:  Microsoft  support  technician 

ei's  got  busy  signals — or  waited  on 
hold  for  up  to  75  minutes.  Mici'osoft's 
own  ratings  of  its  customer  sei-vice 
dropped  from  95%  to  just  77%  of 
callers  satisfied. 

Could  Microsoft  have  prepared 
better?  Its  executives  say  there  was 
httle  more  to  be  done.  Adding  any 
more  people  would  have  meant  lay- 
offs after  peak  demand  had  passed. 
"It's  like  when  the  Olympics  comes 
to  Atlanta,"  says  Deborah  Willing- 
ham,  Microsoft's  vice-president  for 
support.  "Do  you  build  extra  hotel 
rooms  that  won't  be  used  when  the 
Olympics  are  over?"  Now,  Microsoft 
is  shifting  more  staff  to  weekends 
and  the  8  p.m.-to-midnight  shift.  The 
result:  only  sporadic  busy  sigTials  on 


weekdays  and  weekend  waits  of  lesi 
than  60  seconds,  the  company  says. 

Yet  the  number  of  calls  r-emains  i 
nearly  20,000  a  day,  in  part  because 
many  novice  customers  still  need  lot 
of  help  with  Win95.  Some  are  so  ne 
vous  that  they  won't  even  begin  the 
installation  process  until  they  have  i 
Microsoft  technician  on  the  phone. 
But,  says  Fletcher  Emst,  who's  help 
ing  answer  those  calls:  "I  show  then 
something,  and  they  go:  'I  get 
it.  Eureka!'" 

HIT  SHOW.  To  be  sure,  Mi- 
crosoft's Win95  marketing 
campaign  is  aimed  not  only  at 
the  well-seasoned  computer 
crowd  but  at  millions  of  novic- 
es. The  software  giant  is 
spending  nearly  $200  miUion 
on  promotions,  including  a  na- 
tionwide, 30-minute  "info- 
show"  narrated  by  E.  R.^s  An- 
thony Edwards.  That  alone 
attracted  an  estimated  10  mil 
lion  viewers,  many  of  them 
newbies.  "That  was  the  whole 
goal,"  says  Jonathan  Lazarus, 
a  Microsoft  vice-president,  "to 
get  people  to  purchase  soft- 
ware who  hadn't  been  comfortable 
with  it  before." 

People  such  as  Jan  Norton  of  Los 
Angeles,  for  instance.  As  a  consumer 
marketing  consultant,  Norton  knew 
computers  but  had  never  bought  a 
new  operating  system  before.  Based 
on  Microsoft's  pitch,  she  reckoned 
that  installing  Win95  would  be  a 
snap — "like  going  out  and  buying  my- 
self a  $97  blouse  or  a  hot-ftidge  sun- 
dae." In  fact,  it  took  more  than  four 
days  and  the  help  of  a  technically 
minded  fi-iend.  But  now  that  Win95  is 
limning  smoothly?  "I  love  it,"  Norton 
says.  "I  do.  I  have  to  admit  it."  Mu 
sic,  no  doubt,  to  Microsoft's  ears. 

By  Kathy  Rebelk 
in  San  Francisa 
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of  where  the  action 
is  around  the  world 


GLOBAL 


Everyday  business  news  tends  to  be 
made  in  a  handful  of  countries.  Peo- 
ple everywhere  sit  up  and  take  no- 
tice when  Japan,  the  U.  S.,  or  Ger- 
many tinkers  with  interest  rates  or 
a  high-profile  finance  minister  kicks  off  a 
new  economic  program.  Even  the  turf  we 
call  "emerging  markets"  often  seems  con- 


Special  Report 


fined  to  a  few  countries  that  have  caught 
the  attention  of  investors  in  the  past  five 
years  with  a  msh  of  privatizations  or  a 
fledgling  stock  index  that  suddenly  soars. 

But  the  world  economy  is  vaster  and 
more  complex  than  that.  Tectonic  changes 
in  political  regimes, 
more  open  flows  of 
trade  and  capital,  and 
the  spread  of  informa- 
tion technology  have 


still  considered  exotic  by  money  manage i 
in  London  or  New  York. 

The  surprise  in  these  stories  is  that  wl 
fundamental  shifts  in  national  policy  oftei 
laid  the  groundwork  for  economic  growtl 
success  has  come  largely  through  local  in 
itiative.  In  many  cases,  breaking  free  froi 
long  traditions  of  protectionism  and  regujf- 
tion  has  allowed  regions  to  prosper  even 
faster  than  the  nations  to  which  they  be- 
long. For  example,  in  China,  average  gi-»i 
domestic  product  per  capita  is  still  only 
around  $300.  But  in  the  country's  reforni 
minded  provinces,  rapidly  becoming  a  fa- 
tory  to  all  of  Asia,  per  capita  GDP  is  clos 
to  $3,000. 

Still,  there's  no  underestimating  the  im 
portance  of  national  events,  such  as  the 

lapse  of  communisn 
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Russia  or  the  end  o 
apartheid  in  South 
rica,  that  provided 
the  raw  material  foi 


fostered  thriving  new    zealous  individuals  t 


businesses,  often  in  re- 
mote corners  of  the 
globe.  Author  and  for- 
mer McKinsey  &  Co. 
international  consultant 
Kenichi  Ohmae  writes 
that  today's  "natural 
business  units"  are  in- 
creasingly cities  or  re- 
gions rather  than  na- 
tion-states. In  the 
following  pages,  busi- 
ness WEEK  tours  some 
of  the  world's  hottest 
growth    spots — many 
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forge  into  greater 
wealth.  Our  samplin 
of  global  growth  sp( 
leads  off  with  New 
Zealand,  a  country 
where  a  radical  eco 
nomic  overhaul  in  tl 
past  five  years  has 
produced  a  model  oJ 
unfettered  gi'ovvdh. 
But  grassroots  entr 
preneurs  are  busy 
creating  prosperity 
from  the  Ai'ctic  Cir( 
to  Soweto. 
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AUCKLAND,  NEW  ZEALAND 

he  Kiwis  Are 
pen  for  Business 


landing  in  the  checkout  line  at  a 
iupermarket  in  Pakuranga,  a  mid- 
ile-class  subiu-b  of  Auckland,  Kathy 
er  says  her  life  is  much  easier 
!  days  than  when  she  graduated 
college  seven  years  ago.  Back  in 
Parker  and  her  husband,  Jim,  had 
)kl  down  four  part-time  jobs  be- 
n  them  to  make  ends  meet.  Now, 


Jim,  an  architect,  is  enjoying  the  fruits 
of  booming  demand  for  new  housing, 
thanks  to  a  surge  of  new  immigi'ants. 

The  Pai'kers  are  not  the  only  Kiwis  to 
benefit  fi'om  the  revolutionary  refonns 
carried  out  by  David  R.  Lange's  Labor 
government  in  1984  and  continued  by 
the  National  government  of  James  B. 
Bolger,  who  took  office  in  1990.  The  re- 


forms  have  turned  SPEEDING  FREE 

the  nation  mto  a  r,    ^     i  • 

sort  of  laboratory  New  Zealand  IS 

for  fi-ee-market  ex-  riding  a  new 

perimentation.  New  ^^ve  of  tOUrism 
measui'es  complete-        ,  .       ,  , 

ly  overhauled  the  and  investment 

economy,  disman-   from  Asia 
tling  a  complex  set 

of  subsidies,  prohibitions,  and  tariffs — 
originally  intended  to  protect  domestic  in- 
dustry but  in  effect  keeping  New 
Zealand's  economic  gi'owth  and  trade  far 
below  almost  all  other  countries  of  the 
Organization  for  Economic  Cooperation 
(OECD)  during  the  1970s  and  early  1980s. 
Now,  New  Zealand's  economy  is  one  of 
the  world's  least  regulated  and  most 
competitive,  with  the  growth  rates  to 
prove  it  (chart,  page  118). 

Fiscal  and  monetary  discipline  has 
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held  inflation  to  a  legally  prescribed 
range  of  0%  to  2%  and  helped  keep  the 
New  Zealand  dollar  strong  since  1993. 
The  federal  budget  is  loinning  a  siu-plus 
of  $1.8  billion,  or  2.8%  of  gi'oss  domestic 
product.  That  ratio  is  expected  to  rise  to 
7%  by  June,  1998.  And  private  invest- 
ment as  a  percentage  of  gdp  doubled 
fi-om  1987  to  1994,  as  the  combination 
of  fast  gi'owth  and  low  inflation  made 
New  Zealand  assets  highly  attractive. 
JOBS  RESURGENCE.  There's  certainly 
plenty  to  buy.  As  part  of  its  economic 
progi'am,  the  government  has  been  sell- 
ing state-owned  assets  to  anyone  with 
cash.  It  also  relaxed  restrictions  on  for- 
eign ownership  in  New  Zealand  compa- 
nies. Between  1988  and  1994,  about  30 
govemment-mn  companies  and  agencies 
were  sold  off.  For  example,  Ameritech,  a 
consortium  of  U.  S.  telecom  companies 
that  includes  Bell  Atlantic  Coi"|).,  took 
over  New  Zealand  Telecom  Corp.  And 


PRIME  TIMBER 

Foreigners  are 
snapping  up  the 
country's  huge 
forest-products 
industry 


National  Austraha 
Bank  Ltd.  bought 
majority  stakes  in 
the  fonnerly  state- 
owned  Bank  of 
New  Zealand. 

Foreign  inves- 
tors are  snapping 
up  private  compa- 
nies, too.  Food  processor  Watties  Indus- 
tries Ltd.,  a  household  name  in  New 
Zealand,  was  taken  over  by  H.J.  Heinz 
Co.  of  the  U.  S.,  which  plans  to  make  the 
Kiwi  company  the  core  of  its  Asia-Pacif- 
ic operations.  International  Paper  Co. 
bought  50.1%  ownership  in  Carter  Holt 
Harvey  Ltd.,  New  Zealand's  largest 
plantation  forest  owner  and  one  of  the 
largest  forest-  and  building-products 
makei"s  in  the  southem  hemisphere.  And 
many  motels  and  supennarkets  are  now 
operated  by  small  Asian  companies. 

Still,  New  Zealand's  turnaround  was 


NEW  ZEALAND'S  RECIPE  FOR  SUCCESS 


•  Selling  off  state  assets,  including  the  telephone 
monopoly  and  forestry  cutting  rights 

•  AboUshing  subsidies  and  import  controls 


GROSS 
DOMESTIC 
PRODUCT 

PERCENT  GROWTH 


•  Restricting  collective  bargaining  to  allow  more 
labor  and  wage  negotiations  on  a  company-by- 
company  basis 

•  Requiring  the  central  bank  to  prevent  annual 
inflation  from  rismg  above  2% 

•  Turning  a  $1.6  billion  federal  deficit  in  1991  into 
a  surplus  of  $1.8  billion  in  1995,  through  govern- 
ment spending  cuts 


IWTH*  ■  ■ 

I  I  I 


'91 


'92     '93     '94  '95 


•FISCAL  YEAR  ENDING  MARCH  31 
DATA;  NEW  ZEALAND  INSTITUTE 
Of  ECONOMIC  RESEARCH 
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far  from  painless.  Economic  recove  , 
New  Zealand's  principal  export  maiceti 
from  1985  to  1987  offset  the  eari  c 
fects  of  deregulation.  But  from  19' 
1991,  when  nearly  all  farm  subs 
were  scrapped,  unemployment  reai- 
historic  high  of  11%,  and  many  1  , 
ers  were  forced  to  foreclose. 

Now,  manufactuiing  is  picking  iv 
slack.  In  a  country  that  for  decadi 
pended  on  exports  of  lamb,  beef, 
daily  products,  the  manufactuiing  > 
accounted  for  only  2.7%  of  gdp  in 
By  1994,  its  contribution  had  surg( 
25%.  Overall  unemployment  droppi 
6.5%  last  year  and  is  expected  ti 
further.  According  to  the  Ti-ea 
Dept.,  jobs  will  rise  faster  than  gr 
in  the  labor  force  in  the  next  two  \' 
ManufactLU'ers  are  bullish  on  the  fii 
as  capital  spending  shows — up  40 
fiscal  1995  over  the  previous  year. 
LOOKING  EAST.  New  Zealand  alsi 
broadened  its  export  markets,  becoj 
less  dependent  on  Mother  Europe, 
exports  to  the  Eui'opean  Communit; 
fi-om  62%  in  1966  to  15%  in  1994,  ' 
Asia  has  emerged  as  the  largest 
ket  for  Kiwi  products.  "We  ai'e  no  Ic 
Britain's  overseas  farm,"  says  I 
Lund,  investment  promotion  offig 
the  Ministiy  of  Foreign  Affairs  &  1] 
That's  in  part  because  New  Zeali 
latest  investors  often  ai"e  aiming  at  l 
customers.  Japan's  Shiseido  Co.  has 
a  plant  in  Auckland  to  manufacture 
metics  for  the  Asian  market,  and  Jd 
Itoham  Foods  Inc.  set  up  a  new  conj 
to  produce  the  gi"ain-fed  beef  that  J 
nese  love. 

Indeed,  with  Asia  accounting  for 
than  50%  of  New  Zealand's  trade  a 
steady  inflow  of  Asian  immigrants^ 
dents,  and  tourists,  the  country's  e( 
my  will  largely  be  shaped  by  the 
nomic  envii'onment  in  such  countri 
Japan,  Korea,  and  Taiwan.  For  exa 
Korea  has  now  overtaken  Brita 
New  Zealand's  No.  4  export  mark 
August,  according  to  Michael  Ste 
vice-chairman  of  the  New  Zealan( 
rea  Business  Council  in  Wellington, 
ior  executives  from  Korea's  Hyu; 
Kumho,  and  Daewoo  groups  visited 
Zealand  to  scope  out  new  investme 

The  trend  has  some  Kiwis  uneasy, 
lowers  of  Winston  Peters,  founder  o 
nationahstic  New  Zealand  First  p 
believe  the  government  should  no 
foreignei-s  ixin  away  with  so  many  ai 
Others,  such  as  Jim  Anderton,  hei 
the  centei-left  Alliance  party,  wai 
increase  welfare  spending  and  roll 
some  market-oriented  reforms.  But 
Kiwis  have  probably  come  too  far 
the  days  of  high  unemployment  and 
rosive  inflation  to  turn  back  now. 

By  Laxmi  Nakarmi  in  Auck 
and  Wellington 
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SUBIC  BAY,  PHILIPPINES 


Port  Prospers 
I  Civvies 


litors  to  Richard  Gordon's  office 
in't  miss  the  photo  of  him  fishing 
nth  Phihppine  President  Fidel  V. 
s.  The  caption  underneath  says, 
hing  big  fish  at  Subic." 
a  pretty  good  description  of  what 
lief  of  Subic  Bay  Freeport  is  doing 
days.  Federal  Express,  at&t,  En- 
md  Acer  are  just  a  few  of  the 
inies  that  Gordon  has  pulled  into 
inrier  U.  S.  Navy  base.  Since  the 
pines  launched  the  fi"ee-trade  zone 
2,  pushing  out  American  troops,  it 
red  more  than  $1  billion,  becoming 
f  the  hottest  investment  sites  in 


ability  to  cut  through  the  torturous 
red  tape  of  Southeast  Asia.  Subic  al- 
lows unhmited  duty-free  imports  and  a 
hassle-free  export  system.  "It's  really 
very  impressive,  and  as  fast  as  Tai- 
wan," says  Kenny  Wang,  deputy  gener- 
al manager  of  Taiwan  computer  giant 
Acer  Inc.'s  plant  in  Subic. 
oir  UAiii  How  fast?  Two 

An  ex-U.S.  base,  opened  its  $24  mil- 
Subic  is  luring      lion  factory  in  a 

the  likes  of  Acer  5°™.""  ^old-storage 

lacihty,  it  export- 


and  AT&T 


ed  3,200  computer 


"Subic  has  acquu'ed  a  life  of  its 
says  the  50-year-old  former  may- 
Olongapo,  the  town  just  outside 
s  gates. 

■eign  investors  see  a  lot  that  pleas- 
?m.  They  rave  about  the  port's 
natural  harbor,  its  modem  infra- 
ure,  and  the  large  pool  of  skilled, 
>h-speaking  laborers  who  work  for 
limum  wage  of  about  .$6  a  day. 
1  far  lower  than  in  Singapore  and 
Kong.  Subic's  office  space,  land 
,  and  cost  of  living  are  a  bargain, 
vhen  compared  with  those  rivals 
).  Other  attractions  include  unlim- 
>rofit  repatriation  and  low  corpo- 
axes. 

:  the  biggest  draw  of  all  is  the 


LIFE'S  CHEAPER  AT  SUBIC 


ITEM 

SUBIC 

SINGAPORE 

QUART  OF 
ORANGE  JUICE 

$1 

$2 

CUP 

OF  COFFEE 

$1 

$3 

LOCAL 

NEWSPAPER 

0.25 

0.45 

FOREIGN 
NEWSPAPER 

$1.40 

$2.10 

BUSINESS 
LUNCH 

$15 

$23 

DATA,  BUSINESS  WEEK 


motherboards.  Now,  the  world's  No.  7 
computer  maker  is  planning  to  build 
complete  PCs  and  open  a  global  repair 
center  at  the  port.  Acer's  Subic  unit 
wiW  have  annual  sales  of  $200  million 
in  1996,  its  fii-st  full  year  of  operation.  If 
all  goes  according  to  plan,  in  five  years 
it  will  employ  more  than  19,000  people 
and  record  annual  sales  of  at  least 
$1  biUion. 

GAMBLING,  TOO.  Such  dynamism  is  evi- 
dent everywhere.  In  a  converted  Subic 
warehouse,  a  Taiwanese  company  pumps 
out  180,000  pairs  of  Reebok  shoes  a 
month.  In  September,  FedEx  will  begin 
flying  daily  from  a  former  Navy  air- 
strip up  the  road — part  of  a  $100  miUion 
project  to  tum  Subic  into  its  regional 
hub.  Another  Taiwanese  group  is  put- 
ting up  a  750-acre  industrial  park  for 
companies  that  will  make  everything 
from  gamnents  to  food. 

Meanwhile,  Malaysian  gaming  com- 
pany Metroplex  Berhad  is  doing  a 
booming  casino  business,  and  its  hotel  is 
booked  sohd  on  weekends  for  months 
in  advance.  As  more  resorts  go  up, 
Asian  tourists  are  expected  to  rush  to 
enjoy  Subic's  clean  air,  blue  water,  and 
recreational  activities  that  range  fi'om 
golf  to  hiking  thi-ough  vir-gin  rain  forest. 

Taken  together,  the  investments  are 
not  only  reviving  the  port  but  giving  a 
boost  to  a  growing  economic  recoveiy  in 
the  PhiUppines,  which  is  trying  to  erase 
its  image  as  the  deadbeat  of  Asia.  When 
the  fi-ee  port  opened  in  1992,  the  coun- 
try's gi'oss  national  pi'oduct  was  gi'owing 
at  1%  a  year  This  year,  growth  is  ex- 
pected to  reach  6%.  Foreign  investment 
in  the  Philippine  stock  market  has 
jumped  322%,  to  .$2.4  billion  last  year 

To  be  sure,  growth  on  this  scale  has 
created  some  problems.  Subic's  supply  of 
suitable  buildings  for  factories  is  nmning 
low,  as  is  the  pool  of  skilled  labor.  Many 
of  the  42,000  base  workers  who  lost 
then*  jobs  when  the  Americans  left  were 
trained  for  ship  and  poit  operations, 
not  sewing  shoes  and  waiting  on  tables. 
It  can  also  be  difficult  to  get  around. 
The  road  leading  to  Manila  is  winding 
and  narrow.  During  the  four-month  wet 
season,  it's  often  choked  with  volcanic 
ash  from  the  1991  Mt.  Pinatubo  erup- 
tion. The  drive  to  the  capital  some  50 
miles  away  takes  at  least  three  hours — 
longer  if  it  rains. 

The  port  is  trying  to  tackle  these  dif- 
ficulties. A  new  company  called  First 
Phihppine  Infi-astr-ucture  Development 
Cor-p.  is  building  a  $21  million  highway 
that  will  connect  the  base  to  a  planned 
$500  miUion  Subic-Manila  expressway. 
The  project  is  expected  to  be  completed 
in  1998.  The  base  authority  has  launched 
progr-ams  to  retr-ain  prospective  employ- 
ees. And  Gordon  also  says  skilled  work- 
ers from  surrounding  ai'eas  have  be- 
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gun  gi-avitating  to  the  base  for  jobs. 

While  handling  Subic's  gi'owth  is  chal- 
lenging, the  task  seems  to  pale  com- 
pared with  the  turnaround  Gordon  and 
others  undertook  after  the  U.  S.  Navy 
left  its  lai'gest  overseas  militaiy  installa- 
tion in  November,  1992.  The  Phihppines 
officially  launched  the  free  port  the  veiy 
day  U.  S.  troops  left.  Gordon  galvanized 
local  support  by  con\aneing  towTispeople 
their  fate  was  tied  to  the  base.  Some 
8,000  volunteers  toiled  to  keep  the  base 
in  working  order,  guard  its  facilities 
fr-om  would-be  looters,  and  show  poten- 
tial investors  around. 
HEARD  IT  BEFORE.  After  the  Woi-ld  Bank 
pitched  in  with  a  development  plan  and 
a  .$40  miUion  loan  for  infi-astnictiu-e  de- 
velopment, Gordan  began  circhng  the 
globe.  He  peddled  the  plan  to  skeptical 
investors  ah-eady  tir'ed  of  hearing  about 
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"econoinic  miracles"  in  the  Philippines 
that  never  quite  took  off. 

Two  eaiiy  investments  helped.  En- 
ron Coi-p.  in  Houston  sank  $115  million 
into  a  joint  venture  with  Rizal  Com- 
mercial Banking  Corj).  and  House  of  In- 
vestments, two  companies  owned  by  Al- 
fonso Yuchengco,  PhiUppine  ambassador 
to  Japan.  The  venture  nms  the  base's 
16-megawatt  power  plant  and  a  new 
116-megawatt  facility.  And  AT&T  entered 
a  venture  to  install  and  run  an  interna- 
tional communications  gateway. 

Regional  politics  also  played  a  role. 
Taiw^an  was  looking  for  an  investment 
site  to  hedge  the  money  it  was  poiuing 
into  mainland  China.  After  an  intense 
lobbying  effort  by  the  Ramos  adminis- 
tration, many  Taiwanese  found  their  al- 
ternative at  Subic.  Taiw-an's  official  de- 
velopment bank  lent  .$23. .5  million  to 
help  develop  an  industiial  park.  Now, 
Taiwanese  companies  make  up  about 
one-third  of  the  181  with  committed  in- 
vestments in  Subic.  Gordon  is  hoping 
Hong  Kong's  reversion  to  China  in  1997 
will  help  woo  companies,  too. 

Subic  will  get  a  major  boost  in  No- 
vember, 1996,  when  it  hosts  the  Asia- 
Pacific  Economic  Cooperation  forum. 
The  Philippines  hopes  to  showcase  the 
port's  develoi)ment  during  the  meeting 
of  leaders  fi'om  the  18  AVEC  countries, 
including  the  U.  S.,  Japan,  Canada,  and 
Austraha.  The  summit  may  raise  Gor- 
don's personal  pi'ofile,  too.  While  he 
says  that  developing  Subic  is  his  first 
priority,  he  is  often  mentioned  as  a  pos- 
sible candidate  in  the  1998  presidential 
elections.  If  he  keeps  reeling  in  the 
companies  at  the  port,  he  may  soon 
have  bigger  fish  to  fry. 

By  Michael  DiCicco 
in  Subic  Baij  Freepoti 


OULU,  FINLAND 


In  the  Cold  and  the  Dark, 
High-Tech  Heat 


It's  a  luiiii  iwk  to  Oulu,  Finland,  a 
Nordic  village  some  800  kilometers 
fi'om  Helsinki  and  only  2;30  kilometers 
from  the  Arctic  Curie.  But  this  outpost 
attracts  a  stream  of  visiting  Japanese 
and  American  technology  execs.  Some 
even  stay  for  good,  despite  the  long  win- 
ters. The  attraction:  Oulu  Technopohs, 
the  world's  northernmost  science  park 
and  home  to  the  world's  best  telecominu- 
nications  and  electronics  technology. 

Oulu's  success  is  the  result  of  years  of 
planning.  Since  the  early  1980s,  Finland 
has  pushed  to  make  high  technology  the 
center  of  its  economy,  replacing  wood 
pulp  and  paper  products.  Cellular-ph(jne 
star  Nokia  Corp., 
whose  stock  has  risen 
over  2,000%  since 
1992.  is  the  coimtry's 
best-known  success 
story.  But  it's  only 
one  of  many  Finnish 
technology  pioneers. 
Oulu  alone  has  100 
startups  in  fields  from 
software  and  sensors 
to  optoelecti'onics  and 
lasers,  generating 
more  than  $1  billion 
in  annual  sales. 


MAGiGTOUGI 

A  decade  ag 
hightech  n 
up  only  4%  o 
exports.  No\' 
it's  nearly  2 


NORWAY 


SWEDEN 


Today,  nearlx'  a 
fifth  of  Finland's 
exports  are  high- 
tech gadgets,  up 
from  only  4%  a 
decade  ago.  The 
nation's  new  gloss 
was  partly  ob- 
scured by  a  painftil 
recession  and  binital  economic  res 
tming  in  the  early  1990s.  Deep  ci 
the  welfai-e  -^tate  and  coi-porate  dov 
ing  left  20%  of  the  labor  force  job! 
TURNAROUND.  Now,  while  unemploj 
remains  high  in  basic  industry,  tecl 
gy  companies  are  expanding  ra; 
/  That,  combined 

a  turnaround  ii 
per  and  pulp,  i 
pected  to  boost 
land's  gross  nal 
product  by  6% 
year — the  stroi 
gTowth  rate  in 
rope.  The  Finni 
meanwhile,  has 
the  world's  sec 
strongest  cun 
for  the  past 
months,  after  the 
Finland's  tmiia> 
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Because  of  Dodge 
epid's  cab -forward 
'gn,  you  won 't  find  the 
dshield  in  the  usual 
:e.  Its  leadhig  edge  is 
>ed  forward  and  down, 
nhance  visibility  and 
idynamics. 

The  wheels  are  pushed 
ard  the  comers,  for 
Iter  stability  and 
eased  interior  room. 
And  this  year  many 
ures  that  were  options 
standard.  So  now  the 
e  of  a  well- equipped 
?pid  may  be  lower 
I  you  d  expect. . .  while 
le  value  is  higher  than 
^us,  Lumina,  Camry 
every  car  in  its  class^ 


Except  for 
the  windshield, 

the  wheels 
and  the  price, 

things  are 
pretty  much 
where  you'd 
expect  them 
tobe. 


$18,995: 

well- equipped 

•  Standard  3.3L, 
sequential  EFI  V-6 
engine,  161  hp 

•  Standard  speed  control 

•  Standard  power  windows 

and  door  locks 

•  Standard  16  "  touring  tires 

•  Standard  fog  lamps 

•  Standard  power  heated 

outside  mirrors 

•  Standard  airbagsfor 
driver  and  front  passenger 

•  Standard  air  conditioning 

•  Standard  AM/FM 
cassette  and  center 

console  with  storage 

•  More  passenger  room 
and  trunk  space  than 

Taunts,  Lumina  or  Camry 

•  Better  resale  value 
record  than  Taurus, 
Lumina  or  Camry^ 

•  Customer  One  Care'" 
3-\ear  or  36,()()()-mile 

bumper-to-humper 
warranty  and 
3/36  Roadside  Assistance'^'^ 

•  For  still  more  information, 
call  1-800-4-A-DODGE. 


fitrepid  H  The  New  Dodge  \ 

JL  ^51^      A  DIVISION  OF  THF  CHRY.SIFR  rORPORATIDN  S 


-1-  A  DIVISION  OF  THE  CHRYSLER  CORPORATION 

Always  wear  vour  seal  befr.    'Includes  destination.  Base  MSRP  excludes  tax  &  color  shown. 
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is  "an  incredible  five-year  success  sto- 
ry," says  Gordon  Johns,  manager  of  the 
S170  million  Kemper  Global  Income 
Fund,  S'^  of  which  is  invested  in  Finland. 

But  the  Firms  aren't  just  selling  tech- 
nolog\-  abroad.  Finland  is  one  of  the 
most  wii-ed  nations  on  earth,  with  more 
advanced-telecommunications  networks 
and  Internet  users  per  capita  than  either 
the  U.  S.  or  Britain.  Most  companies 
have  already  switched  from  traditional 
local-area  networks  to  new  broadband 
networks  geared  to  carr\-  voice,  data. 
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and  \ideo.  Corporate  multimedia  sende- 
es also  are  taking  off. 

In  some  ways,  it's  not  mysterious  that 
advanced  telecommimications  have  flour- 
ished in  this  remote  northern  land.  In 
the  late  19th  century,  Finns  developed 
hundreds  of  local  phone  companies  to 
guard  against  interference  by  Russian 
czars  who  controlled  Finnish  temtorv^ 
Although  they  still  enjoy  a  monopoly 
over  local  phone  service,  47  local  phone 
companies  banded  together  to  challenge 
state-owned  Telecom  Finland's  monopo- 
ly on  long  distance  in  1994.  Within  four 
days  after  they  were  allowed  to  com- 
pete, they  seized  60%  of  the  market. 
Finland's  phone  rates  are  now  among 
the  world's  lowest. 

MULTIMEDIA.  Finland  also  boasts  the 
most  advanced  telecommunications  in- 
frastracture  anj-where.  Using  asynchro- 
nous transfer  mode  (atm)  technology' — a 
new  standai"d  for  combining  \ideo.  voice, 
and  data — networks  can  transfer  infor- 
mation 15  times  faster  than  traditional 
local-area  networks.  Telecom  Finland  of- 
fers commercial  multimedia  senices  over 
its  network  at  rates  as  low  as  a  10th  of 
those  in  the  U.  S.,  Britain,  and  Europe. 

Local  startups  are  working  hard  to 
stay  on  the  cutting  edge.  Three-year- 
old  Oulu-based  Elektrobit  Ltd.  pioneered 
the  world's  first  entii'ely  cellular  office 
and  is  launching  the  first  cellular  pay 
phone.  Perhaps  most  important,  tradi- 
tional industries  have  also  undergone  a 
technological  overhaul.  Even  steel,  paper 
and  pulp  makers  ai'e  churning  out  ad- 
vanced electronic-s,  fi'om  laser  measuring 
de\ices  to  sensors  and  software. 

Of  course,  in  a  place  like  Oulu,  which 
has  a  population  of  just  100.000,  there 
are  some  unusual  twists.  While  the  re- 
gion's 4,000  engineers  toil  in  sophisti- 
cated labs,  most  impoitant  decisions  are 
made  in  the  sauna.  "It's  like  golf  in  oth- 
er countiies,"  says  Pertti  Huuskonen, 
president  of  Oulu  TechnopoUs  Ltd.  It 
seems  extreme  cold,  heat,  darkness,  and 
isolation  can  be  powerful  catalysts  for 
innovation. 

By  Gail  Edmondson  in  Helsinki 


BOMBAY 


'Bollywood'  Breaks  Into 
the  Big  Time 


Atop  a  misty  hiU,  rain  falls,  turning 
the  heroine's  sari  into  a  clingy  wrap. 
She  lip-s\Tichs  to  music  while  the 
hero,  in  a  billowy  shirt  and  tight  pants, 
chases  her  playiijlly  across  the  grass. 
They  dance  provocatively,  and  he  clasps 
his  arms  about  her  She  slithers  away. 
Such  a  scene  takes  place  in  almost 


eveiy  Indian  movie.  Arnl  there  are  a 
lot  of  them.  With  800  produced  a  year, 
India  chums  out  at  least  twice  as  many 
films  as  Hollwood,  and  revenues  top 
SI  billion  a  year  Yet  India's  Bombay- 
based  mo\ie  business — nicknamed  Bolly- 
wood— has  long  been  known  for 
schlocky  films,  an  army  of  independent 
producers,  and  a  barely  functioning  dis- 
tribution system. 

Now,  Bollywood  is  undergoing  a  dra- 
matic face-lift.  Spurred  by  competition 


from  dubbed  versions  of  such  fly 
Western  hits  as  Jurassic  Park 
Speed,  Bollwood  is  rushing  to  t-i 
the  era  of  high-tech  films.  Proclii 
are  founding  new  companies,  boi'- 
their  marketing,  and  seeking  new 
es  of  financing. 

One  of  the  key  new  players  is  .- 
tabh  Bachchan 
superstar  actoi- 
ing  the  1980>, 
^plt  launched  a  nev 

and  entertain: 
company  in  M 
Star  cachet  h- 
him  pull  in  Sin 
lion  from  fina: 
institutions — 
thing  no  one  u 
Indian  mo\ie 
ness  had  don* 
fore.  Now,  ot 
are  following 
Bachchan's  : 
steps,  turning 
production  and 
jjroduction  h 
f^s  into  legitii 
curporations. 
SOFTWARE.  M 
while,  camera - 
rolling  for  the 
BoUj^vood  hiigl.- 
films.  CMM  Lt<i 
18-month-old 
cial-effects  comiii 
backed  by  such  a 
warts  as  State  1 
of  India,  has  h  ' 
more  than  SI 
lion  w'Orth  of 
ware  and  hard' 
from  Silicon  Gi 
ics  Inc.,  the  M 
tain  View  (C 
computer  con. 
ACTION'  whose  special-t: 

^.        '  ,    equipment  is 

Cineplexes  and        nearly  e 

high-tech  effects  Hollywood  St 

areonthewav    The  technoio,^ 

key  to  a  still-  > 
tied  film  featming  Indian  megastar 
Rukh  Khan  in  a  double  role,  allc 
him  to  appear  with  himself  in  the 
scene.  Silicon  Graphics  is  Uning  up 
er  clients  in  India  as  well. 

To  earn  more  money  on  its  prod 
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O         K         L  D 


B         U         S  I 


NESS 


C         L         A  S 


I  only  a,sk  lv\'<)  things  wlien  [  fl\:  How  much  time  can 
I  save?  And  how  ctjnifortai^ie  can  I  i^e? 

Wliich  is  w  hy  I  like  Workl  Business  Class "  From  Northwest 
Airlines  antl  KLM.  The  Northwest  huh  in  Detroit  helps  me 
connect  to  Asia  two  or  three  hours  taster  than  other  airlines. 

And  they  give  business  flyers  like  me  more  space. 
They've  added  legroom,  reclincLl  the  seals  further,  and  that 
really  helps,  sleeping-wi.se.  More  than  aLlequate  for  someone 
my  size,  anel  fm  six  three. 


My  business  phikxsophy  is  no  big  secret.  \bu  have  to  stay 
one  step  aheatl.  "loLi've  got  to  continually  look  for  aLlvantage. 

And  time- travel-saving  several  hours  or  even  half  a  day- 
is  a  big  one. 


»— % 


Schedule  comparisons  are  based  on  OAG*  (Official  Airiine  Guide) 

schedule  information  available  3/15/95  for  on-line  service  the  week  of  6/15/95 

©1995  Northvi'est  Airlines,  Inc.  Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses  W 


NORTHWEST 


AIRLINES 


Some  people  Just  know  how  to  fly 


I  .800.447.4747 


GET  PENTIUM 


Satellite  Pro 


Pentiiim'  Power: 

Tlie  f.uper-quKk  rcntium  processor  is 
dfsiyned  specifically  tor  notebooks  and  is  en^jineered  to 
perform  91%  faster  than  75MHz  Intel  DX4  "  processors. 


GET  CD-ROM. 


CD-ROM  to  Go: 

The  power  ot  multimedia  is  all  packed  up  and 
reaily  to  ,t;o.  The  Satellite  Pro'  400CDT  comes  with  an 
integrated,  modular  Quad-Speed  CD-ROM  drive  that  you 
can  swap  with  the  floppy  dri\-e  in  secondst  Or  plufj  in  the 
floppy  drive  externally  and  use  both. 


GET  GOING 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 


The  New 
Satellite  Pro™ 
with  Modular 

CD-ROM. 


(Oi 


Lithium  Ion  Battery: 

Toshiba's  long-life  Lithium 
Ion  liattery  provides  inany  hours 
of  power  while  you  travel 


Enhanced  Port  Replicator: 

Now  you  only  need  one 
computer.  The  new,  optional 

Enhanced  Port  Replicator 
provides  two  Type  111  PC  Card 
slots,  and  allows  one-step 

connection  to  yout 
desktop  environment. 


Built-in  Power  Supply: 

A  built-in  power  supply  means 
you  don't  have  to  cany  a  bulky 
external  AC  adapter, 
Tliis  slim  power  cord  is  all  you  need 


MS! 


anei 

IIIV! 


FEATURES: 
400CDT; 

•  10.4"  liia.  color  active  matrix  display 

•  Integrated  mixluiar  Quad-Speed  CD-RC  ftil) 
•Modular  3.5"  FDD  included 

400CS*: 

•  10.4'  di.i.  I'il'T  Ju.il-scan display 

•  IntecT.iteJ  niodiil.,i  i  S"  FDIl 

•  Optional  miidul.irQii 

BOTH  MODELS: 

•  75MHr  Pentium'  processor U.^v) 

•  Supports  24-bit  true  color 
(16.7  million  colors) 

•  810  Million  Bytes  (=772MB)  HDD 

•  8MB  EDO  RAM  expandable  to  40M 

•  VLIocal-hus  video 

•  Two  stacked  PC  Card  slots 
(two  Type  II  or  one  Type  111) 

•  PluK  and  Play  connectivity 

•  Sound  Blaster"  Pro  compatible, 
.WAVand  MIDI  sound  support 

•  AccuPoint'"  integrate^! 
pointing  device 

•  Toll-free  Technical  Support  — 
7  days  a  week. 
24  hours  a  day 


MICROSOT. 
WINDCWS. 

REAOT-Tl>ftUN 


Htl 

rse 


si," 

«rfi 
pro 
Iter; 


pentiunr 


Call  1-800-457-7777 
for  more  information  or 
dealer  near  you. 


In., 
tech 


All  specifications  and  availabilny  are  subied  to  change  t400CS  comes  with  the  modular  FDD  only  A  Quad-Speed  CD-ROM  is  available  as  an  optional  upgiade  *The  400CS  is  sold  at  selected  retailers  as  the  405CS  with  adliit 
pre  installed  software  (&  1995  Toshiba  America  Information  Systems,  inc  All  products  indicated  by  trademarli  symbols  are  trademarked  and/or  registered  by  then  respective  companies  The  Intel  Inside  logo  is  a  trademark  of  Intel  Ci 


rood  is  revamping  its  distribution 
1.  In  the  past,  producers  have  sold 
ilms  to  a  large  number  of  distrib- 
for  a  flat  rate,  sharply  limiting 
ticome.  Now,  Modi  Films — owned 

Indian  conglomerate  of  the  same 
-is  creating  a  distribution  system 
ill  provide  producers  with  a  shai-e 

box-office  take.  The  company  is 
ig  from  its  venture  to  distribute 
!  films  in  India. 

first  big  success  of  the  new  Bol- 
l  is  WJio  Am  I  to  You?,  a  musical 
cuses  on  two  weddings.  Thanks  to 
raditional  plot  and  effective  mar- 
it's  India's  biggest  hit  ever.  Play- 
r  nearly  a  year,  the  film  has 
d  more  than  $30  million,  a  phe- 
al  amount  in  a  countiy  where  the 
;e  moviegoer  pays  65(2  admission 
e  average  movie  makes  about  $3 
— barely  what  an  art-house  film 
in  the  U.  S. 

)  Am  I  to  You?  abstains  from  the 
violence  of  most  Indian  films.  To 


NSIDE  INDIA'S  MOVIE  BIZ 


OF  A  MOVIE  $1-2  million 

INGS  OF  A  STAR 

D  $1  million  per  film 

AGE  BOX  OFFICE  TAKE 

million  per  film 

DATA;  BUSINESS  WEEK  ESTIMATES 


ittendance,  the  producers  decided 
t  releasing  it  on  videocassette. 
jiy  moviegoers  have  seen  it  three 
•  times.  The  producers  also  chose 
st  movie  halls  to  show  the  film 
,d  them  specially  decorated.  Some 
rs  even  gave  out  flowers, 
iiences  appreciated  their  efforts. 
13,000  theaters  have  long  been 
for  their  litter,  broken  seats,  and 
dous  sound.  But  with  the  release 
assic  Park  last  year,  "everything 
;d,"  says  M.  K.  Ramakrishnan,  a 
r  in  R&s  Electronics,  Indian  dis- 
3r  for  Dolby  Laboratories  Inc., 
provides  stereo  sound  systems 
iters.  R&s  has  sold  50  Dolby  sys- 
md  expects  to  nearly  double  that 
rend.  Meanwhile,  Modi  Films,  in  a 
'enture  with  United  Artists  Pic- 
Inc,  is  spending  more  than  $75 
I  to  build  10-screen  cineplexes  in 
jor  cities. 

a  result,  movie  audiences  are  on 
:e  after  dechning  for  a  few  years 
:he  advent  of  cable  TV.  Foreign 
nay  be  popular,  but  Bollywood  is 
)n  grabbing  at  least  90%  of  the 
t.  So  along  with  lip-synched  love 
,  Indian  audiences  will  soon  see 
3ch  adventui-e  and  science-fiction 
Loo. 

y  Sharon  Moshavi  in  New  Delhi 


NEW  YORK  GITY 

Cyberspace 
on  the  Hudson 


The  digital  gold  rush  is  here.  Sudden- 
ly, everyone  fi'om  publishing  and  en- 
tertainment giants  to  advertising  and 
music  moguls  are  clamoring  for  new  me- 
dia— ^the  audio,  video,  and  gi-aphical  "con- 
tent" for  CD-ROM,  film,  and  online. 

That  digital  thirst  is  sparking  a  burst 
of  creative  activity  across  the  countiy — 
in  San  Francisco,  Seattle,  and  Austin, 
for  starters.  But  nowhere  is  the  ground 
as  fertile  as  in  New  York.  Hundreds  of 
tiny  companies  started  by  artists,  film- 
makers, and  musicians  have  sprouted  up 
in  the  past  two  yeai's — with  names  such 
as  Razorfish,  Pseudo,  and  Need  2  Know. 
These  hopefuls  join  a  handful  of  some- 
what better-known  pioneers,  such  as 
Voyager  and  Music  Pen,  seeking  their 
fortunes  in  a  giitty  stretch  of  lower  Man- 
hattan known  as  Silicon  Alley. 
"EDGE."  New  York  New  Media  Assn., 
foiTned  a  year  ago  to  galvanize  the  new- 
media  community,  has  seen  its  member- 
ship swell  to  1,500  people  representing 
1,000  companies.  Its  monthly  "cybereuds" 
get-togethers,  once  intimate  affah's  host- 
ed in  company  offices,  now  regularly 
draw  crowds  of  several  hundred. 

What  brings  these  brave  souls  to  New 
York,  with  its  harsh  rents,  high  taxes, 
and  outdated  buildings?  "It  has  to  do 

r„rt«^  VIRTUAL  IVORIES 

says  Jerry  Michal-  Tin  Pan  Alley 

ski,  managing  edi-  intersects  with 

tor  of  Release  1.0,   o-i-  »ii 
a  newsletter  for   ^>»l(^on  Alley 
the  digiterati.         at  Music  Pen 


It  also  helps  that  New  York  is  the 
ti'acUtional  power  base  for  publisliing,  en- 
tertainment, and  advertising — the  indus- 
tries whose  confluence  powers  new  me- 
dia. Vhtually  all  of  the  media  giants  have 
new-media  units,  but  most  still  look  to 
smaller  outfits  for  creative  skills.  "Wheth- 
er you  are  a  small  company  or  an  inde- 
pendent contractor,  it  behooves  you  to  be 


Special  Report 


in  New  York,"  says  Gene  DeRose,  pres- 
ident of  Jupiter  Communications  Inc.,  a 
market  researcher  in  Soho. 

City  planners  are  doing  their  part  as 
well.  Mayor  Rudolph  W.  Giuliani  has 
drafted  a  revitalization  plan  that  offers  a 
series  of  incentives,  including  deep  tax 
cuts  and  energy-cost  savings,  to  attract 
and  retain  small  businesses  in  lower 
Manhattan.  The  state  senate  is  expected 
to  approve  it  at  a  special  Oct.  11  session. 
Plus,  a  venture  fimd  eaimai-ked  for  new 
media  has  been  set  up  by  the  city. 

But  the  core  of  New  York's  efforts  is 
the  InfoiTnation  Technology  Center,  a  31- 
floor  building  equipped  with  high-speed 
fiber  optics  that  will  provide  facilities  for 
dozens  of  new-media  companies  when  it 
opens  this  fall — in  the  former  headquar- 
ters of  Drexel  BiuTiham  Lambert  Inc., 
the  defunct  icon  of  New  York's  go-go 
years.  The  symbolism  isn't  lost  on  the 
Center's  city  and  coiporate  backers,  who 
hope  Silicon  Alley  will  yield  gold  yet. 

Bij  Amy  Coiie^ip  iv  Neiv  York 
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SOWETO.  SOUTH  AFRICA 


Brisk  Business 
in  the  Townships 


It  was  highly  symbolic:  When  the  map 
of  Johannesburg  was  redrawn,  the 
black  foiTTier  township  of  Soweto  was 
sketched  in  as  part  of  the  business  cen- 
ter. Most  whites  have  never  ventured 
into  the  township — known  for  crime, 
squalor,  and  antiapartheid  protests.  Yet 
these  days,  white  accountants,  bankers, 
and  retailers  are  swallowing  theii"  fears 
and  heading  in  that  direction. 

The  i-eason  is  simple:  Soweto  and  oth- 
er such  townships  are  where  the  eco- 
nomic action  will  be  in  the  new  South 


Special  Report 


Afnca.  Demogi-aphers  predict  a  rapid 
shift  in  spending  power  to  the  black 
majority,  bolstered  by  better  earnings 
now  that  apartheid  has  been  lifted.  The 
government  is  pushing  new  roads,  water 
lines,  and  sewei's  and  is  offering  housing 
subsidies  in  the  townships.  Says  Brian 
Meyers,  mai'keting  director  at  Shoprite 
Checkers  Ltd.  supermarkets:  "The  cen- 
tral business  districts  and  white  subur- 
ban areas  are  not  going  to  give  us  the 
kind  of  gi"ovii;h  we  need.  We  will  have 
to  move  into  the  black  areas." 

Soweto  is  the  fii-st  township  to  at- 
tract pioneering  investors.  With  a  popu- 
lation estimated  at  up  to  4  million — 
there  has  never  been  a  census — Soweto 


CHECK  IT  OUT 

Investors  are 
"watching  with 
four  eyes"  to  see 
how  the  new 
center  fares 


beats  sales  t;! 
by  maintainiii; 
same  standai  ( 
in  white  neig 
hoods.  Up  till 
most  Sov.'t 
bought  grocer 
downtown  .Ji 


nesbui'g,  where  quality  is  better  tli 
small  local  shops.  The  Shoprite  "is 
we've  been  waiting  for,"  says  w 
Gilbert  Nkosi,  a  weekly  customer. 

Now,  city  planners  are  draft  i. 
long-term  plan  to  integi'ate  Soweto 
central  Johannesburg.  They  want  ti 
ate  a  commercial,  industrial,  and  i 
dential  conidor  around  Soweto's  m; 
Baragwanath  Hospital.  The  Nat 
Business  Initiative,  a  private-sectoi 
with  the  government,  is  also  Wd 
to  ease  investors'  fears  about  bui 
township  infrastructure  projects. 
PARTNERS.  For  white  businesses  ivi 
into  Soweto,  community  leaders  r' 
mend  hiring  black  managers  an<  ! 
and  making  a  visible  contribution 
neighborhood.  "You  must  devi 
partnership  with  the  communitx 
in  that,  you  have  protection  fo) 
investment,"  says  Max  Legodi,  exv< 
director  of  the  Soweto  Chamb 
Commerce. 

One  example  is  Buildware  Mai 
construction-supply  warehouse 
opened  recently  in  a  new  busine.'^ 


ter.  Buildware  is  a  joint  ventu 
tween  Muiray  &  Roberts,  a  maji 
struction  company,  and  two 
entrepreneurs,  Ndaba  Ntsele  am 
Sithole.  Instead  of  maintaining  it; 
fleet  of  tiucks,  Buildware  hires 
tans  with  pickups  to  deliver  its  goi 
snack  bar  is  i-un  by  local  women] 
pay  telephones  were  installed  to 


SOWETO  AT  A  GLANCE 


nevertheless  suffers  ft"om  a  shortage  of 
retail  outlets.  Its  a  magnet  for  new  busi- 
nesses because  it's  lai'ger  than  any  other 
township  and  the  home  of  successful 
black  politicians  and  entrepreneurs. 

The  most  visible  project  so  far  is  the 
township's  first  mall.  Built  for  $12.1  mil- 
lion by  Sanlam  Properties,  one  of  South 
Africa's  largest  commercial  developers, 
the  Dobsonville  Shopping  Center 
mixes  national  retailers  with  nas- 
cent black  enterprises:  a  hair  sa-     nnn,„  uTinai  1 1   i    a  h 
Ion  and  a  bookstore,  along  with     POPULAi(ON  Up  to  4  million 

movie  theaters,  restaurants,  and 
banks.  Opened  in  September, 
1994,  Dobsonville  is  the  test  that 
"everyone  is  watching  with  four 
eyes,"  says  Sanlam's  regional 
property  manager.  Swani  Swani- 
pole.  "Will  it  make  money?" 

The  juiy  is  still  out.  The  cen- 
ter's white  managers  admit  that 
then-  lack  of  understanding  of  black  con- 
sumers' demands  has  caused  glitches. 
Another  problem  is  transportation:  Few 
township  dwellers  have  cai's.  People  get 
around  on  private  minibus  taxis,  but 
more  routes  go  downtown  than  around 
Soweto's  winding  streets.  So  now,  the 
retailers  may  set  up  a  fi-ee  bus  service. 

Despite  these  difficulties,  the  main 
store  in  the  mall,  a  28-checkout  Shop- 
rite, is  doing  brisk  business.  Soweto's 
first  big  supermarket,  it  consistently 


AVERAGE  HOUSEHOLD  SIZE  5.2  people 
AVERAGE  MONTHLY  HOUSEHOLD  INCOME  $E 
SHOPPING  MALLS  1 

HOUSEHOLDS  WITH  RUNNING  WATER  78.41 
HOUSEHOLDS  WITH  SEWAGE  66.7% 

DATA;  BUSINESS  WEEK  ESTIMATES,  URBAN  DEVELOPMENT  STUDIES 

the  mostly  phoneless  neighbor 
Although  jackhammers  aren'l] 
sounding  across  Soweto,  plans  are 
lating  for  casinos,  more  shopping] 
ters,  an  industrial  park,  and  a 
Sanlam  may  also  put  up  an  office 
ing.  Other  developed  "are  jealous,' 
Sanlam's  Swanipole,  "because  we 
learned  what  they  still  have  to  U 
Soweto  and  other  townships  are 
kets  they  can't  afford  to  ignore. 
By  Driisilla  Menaker  in  Johnmm 
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When  the  GALLERY  CHEERS 


"Has  the 
j-  iiiuque  ability 
to  deliver 
■  uinxinuim 
control 
^  aiid  iiiaxiiiium 
distance." 

:    GOLF  TIPS 


"A  imiiderfidly 
stable,  solid  feel." 

GOLF  Magazine 


"Hie  result  is  , 
stunning.". ; 

GOLFWEEKi 


"Moreunid  more,..  : 
players  are 

■  recognizing  the 
Billable  as  a 

.  .  technalogicaL 

breakthrough  jn 
club  design." 

'  sixmrs 

ll.l.USTliATi:D 


"For  pro  and 
senior  amateur 
alike...  translates 

into  more 
clnbhead  speed. " 

,  Senior  Golfer 


''Rated  higher 
than  any  driver 
tested  to  date... 

in  fact, 
higher  than 
any  golf  club 
tested  to  date. " 

Petersen 's 
GOLFING 


"The  hottest 
nexv  equipment 
innovation  is 
Taylor  Made's 
Bubble  shaft." 

Golf  World 


'The  shape  of 
shafts  to  come." 

Golf  Digest  \ 


lie  new  Burner  Bubble  is  not  only  winning  Tour  events, 
it's  wiiming  accolades  from  major  golf  publications 
all  across  America.  People  who  test  clubs  for  a 


living  recognize  that  the  Burner  Bubble  is  a  major  game 
improvement  innovation.  Find  out  for  yourself  what 
all  the  commotion's  about.  Demo  one  today. 


The  new  B  U  R  N  E  R*  B  L/ B  B  L  E. 


OTaylorMade 


CAPTURE    the  POWER. 


Call  1-800-4-BURNER,  Ext.  668  for  more  information. 

©1995  Taylor  Made  Golf  Company  Bubble  and  Capture  The  Power  are  trademarks.  Burner  and  Taylor  Made  are  reg.stered  trademarks  of  the  Taylor  Made  Golf  Company 
The  appearance  of  the  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Golf  Company 


ONE  OF  THE  VIEWS  FROM' 

JUST  CLOSE  YOUR  EYE 


PRESTIGE  CLASS. 

/V  in  Prestige  Class  seems  just  a  little  more  expansive  than  what  you're  used 
3e  the  full  42  inches  of  uninterrupted  space  you  are  stretching  out  in.  Or,  the 


fact  you  are  seated  in  an  area  other  airlines 
reserve  for  First  Class  passengers.  It's  just 
one  more  pleasant  surprise  you'll  find 
on  Korean  Air,  and  one  more  reason  you 
should  fly  with  us. 


KSRE^NAIR  BEYOND  YOUR  IMAGINATION 


Design 


MANAGEMENT 


IS  IN-HOUSE  DESIGN 
ON  THE  WAY  OUT? 

Budgets  are  rising,  but  for  outside  firms  and  new  technology 


It's  not  sex,  lies,  and  videotape,  but 
the  drama  of  cad,  cost,  and  cycle 
time  that's  generating  a  revolution 
in  the  business  of  design.  Pressui'e  to  in- 
stall computer-aided-design  technology, 
cut  project  costs,  and  sharply  reduce 
time  to  market  for  new  pr-oducts  is  rev- 
olutionizing in-house  design  depart- 
ments, from  IBM  to  Rubbermaid,  from 
AT&T  to  Steelcase. 

A  new  sui-vey  by  business  wp:ek  and 
the  Industrial  Designers  Society  of 
America  of  53  design  departments  in 
America's  lai"gest  companies  reveals  that 
decentralization  is  in,  budgets  are  up, 
staffing  is  down,  high-tech  spending  is 
up,  and  time  to  market  is  down. 
HARD-WON  RESPECT.  The  survey,  which 
asks  coiporate  design  managers  to  com- 
pare their  business  in  1990  to  today, 
shows  that  after  years  of  internecine 
warfare  with  marketing  and  engineer- 
ing, design  has  finally 
won  the  respect  of  top 
management.  "There  is 
more  recognition  of  the 
value  that  design  bi-ings 
to  the  product  by  the 
business  side  than  ever 
before,"  says  Lee 
Green,  manager  of  cor- 
porate identity  and  de- 
sign at  IBM.  "It's  be- 
come a  strategic  tool." 

The  payoff  is  in  ris- 
ing design  budgets,  up 
by  an  average  of  15%  to 
20%  annually  over  the 
past  five  years.  Some 
companies  have  seen 
even  sharper  hikes. 
Black  &  Decker  Corjj.'s 
North  American  design  budget  rose  from 
$800,000  in  1990  to  $1  million  this  year. 

One  clear  trend  is  that  most  of  the 
dollars  are  going  for  high  technology. 
Tech  budgets  are  gi'owing  50'7f.  to  100% 
a  year,  according  to  the  survey.  Many 
are  three  times  what  they  were  in 
1990 — some,  five  times.  For  designers, 
CAD  literacy  is  now  a  prerequisite.  The 
largest  sums  are  going  for  software, 
with  Pro-Engineer  clearly  becoming 
something  of  a  national  standard. 


Another  unmistakable  trend:  Money 
is  not  going  to  build  biggei'  staffs.  In 
fact,  the  majority  of  corporations  are 
downsizing  then-  central  design  depart- 
ments like  crazy.  It's  all  pait  of  the  gi'eat 
decenti'alization  of  the  American  coqjora- 
tion.  The  need  to  get  closer  to  customers 
and  speed  up  the  time  from  concept 
to  finished  product  is  push 
ing  companies  to  get 
design  out  of 
headquarters 
and  down  into 
the  basic  business 
units.  "We're  com- 
mitted to  a  'lOX' 
[10  times]  reduction 
in  cycle  time  over  the 
next  two  years,"  says  Rudi 
Krolopp,  director  of  industrial  ^^n^ 
design  at  Motorola  Inc.  "We  ^|kf| 
have  to  take  design  out  to  ,^rB%3 


Back  to  the  Drawing  Board 

How  big  corporations  are  managing  design  work 


DOWNSIZING 


DECENTRALIZING 


TIME  TD  MARKET 


Staffs  are  being 
reduced  or  held 
constant  while  the 
workload  is  soaring. 

SPENDING 

It's  way  up  for  com- 
puters, software,  and 
other  high-tech  gear. 
Literacy  in  computer- 
assisted  design  is 
imperative. 


Design  staffs  are 
being  dispersed  to 
operating  units  to 
speed  product  devel- 
opment and  time  to 
market.  Independent 
design  shops  are 
being  brought  in 
to  team  up  with 
in-house  groups  to 
spark  innovation  and 
save  money. 


where  the  products  are  made,  to  the 
operating  units.  My  function  is  not  cor- 
porate. You  die  if  you're  at  the  corpo- 
rate level." 

Decentralization  is  leading  to  a  mas- 
sive outsourcing  of  design  work  by  lai'ge 
corj3orations.  Independent  business  imits 
are  increasingly  turning  to  outside  de- 
sign consultancies.  Sometimes  it's  in  con- 
junction with  in-house  company  design- 
ers and  sometimes  not. 

That  is  changing  the  entire  function  of 


in-house  corjDorate  designers,  who 
and  more  ai-e  brokers  for  outside  c 
tants.  "Increasingly,  designers  in  bi, 
porations  play  two  roles — internal 
pions  for  specific  products 
integi-ators  who  connect  outside  d^ 
er  functions  with  inside  ftmctions,' 
Brian  Vogel,  chairman  of  the  D 
Management  Group  for  the  lus^ 
senior  vice-president  of  Pi'oduct  Ge 
a  design  shop  based  in  Cambridge, 
LOCAL  TIES.  Where  are  companies 
ing  to  faiTO  out  design  work?  Noi 
prisingly,  to  designers  who  know 
cultiu'e.  Often,  these  are  people  whc 
to  work  for  them  and  have  gone 
launch  their  own  companies.  They 
the  right  softwa: 
connect  with 
parent  con 
and  can  ( 
more  ch 
than  is  possil 
side  the  company, 
also  tend  to  be  ar 
In  an  era  of  glob 
tion,  the  localizati 
design  has  be 
important. 

The  scope  oil 
soiu'cing  is  staggl 
In  the  BW/IDSA  sif 
one  multibillion- 
company  said  it  I 
sourced  "eveiythinJ 
is  needed  to  do  pri 
development."  An| 
hsted  "model-m£ 
prototyping,  gi'apl 
velopment,  comi 
services,  marketl 
seai'ch,  materials  c(j 
sion."  Yet  anothe 
corporation  ans\ 
"full-service  produl 
velopment  firms  | 
small  job  shop 
including  illustri 
mechanical  engiil 
human  factors,  ai 
dustiial  design." 

In  i-esponse  to 
rate  demand,  a  gr 
number  of  indepe 
design  consultancies,  such  as  IDE 
Product  Genesis,  offer  everything 
research  and  engineering  to  proc 
pilot  products.  Design  Edge  in  A 
Tex.,  is  even  manufacturing  com 
screens  for  clients  after  it  finish( 
signing  them. 

In-house  designers  for  big  coi 
tions  were  once  "design  managers 
day,  they  manage  not  design  per  s 
a  multitude  of  designers. 

By  Bruce  Nussbaum  in  New 


The  cycle  time  from 
concept  to  product  is 
being  cut  to  beat  the 
competition  and  save 
on  cost. 

RAPID  PROTOTYPING 

The  hottest  technique 
to  speed  up  input  on 
a  new  product  from 
customers,  suppliers, 
marketers,  engineers. 
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The  Keystone  of 
Financial  Planning 

by  Stephen  M.  Pollan  and  Mark  Levine 

There's  no  element  of  the  financial 
services  industry  that  suffers  from  a 
bigger  gap  between  perception  and 
reality  than  insurance. 

Often  maligned  and  criticized, 
insurance  is  actually  a  versatile  tool 
providing  essential  stability  to  both 
individual  lives  and  businesses.  The 
industry,  far  from  being  boring,  is 
visionary  and  creative,  having  flourished 
because  of  its  ability  to  recognize  the 
changing  needs  of  society  and  create 
new  products  to  meet  those  needs. 

As  a  new  century  approaches,  the 
insurance  industry  faces  a  wide  range  of 
challenges  that  demand  greater  service 
and  new  products  for  home  and  business. 
For  the  insurance  consumer,  whether 
an  individual  or  a  business,  this  means 
even  more  useful  new  tools  to  help 
smooth  life's  sometimes  bumpy  road. 

STRATEGIES  FOR  RETIREMENT  INCOME 

Retirement  is  a  mixed  bag  of  excitement 
and  apprehension.  The  excitement 
comes  from  the  freedom  to  do  what 
you  want.  The  apprehension  comes 
from  wonying  about  whether  you'll 
have  enough  money  to  live  out  the  rest 
of  your  life. 

"One  insurance  product  we  recom- 
mend for  retirement  planning  is  the 
variable  annuity,"  says  Michael  J. 
Chasnoff,  a  certified  financial  planner 
and  president  of  Advance  Capital 
Strategies,  Inc.  "These  are  mutual  fund 
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accounts  that  have  a  life  insurance 
component  that  allow  the  investment 
portion  of  the  account  to  grow  on  a 
tax-deferred  basis.  You  can  contribute 
as  much  as  you  want,  and  they  escape 
taxation  until  you  begin  to  draw 
money  out." 

If  an  individual  has  a  continuing 
life  insurance  need  in  addition  to  a 
retirement  cash  flow  need,  many  bro- 
kers recommend  variable  universal 
life  insurance.  These  policies  combine 
a  term  insurance  component  with  a 
savings  component. 

STRATEGIES  TO  PAY  FOR  COLLEGE 

With  the  best  private  colleges  and 
universities  rapidly  zeroing  in  on  the 
$30,000  a  year  level,  paying  for  college 
has  many  parents  in  a  panic. 

Peter  Roselli.  an  insurance  consultant 
with  Press,  Fishman,  and  Rappaport, 
says  that  life  insurance  policies  offer 
advantages  that  other  forms  of  college 
tuition  directed  investment  do  not. 
One  is  that  a  life  policy  creates  an 
estate  for  the  policyholder.  Another 
advantage  is  the  waiver  premium  most 
policies  offer.  If  the  policyholder 


becomes  disabled,  the  insurance  com- 
pany pays  the  premiums.  "Also,  taxes 
on  the  cash  buildup  in  a  life  policy  are 
deferred,"  he  notes.  "You  can  take  out 
cash  and  not  pay  any  taxes  until  you've 
taken  out  more  than  the  total  of  the 
premiums  you've  paid  in." 

The  key  to  using  life  insurance  to 
pay  lor  college,  according  to  Roselli, 
is  to  purchase  a  policy  —  either  whole 
life,  universal  life,  or  variable  life  — 
when  your  kids  are  very  young.  "It 
takes  ten  years  for  a  life  insurance 
policy  to  be  competitive  with  other 
forms  of  investment." 

STRATEGIES  FOR  LONG-TERM  CARE 

There's  good  news  and  bad  news  on 
the  geriatric  front.  The  good  news  is 
we're  living  longer.  The  bad  news  is 
it's  expensive.  For  many  families, 
long-term  care  insurance  can  help  take 
the  sting  out  of  paying  bills  which 
could  run  as  high  as  $90,000  per  year. 

Jerie  Charnow,  owner  of  Charnow 
Associates,  Inc.,  a  consultation  and  care 
management  service  for  older  adults 
and  their  families,  says  "because  more 
and  more  long-term  care  policies  are 


TAKING  THE  PAPERWORK 
OUT  OF  INSURANCE  BUYING 

For  the  small  business  owner, 
competitiveness  and  the  adver 
of  new  technologies  are  makin 
buying  insurance  quicker,  easier, 
and  more  efficient  than  ever  befor 
To  market  c  new  small  businej 
insurance  product  it  recently  creat€ 
General  Accident  Insurance  in 
Philadelphia  is  using  an  innovativ 
on-line  service  that  takes  the  pap< 
work  out  of  the  buying  process, 
according  to  Jack  Doyle,  senior 
vice-president. 

Using  Sapiens  International's  tv. 
Rapid  Application  Technology  an  v 
the  input  of  agents  and  customer  :n 
service  representatives,  the  compcfici 
has  created  a  system  that  allows  tB*» 
agent  and  customer  to  sit  down  cma 
a  computer  and  select  from  a  me»i 
of  coverages.  As  the  customer  maWF' 
decisions  about  his  or  her  needs, 1^' 
the  agent  enters  the  information 
into  the  system.  It's  then  immediat/ 
transferred  to  GAI's  mainframe  a 
its  corporate  headquarters. 

"Our  system  makes  selecting 
coverages  easy  and  efficient,"  sa 
Dave  Sogaser,  also  a  vice-presidi 
with  GAl.  "We've  built  our  under 
writing  criteria  right  into  the  syste 
This  puts  the  processing  power  in 
agent's  office  and  lets  customers 
select  the  type  of  coverage  they 
want,  the  amount  of  coverage,  a 
their  deductibles.  As  they  look  at 
different  coverages,  the  quotes  a( 
right  there  in  front  of  them.  Wher 
they've  finished,  the  information 
loaded  right  into  our  system." 


:OW  DID  SOMETHING  SO  LARGE  AND  HARD  TO  MOVE  GET  WHERE 
IT  IS  TODAY?  A  QUESTION  TO  ASK  YOUR  INSURANCE  COMPANY 


Sign  on  with  most  large  insurance  companies,  and  you  may  find  them  curiously  unresponsive.  But 
jcneral  Accident  hisurance.  Before  you  ever  need  to  make  a  claim,  w  e'll  send  a  team  of  underwriters. 
IS  specialists  and  loss  control  experts  to  examine  your  business.  To  make  suggestions  that  could  save 
money  on  your  insurance.  Or  even  help  save  your  property. 

To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Agent  or 
us  a  call.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities.  An  A+  (Superior)  rating  from 


Best,  a  national  insurance  rating  seivice.  And  a  dedication 
dping  our  customers  that's  positively  carved  in  stone. 


GENERAL 

ACCIDENT 

INSURANCE 


1-  8  00  -  606  -423  3 
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being  sold,  the  policies  are  getting  better 
and  the  premiums  are  coming  down." 
She  says  that  benefits  distribution  also 
is  improving.  In  the  past,  most  long- 
term  care  coverage  operated  on  a 
reimbursement  system.  Many  of 
today's  policies  give  the  policyholder 
much  greater  latitude  in  spending. 
Finally,  Charnow  says  that  state  and 
federal  initiatives  are  underway  that 
will  make  long-term  health  care  pre- 
miums either  tax  deductible  or  qualify 
them  as  a  tax  credit. 

"I'd  say  if  you're  over  50,  it's  time  to 
start  looking,"  says  Charnow.  "Nearly 
one-third  of  the  people  receiving  long- 
term  care  benefits  in  this  country  are 
under  the  age  of  55.  Also,  the  sooner 
you  buy  it,  the  cheaper  the  rates.  And 
they  usually  don't  go  up." 

STRATEGIES  TO  MAINTAIN  A 
THREATENED  INCOME 

We  all  run  the  risk  of  a  sickness,  dis- 
ability, or  terminal  illness  that  could 
threaten  our  Jobs,  our  income,  and  our 
savings. 

"Protecting  a  stream  of  income  is 
one  of  the  basic  values  of  insurance," 
says  Madeline  I.  Noveck,  a  certified 
financial  planner  and  president  of 
Novos  Planning  Asst)ciates,  Inc. 
Everyone  needs  health  coverage,  and 
many  people  are  covered  through  their 
employers.  For  the  self-employed, 
both  personal  plans  and  group  plans 
are  available  in  the  market. 

"And  most  people  should  get  dis- 
ability coverage  as  soon  as  they  begin 
working,  even  befo  e  a  life  policy," 
recommends  N  tveck.  "Statistically,  the 
likelihood  of  a  short-tern;  disability  is 
much  higher  than  an  unexpected 
death.  So  unless  a  person  has  other 
resources  to  fall  back  on,  disability 
insurance  is  critical." 


For  a  person  with  partial  disability 
coverage  paid  entirely  by  their  employer, 
supplemental  coverage  can  often  be 
purchased.  "Many  supplementary 
coverages  are  quite  affordable  because 
of  the  long  waiting  period  before  they 
go  into  effect,"  says  Noveck.  "But  you 
have  to  be  careful  to  make  sure  the 
policy  is  clear  on  when  the  benefit 
becomes  payable." 


Adult-care  specialist  Charnow  says 
that  for  the  terminally  ill,  the  accelerated 
death  benefits  of  a  life  insurance  policy 
can  be  a  source  of  needed  income,  as 
can  a  loan  against  the  policy's  cash 
value.  Selling  life  policies  for  prices 
below  their  face  value  is  also  becom- 
ing common,  particularly  among 
AIDS  patients. 

STRATEGIES  TO  MINIMIZE  TAXES 

Keeping  the  tax  man  at  bay  is  of  interest 
to  everyone,  particularly  when  money 
intended  for  our  spouse  or  children  is 
involved. 

Bruce  Pritikin,  an  attorney  and 
CPA  with  Robbins,  Pilman,  Slayton, 
and  Halfon,  says  "If  we're  focusing  on 
providing  for  the  loss  of  the  bread- 


winner's income,  we  recommend  t 
purchase  of  a  term  life  insurance  po 
The  proceeds  are  exempt  from  esta 
and  income  taxes  and  the  surviving 
spouse  enjoys  the  full  benefit  of  th 
policy." 

Other  products  with  tax  benefits 
adjustable  and  whole  life  policies,  w 
allow  the  policyholder  to  take  cash 
of  the  policy  without  tax  liability  ( 
long  as  the  amount  taken  out  rema 
below  the  total  premium  that  has 
paid  in  over  the  years),  and  variabl 
annuities  that  have  life  insurance  c 
ponents  that  provide  tax-free  death 
benefits  to  spouses.  Another  stratej 
to  establish  a  life  insurance  trust,  w 
allows  the  death  benefit  to  be  excli 
from  the  insured  person's  estate. 

For  couples  whose  goal  is  to  pr 
vide  for  their  children,  second-to-c 
insurance,  in  which  the  benefit  is  r 
paid  until  the  surviving  spouse  pas 
away,  can  be  a  useful  product.  "It' 
also  a  useful  tool  to  cover  estate  ta 
due  upon  the  death  of  the  second 
person,"  says  Pritikin. 

Finally,  the  way  a  life  insuranc^ 
policy  is  purchased  can  have  tax  ac 
tages.  If  an  individual  belongs  to  . 
pension  plan  that  allows  investme^ 
life  insurance,  the  premiums  are  t£ 
deductible. 

BUSINESS  INTERRUPTION  INSURAN( 

When  the  Federal  Building  in  Oklai 
City  was  bombed  last  April,  undei] 
standably  lost  behind  the  tragedy 
the  people  killed  was  the  story  of  I 
dozens  of  businesses  forced  to  clol 
a  result  of  the  incredible  damage  t| 
bomb  caused  in  surrounding  block 
For  many,  ownership  of  a  businesi 
interruption  policy  was  probably  tl 
difference  between  reopening  and] 
finding  another  line  of  work. 
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"business  inlerruption  insurance 
responds  when  a  business  is  in  peril 
due  lo  an  unlbreseen  and  uncontrollable 
event  like  a  fire  or  windstorm  or 
explosion,"  says  Bob  Murphy,  senior 
vice-president  with  Alexander  & 
Alexander  Services,  inc.  "The  policy 
covers  the  loss  of  income  due  to  the 
interruption  and  stays  in  effect  until 
the  business  is  able  to  start  up  again." 

Since  there  are  a  wide  variety  of 
events  that  can  interrupt  a  business, 
there  are  a  number  of  specialized  busi- 
ness interruption  coverages  that  can  be 
tailored  to  meet  the  specific  needs  of 
the  client.  "There's  really  no  risk  that 
can't  be  covered  with  the  proper  pre- 
miums and  deductibles,"  says  Murphy. 

KEY  PERSON  INSURANCE 

Here's  the  situation:  You  have  an 
expensive,  technically-complex  product 
that  has  taken  of!  and  is  rapidly  seizing 
market  share.  As  a  result,  your  company 
is  booming.  But  the  real  knowledge  of 
the  product  rests  with  just  one  individ- 
ual in  the  company.  If  that  person 
should  die  or  become  .severely  disabled, 
the  business  could  be  in  .serious  trouble. 

"Key  person  insurance  is  an 
important  tool  for  any,  company  whose 
bottom  line  can  be  jeopardized  by  the 
loss  of  an  individual,"  says  Jesse 
Gottlieb,  also  a  senior  vice-president 
with  Alexander  &  Alexander.  Key 
person  coverage  is  impt)rlant  in  helping 
a  company  maintain  the  confidence  of 
its  other  employees,  its  customers,  and 
its  creditors.  "This  is  frequently  a  big 
concern  of  small  companies,  where 
there  is  seldom  enough  depth  of  talent 
to  provide  a  replacement  from  within. 
It  buys  the  company  some  time  to  get 
back  on  its  feet." 

Key  person  insurance  is  actually  a 
life  insurance  policy  with  the  company 


named  as  beneficiary.  Although  the 
premiums  aren't  tax  deductible,  the 
proceeds  are  almost  always  exempt 
from  income  tax.  The  benefits  can  be 
used  to  recruit  and  train  a  person  to 
serve  as  the  key  person's  replacement 
and  recoup  profits  lost  because  of  the 
person's  death. 

PROTECTION  AGAINST  BAD  DEBTS 

Every  year,  thousands  of  businesses 
fail  in  the  United  States.  Each  has  a  list 
of  creditors  who,  unless  protected  by 
credit  insurance,  are  lucky  to  get  a  few 
pennies  on  each  dollar  they're  owed. 

"A  customer's  bankruptcy  can  be 
catastrophic  and  is  rarely  predictable." 
says  Frank  Reo,  another  vice-president 
of  Alexander  &  Alexander.  "Credit 
insurance  can  protect  them  against  the 
insolvency  of  customers." 

For  businesses  going  global, 
export  credit  insurance  is  increasingly 
popular.  In  addition  to  covering  policy- 
holders for  their  customers'  insolvency, 
it  also  covers  for  losses  caused  by 
default  as  well  as  those  caused  by 
political  events.  "It's  a  good  tool  for  the 


business  person  who  might  other 
be  timid  about  exploring  the  glob 
marketplace,"  says  Reo. 

An  even  more  specialized  prod 
—  political  risk  insurance  —  is  av 
able  for  companies  doing  busines 
emerging  nations  whose  governm 
may  be  somewhat  shaky. 

PROTECTION  AGAINST  LIABILITY 

We  live  in  an  increasingly  litigiou 
.society.  As  a  result,  one  of  the  big 
challenges  facing  insurance  comp' 
in  the  last  decade  has  been  the  upsi 
in  lawsuits  against  their  policyhol 
and  the  enormous  awards  collectei 
plaintiffs. 

For  many  businesses,  protectio 
against  liability  suits  related  to  pro( 
is  a  primary  concern.  For  the  proft 
sional,  protection  against  malpraci 
suits  is  the  goal,  as  it  is  with  hospi 
and  other  service  providers.  The  n 
site  coverage  is  readily  available, 
at  virtually  unlimited  quantities. 

"In  terms  of  coverage  the  sky's 
limit,"  ,says  Alexander  &  Alexandi 
Bob  Murphy.  "Some  companies  n 
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hundreds  of  millions  ol  dollars  in 
excess  liability  insurance.  It  depends 
on  their  business  and  how  much  com- 
fort the  board  of  directors  wants." 

Most  companies  and  professionals 
acquire  liability  insurance  in  layers.  The 
cost  of  the  first  layer,  called  'down  and 
dirty"  in  the  industry —  is  determined 
by  the  type  of  product  a  company 

A  BRIEF  HISTORY  OF  INSURANCE 


manufactures  or  the  type  of  work  a 
professional  is  involved  in.  Additional 
levels,  or  attachment  points,  can  be 
added  to  increase  coverage  for  more 
remote  exposures,  allowing  a  company 
to  keep  building  protection  layer  by 
layer  in  a  cost-efficient  manner. 

Offering  such  an  innovative  solution 
to  simultaneously  rising  costs  and 


needs  is  a  prime  example  of  what 
allowed  insurance  to  remain  a  vib 
and  profitable  service.  From  its  b( 
nings  nearly  3000  years  ago,  to  it: 
modern  day  responses  to  emergin 
risks,  the  insurance  industry  has  al 
had  the  vision  to  spot  new  danger 
and  the  creativity  to  develop  fresh 
of  mitigating  them.  ■ 


As  far  back  as  900  B.C.,  traders  on  the  island  of  Rhodes  in  the  Aegean  Sea  were  insuring  themselves  against  marlHn 
disasters  by  joining  together  to  share  the  risks  of  their  profitable  yet  dangerous  enterprise.  By  the  Middle  Ages,  Italy 
was  the  hub  of  European  trade,  and  Italian  shippers  dominated  the  seas.  Fragmentary  historical  records  indicate  ec 
forms  of  commercial  insurance  were  developed  in  Florence  and  Venice  as  far  back  as  the  early  thirteenth  century.  The 
practice  later  expanded  to  London,  Antwerp,  Amsterdam,  and  eventually  the  United  States. 

Fire  Insurance 

In  1666,  the  Great  Fire  of  London  destroyed  more  than  1  3,000  houses  and  tragically  demonstrated  the  need  for  a  forn 
shared  risk  against  losses  due  to  fire.  By  the  early  eighteenth  century,  fire  insurance  companies  were  common  in  Londo 
and  were  conducting  business  as  far  away  as  Wales  and  Scotland. 

The  earliest  known  fire  insurance  offered  in  America  was  provided  in  1735  by  the  Friendly  Society  for  the  Mutual 
Insuring  of  Houses  Against  Fire  in  Charleston,  South  Carolina.  In  Philadelphia  in  1  736,  Ben  Franklin  organized  the  city 
first  fire  insurance  company,  the  Philadelphia  Contributorship  for  the  Insurance  of  Houses  from  Loss  by  Fire. 

Life  Insurance 

In  ancient  Rome,  citizens  from  the  lower  classes  formed  "collegia,"  associations  to  which  they  regularly  contributed  a 
nominal  sum  and  from  which  they  could  draw  burial  expenses  when  a  family  member  passed  away.  In  the  Middle  Age 
the  populations  of  many  European  villages  or  towns  agreed  to  share  in  the  burial  costs  of  residents,  insuring  individual 
families  would  not  hove  to  bear  the  costs  by  themselves. 

By  the  seventeenth  century,  life  insurance  was  becoming  a  more  sophisticated  strategy  for  providing  financial  securi 
The  primary  reason  was  the  advent  of  statistics.  Mathematicians  began  to  develop  mortality  tables  to  which  insurance 
rates  could  be  linked. 

In  1759,  the  Presbyterians  founded  the  first  life  insurance  company  in  the  American  colonies,  the  Presbyterian  Minis 
Fund.  The  Episcopalians  soon  followed  suit. 

By  the  mid-nineteenth  century  many  of  today's  biggest  insurance  companies  had  been  formed.  Mutual  of  New  York, 
New  York  Life,  Aetna  Life,  Massachusetts  Mutual  and  several  others  were  all  founded  between  1  840  and  1  851 . 

Industrialization  and  Development  in  the  Twentieth  Century 

Between  1  850  and  1900,  new  trends  in  the  workplace  resulted  in  the  development  of  accident  and  health  insurance,  be 
insurance,  and  fidelity  and  surety  bonds. 

In  1  898,  the  first  automobile  policy  had  been  issued  to  a  physician  from  Buffalo,  New  York.  Wilbur  and  Orville 
Wright  had  scarcely  finished  their  epochal  1903  flight  at  Kitty  Hawk,  North  Carolina,  when  the  need  for  aviation  insure 
became  apparent. 

In  1910,  the  first  workers  compensation  law  was  enacted  to  protect  the  well-being  of  injured  workers,  and  many 
companies  began  offering  the  new  form  of  insurance.  In  1911,  another  new  idea  —  group  insurance  —  was  develop€ 
to  provide  blanket  coverage  for  the  entire  work  force  of  a  company. 


Developments  to  Watch 
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NOW,  GUNSIGHTS'  FOR  GENE  THERAPY  S  MAGIC  BULLETS 


IN  THE  FIVE  YEARS  SINCE  DOCTORS  BEGAN 

testing  gene  therapy,  the  results  have 
been  disappointing.  It's  easy  enough  to 
arm  cells  with  a  therapeutic  gene  and  in- 
ject them  into  patients  so  that  the  doc- 
tored cells  will  secrete  a  beneficial  prod- 
uct— say,  a  certain  enzyme — into  the 
bloodstream.  But  it's  hard  to  get  suffi- 
cient quantities  of  the  enzyme  to  the  sites 
where  it's  needed.  To  date,  there  have 
been  no  cases  where  gene  therapy  has  de- 
finitively saved  hves. 

Inder  Verma,  co-director  of  the  Salk 
Institute's  Laboratory  of  Genetics  in  La 
Jolla,  Calif.,  says  there  may  be  a  better 


delivery  system.  Described  in  the  August 
Proceedings  of  the  National  Academy  of 
Science,  it  combines  a  harmless  mouse  vi- 
rus with  an  antibody  that  will  bind  only 
to  receptors  in  Hver  cells.  Give  the  virus 
an  altered  gene,  expose  it  to  liver  cells  in 
vitro,  and  it  binds  to  the  correct  receptor 
and  passes  along  the  gene. 

In  principle,  such  an  approach  could  de- 
liver a  vai-iety  of  medications,  including 
clotting  factor  for  hemophihacs.  And  by 
pairing  the  virus  with  different  antibod- 
ies, Verma  beheves  he  can  target  any  or- 
gan in  the  body.  Human  tests  could  be 
three  to  five  years  away. 


THERE'S  OIL 
NEAR  THEM 
THAR  WELLS 


THE  ENERGY  DEPT.  FIGURES 

the  U.  S.  still  has  twice  as 
much  oil  underground  as  has 
been  extracted.  Much  of  it 
is  even  near  existing  wells. 
But  until  recently,  the  best 
way  to  find  it  was  to  chill  a 
fresh  hole,  an  expensive 
and  environmentally  de- 
structive task.  Now,  Para- 
Magnetic  Logging  Inc.  in 
Palo  Alto,  Calif.,  is  licensing 
a  system  that  can  prospect 
for  overlooked  deposits  by 
looking  through  the  half- 
inch-thick  steel  casings  that 
line  existing  oil  wells. 
The  key:  Rock  contain- 


ing oil  and  gas  resists  an 
electrical  current  much  more 
than  rock  that  has  been  satu- 
rated with  the  salt  water 
used  to  squeeze  out  oil.  So 
pml's  equipment  nans  a  cur- 
rent from  electrodes  deep  in 
the  well  to  electrodes  on  the 


surface.  Engineers  spot  oil 
deposits  by  carefully  meas- 
uring how  much  current 
leaks  through  the  steel  into 
the  surrounding  rock — using 
sensors  that  can  detect 
changes  as  minute  as  a  bil- 
lionth of  a  volt,  even  when 
under  intense  heat  and 
pressure.  Oil-field  giant 
Schlumberger  Ltd.  patent- 
ed a  similar  concept  four 
decades  ago  but  lacked  to- 
day's ultrasensitive  micro- 
■  components.  Schlumberger 
has  licensed  pml's  system, 
which  was  developed  with 
support  from  the  Gas  Re- 
search Institute  in  Chicago 
and  the  Energy  Dept.  It 
has  won  high  marks  ft'om 
companies  such  as  Arco 
and  Mobil  Oil. 


INNOVATIONS 

a  If  you  stumble  into  ;  i 
at  dawn,  and  your  fl; 
anive  with  "Good  Mm 
baked  into  the  top,  look 
robot  called  FUp-It.  De\  ( 
by  Emesto  Blanco,  an 
neering  professor  at  ;\ 
chusetts  Institute  of  Tei 
gy,  Flip-It  dispenses  I 
cooks  one  side  in  an  enil 
fry  pan,  covers  it  wit 
other,  and  turns  botli 
over.  Flip-It  is  so  fool]ii 
can  be  installed  in  cal' 
as  a  coin-operated  syst 
■  Evidence  from  the  ' 
sity  of  Georgia  and  W. 
ton  University's  Sci. 
Medicine  suggests  thr 
tal  equipment  can  ti-: 
the  HIV  virus.  The  heal-, 
ization  methods  used  in  oi 
America  and  Europe  pri' 
this.  But  in  some  deve 
countries,    dentists  i 
chemical  sterilization, 
may  not  kill  all  the  hp 
trapped  in  machine  lubi-  - 


GRAY'S  FEET  OF  GUY 


CRAY  RESEARCH  INC.  HAS 

always  reigned  as  the 
champion  of  supercomput- 
ers. But  momentous  chang- 
es are  sweeping  the  super- 
computing  community, 
according  to  surveys  by 
Jack  J.  Dongarra,  a  senior 
scientist  at  Oak  Ridge  Na- 
tional Laboratory.  Silicon 
Graphics  Inc.,  a  no-show 
among  the  world's  top  500 
supercomputing  sites  in 
early  1994,  now  has  more 


high-performance  installa- 
tions than  Cray — 128  to 
125.  Cray  Research  is  still 
far  ahead  in  total  installed 
computing  power.  But  Lar- 
ry L.  Smarr,  head  of  the 
National  Center  for  Super- 
computing  Applications  at 
the  University  of  Illinois, 
predicts  that  even  the  knot- 
tiest problems  Avill  soon  be 
tackled  with  linked  clusters 
of  computers  built  with  the 
same  "brain"  chips  used  in 


desktops.  Even  Cray  has 
unveiled  such  a  machine. 

Moreover,  by  late  next 
year,  the  fastest  traditional 
super  will  be  choking  on 
the  dust  of  the  fii'st  "tera- 
flops"  computer.  That's  com- 
puterese  for  crunching  an 
incredible  1  trillion  calcula- 
tions every  second.  Com- 
puter makers  have  been 
racing  for  a  decade  to 
break  the  teraflops  barrier. 

And  the  winner?  Intel 
Corp.  The  chipmaker  has 
just  been  tapped  by  the 


Energy  Dept.  to  constni 
a  $46  milHon,  1.8  teraflo; 
machine  for  Sandia  Nati 
Laboratories.  No  surprif 
really.  The  current  speei 
record — 281  gigaflops — \ 
set  last  December  at  Sa 
by  a  hnked  pair  of  Intel 
supercomputers  that  shs 
6,768  microprocessors.  1 
reach  teraflops  speeds,  1 
new  supercomputer  will 
have  9,000  of  Intel's  ne3( 
generation  P6  chips,  sch 
uled  to  leapfrog  the  Peii 
tium  later  this  year. 
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If  you  think  the  buildings  are  big  in  New  York. 


anhattan  East  Suite  Hotels,  you'll  enjoy  one  of  New  York's  greatest  luxuries.  Space.  Our  suites  give  you 

of  room  to  do  almost  anything,  whether  it's  entertaining  or  holding  a  meeting,  fixing  a  snack  in  your  kitchen 
"iply  relaxing  -  all  for  the  price  c^f  an  ordinary  hotel  room.  You'll  also  enjoy  the  hospitality  of  our  caring  staff, 
service  and  business  amenities  like  dataports  for  computer  modem  hookups.  Most  of  our  hotels  feature  fine 
irants  and  fully  equipped  fitness  centers.  So  the  next  time  you're  in  New  York,  stay  at  one  of  our  nine  distinc- 
tive locations  throughout  New  York  City.  Charge  your  stay  with  the  American  Express*  Card  and  if 
there's  a  chance  you'll  be  checking  in  late,  request  an  American  Express  Card  Assured  Reservation, 
which  guarantees  your  room  will  be  waiting  until  checkout  time  the  next  day.* 


H  Manhattan  East  Suite  Hotels 

Beekman  Tower,  Dumont  Plaza,  Eastgate  Tower,  Lyden  Gardens,  Lyden  House, 
Plaza  Fifty,  Shelhurne  Murray  Hill,  Southgate  Tower,  Surrey  Hotel 

Get  the  better  of  New  York. " 
For  reservations  or  a  brochure,  call  your  travel  agent  or  1-800-ME-SUITE,  Ext.  20. 

"Please  call  before  6:00  p.m.  to  cancel  your  Assured  Reservation  and  avoid  being  billed  tor  ttie  first  night. 

©  Manhattan  East  Suite  Hotels 
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1982 
Lebanon 


1986 
El  Salvador 


1989 
Armenia 


1991 
Kurds 


1992 
Los  Angeles 


1993 
Bosnia 


1994 
Rwanda 


1982 
Poland 


1985 
Sudan 


1988 
Jamaica 


1990 
Ethiopia 


1992 
South  Florida 


1992 
India 


1994 
Midwest  US 


Some  see  a  timeline.  We  see  a  lifeline 

■  It  seems  whenever  and  wherever  there's  been  a  need  in  the  world,  AmeriCarB 
been  there.  Speeding  food  and  medicine  to  the  tent  cities,  the  refugee  camps,  the  makesliift  hospitals  m 
people  go  to  escape  death.  And  sometimes,  luckily,  do.  ■  AmeriCares  ignores  politics,  caring  onlyB 
the  victims.  So  we  Ye  most  often  first  in  to  areas  of  suffering.  First  with  relief  First  with  hope.  ■  ■ 
discovered  that  help  differs  fi'om  disaster  to  disaster  For  Rwanda  and  Sudan,  it's  food  and  medicin" 
Bosnian  refugees,  it's  also  wool  to  make  clothes  to  stay  warm.  In  south  Florida,  AmeriCares  Homfe 
delivered  construction  materials  to  rebuild  shattered  homes  -  and  lives.  ■  AmeriCares  figures  out 
needed,  goes  to  corporations  for  contributions  of  their  products,  and  gets  them  where  they  have  to  b(  ( 
creative,  caring  solutions  are  as  varied  as  the  crises  facing  the  world.  ■  But  chartering  planes,  or 
jet  fiiel,  doesn't  come  cheap;  then  again,  neither  does  life.  ■  Please  help  by  sending  your  tax-dedr. 
donation  to  AmeriCares,  161  Cherry  Street,  New  Canaan,  Connecticut  06840.  Or  call  1-800-486-1 
■  People  live  because  AmeriCares.  I 
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People  live  because  AmeriCares.™ 
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BusinessWeek  readers  are  perhaps  the  most  dedicated  in  all  of  publishmg.  hi  fact,  each 
eek  they  devote  an  average  1  '72  hours  of  their  precious  time  to  reaching  the  magazine. 

That's  because  Business  Week  goes  beyond  the  news  to  provide  the  timely  intelligence  they 
?ed  to  manage  their  businesses,  their  careers  and  their  personal  finances. 

In  short,  our  6.8  million  readers  consider  BusinessWeek  a  must  read.  That's  precisely  why 
any  advertisers  find  it  such  an  intelligent  buy. 

For  information,  call  Bill  Kupper  at  (212)  512-6945,  or  e-mail  adsales@businessweek.com. 


BusinessWeek 


Beyond  news.  Intelligence. 


rces:  MRI,  Spring  1995,  business  Week  Estimate  for  International.  1993  BusinessWeek  Subscriber  Study. 

•5.  by  The  McGraw-Hill  ComDanies.  Inc 


Science  &  Technology 


SPACE 


IS  THERE  MONEY 
ON  THE  MOON? 

LunaCorp  wants  to  send  the  first  private  mission 


A year  ago,  while  a  tarantula-like  ro- 
bot called  Dante  II  mched  its  way 
down  an  Alaskan  volcano,  scien- 
tists at  Carnegie  Mellon  University 
were  amazed  by  the  attention  that  en- 
sued. Dante  became  a  media  dai'ling,  and 
its  stumble  in  the  volcano  and  helicopter 
rescue  even  added  a  touch  of  pathos. 
"Dante  had  a  half-million  liits  on  its  Web 
page"  duiing  its  two-week  saga,  recalls 
William  L.  "Red"  Whittaker,  director  of 
CMU's  Field  Robotics  Center. 

All  that  exposure — and  no  paying 
customers.  In  today's  information  econ- 
omy, where  on-air  minutes  are  buckets 
of  gold,  the  NASA-sponsored  Dante  failed 
to  cash  in.  The  lesson  wasn't  lost  on 
David  R  Gump,  president  of  LunaCoip, 
an  Arlington  (Va.)  startup.  Gump  wants 
to  send  a  pair  of  Dante's  offs{)ring  to 
the  moon  and  cover  the  $150  million 
cost  with  information  fees — from  net- 
work exclusives  to  hve  video  feeds  into 
theme  j)arks.  It's  time,  Gump  says,  to 
"bring  back  some  of  the  magic"  of  space. 

If  LunaCorp  can  raise  the  funds,  the 
fo-st  private  moon  mission  wiH  be  a  glitzy 
event,  vwth  corjjorate  customers  paying 


for  each  bit  of  data  the  six-wheeled  robots 
send  back.  LunaCoip  proposes  to  launch 
two  rovei^s  in  1998,  pi'obably  on  a  Russian 
rocket.  Powered  by  solar  energy,  the  tele- 
operated  vehicles  would  ramble  1,000  ki- 
lometers across  the  moon,  sending  back 
high-cjuality  video  images  foi-  two  years  or 
more.  The  signals  would  feed  into  a  com- 
mand center  at  a  U.  S.  amusement  park, 
where  thiill-seekers  would  i-emotely  steer 
the  vehicles  across  the  lunai-  landscape, 
seeing  what  the  rovers  see  and  feeling 


i 


a  simulation  of  the  MOON  BU 
jostling  ride.  1°  32™ ' 

„    ^    .     ,,  , ,         ,     NO  THEM 

Gump  isn  t  the  only  park  ha;| 
earthling  with  designs  GONE  BEFHS 
on  the  moon.  The  Jap- 
anese and  Europeans  also  pi;; 
manned  missions — in  1998  and  21 1; 
spectively  (table).  Longer  term 
hope  to  set  up  lunar  colonies  aiK 
for  a  helium  isotope,  He8,  that  coi 
a  futui"e  generation  of  fusion  i 
But  Gump  wants  quicker  results 
44,  he  has  devoted  his  life  to  outci 
The  onetime  pubUsher  of  spaci 
zines  now  markets  space-relat 
ROMS — such  as  his  1993  Refnni 
Moon,  which  has  sold  24,000  copi . 
NIKE  MISSILES?  TiuTiing  the  moonnt 
giant  Luna  Park  is  only  part  of  (r 
scheme.  He  envisions  soda-pop  cd 
cials  beaming  down.  Shoe  com 
will  pay  for  lunar  footprints,  li 
diets,  and  networks  will  bid  fi 
feeds  as  the  rovers  approach  1 
sites,  such  as  the  Apollo  11  landiii 

Many  NASA  scientists  are  cheen. 


COMPANY  NAME 


LUNACORP 


JAPANESE  NATIONAL 
SPACE  AGENCY 

EUROPEAN  SPACE 
AGENCY 


Back  to  the  Moon 

PUN 

Launch  two  tele-operated  rovers  in  1998.  Explore  1,000  km  o 
nar  terrain  over  at  least  two  years,  sending  back  commercial 
eo  to  theme  park,  television 

Launch  "penetrator"  in  1998.  Use  probes  to  dig  beneath  the 
surface  to  study  chemical  composition  of  soil 

Send  rover  to  south  pole  of  moon  in  2002.  Operate  rover  forf 
lunar  days;  survey  surface,  soil 
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As  professionals  and  managers.  Business  Week  readers  face  treniendotis  (.leniands  on  tlieir 
ime.  Yet,  74'X)  of  them  find  the  time  to  read  every  issue,  every  week.  And  nearly  half  of  them 
ead  the  magazine  the  day  it  arrives. 

In  return,  they  get  timely  news  and  intelligence  that  provide  real  solutit)iis  to  the  ciiallenges 
hey  face,  plus  a  hancisome  retiu  n  on  their  most  valuable  investment  —  then  time. 

Our  6.8  million  readers  consider  BusinessWeek  a  must  icid.  I  hat's  why  many  acivertiscrs 
onsider  it  such  an  intelligent  buy. 

For  informatit^n,  call  Bill  Kupper  at  (212)  512-6945,  or  e-mail  acisalesCa^businessweek.com. 


BusinessWeek 


Beyond  )ieivs.  Intelligence. 
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How  to  make 
a  point  at  the 
speed  of  light. 


Sclcttulilc  pulsed  hc.mi 
Lip  Id  -idll-loot  t.uYjf: 

#63-1044KM 


ll'.s  simple  Willi  a  la,ser-ck)t  pointer 
roni  RadioSiiack.  Easier  to  handle 
lan  wood  pointers  and  telescop- 
in;4  rods,  each  produces  a  i'o- 
used  beam  that's  perfect  for 
liiglilij^iiting  text  and  images 
in  presentations.  There's  one 
list  right  for  your  confer- 
ence room  or  auditorium. 
To  order,  or  for  the 
1<  )cation  of  a  store 
near  you,  call; 

1-800-THE-SHACK'" 

RadioShack. 

You've  got  questions.  We've  got  answers." 


Prices  apply  al  participating  RadioShacK  stores  and  dealers  Items  not  available  al  a  participating  slore  can  be  special-ordered  {subject  to  availability)  al  the  advertised 
price  A  participating  store  will  otier  a  comparable  value  il  the  product  is  sold  out  Independenl  RadioShack  dealers  and  Iranctiisees  may  nol  be  participating  in  ttiis  ad 
01  stock  01  special-order  every  item  advertised  Copies  ol  applicable  warranlies  are  available  upon  request  at  stores  lor  inspection  before  sale,  or  by  writing  Customer 
Relations,  1400  One  Tandy  Cenler,  Fort  Worth.  Tx  76102 


NATIONAL      t,  [•:  N   T   I:  R      /or      I-  A  M  I  L  Y      L  I   I   h  R  A  L  Y 


One  in  tivc  AmiTic.in  adults 
c.mnot  rc.id  well  cnmigli  to 
understand  this  ad. 

That's  why  the  National 
('enter  for  I'.iniiK'  Literac\ 
is  ciirrenllv  behind  literacy 
programs    for    lamilies  in 


Suite  200-B,  325  West 
Mam  Street.  LoinsviUe, 
Kentucky  40202-425 1 ,  tor 
mtonnation  on  how  to  sup- 
i  tamilv  literacy.  Or  call 
i  502  ,1  584-1133  e.xt.  33. 
It  we.  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1,000  comniunities 
across  America.  Bui  ihere  is 
much  mi>re  we  need  to  do. 


We  urge  you  to  write  the 
National  C  enter  tor  F  amil\- 
Literacy,  Waterfront  l^laza. 


achieve  full  litcrac 
then  we  can 


acliieve  anythm 


-4 


Wl    ■\\t\   tili.Mlllll    lO  I  HIS  PUni  K  Al  ION  I-OK  snpl'OR  I  INl'KlNlINt,  IMlsAI) 


on,  albeit  from  a  distance.  The\' 
LunaCorp  success  will  give  tli 
industry  a  boost.  "It  pioneers  t  l 
says  David  Lavery,  a  nasa  man. 

Gump  has  attracted  a  high-po\\ 
if  unpaid — team.  It  includes  Ch 
Thomas  F.  Rogers,  a  former  Mai 
setts  Institute  of  Technology  pi 
who,  while  at  the  Pentagon,  d( 
the  fii'st  satellite  communicatio 
tern,  and  Mercury  astronaut  Sco 
penter,  an  adviser.  And  "Red"  \^ 
er  has  already  built  robots  to 
some  nasty  envii'onments,  inelud 
Three  Mile  Island  nuclear  reactc 

Tiu'ning  the  dream  into  reali 
cost  $80  million  for  the  launch 
million  for  four  rovers.  (Two  w( 
spares,  in  case  the  first  launch 
The  linchpin,  Gump  says,  viill  be  1 
a  theme  park  for  a  $40  million 
ment  in  a  command  center.  He  is 
to  Six  Flags  Coi-p.  and  Universa 
OS  but  nothing  is  signed  yet.  Al 
convert — David  Kennard,  execu 
rector  of  InfoiTnation  Design  Ass 
a  unit  of  Foote,  Cone  &  Belding 
he  has  made  presentations  tc 
where  the  project  is  under  "acti 
sideration." 

In  contrast  to  financing,  the  t( 
challenges  should  be  relatively 
prototype  has  already  maneuvere 
km  obstacle  course  in  Pittsburj 
next  summer,  it  will  head  ou 
1,000-km  desert  jaunt.  Making 
bots  smart  enough  to  ignore 
five  commands  could  take  some 
though.  Says  Carnegie  Mellon  reBl 
er  Eric  Krotkof:  "We  pretend  # 
user  who's  mahcious,  who  keepsj^ 
to  steer  them  over  a  chff." 
NEXT  STOP,  MARS?  Perhaps  the 
hui'dle  is  energy.  The  two-weelj 
"day"  provides  plenty  of  solar  \ 
But  if  the  theme  park  demands  c| 
ous  shows,  the  robots  will  have 
form  duiing  the  lunar  night,  whf 
peratures  plummet  to  170C  belol 
While  nuclear  power  is  one  soli! 
more  politically  correct  option  is  li 
gas,  which  produces  heat  as  it  i| 
tively  decays.  But  kryijton  is  ex]i 
and  could  add  $50  million  to  the| 

NASA  has  poured  $1.3  milhti 
CMU's  robotic  resear-ch  with  hopi 
similar  r-over-s  will  eventually  (1 
Mars.  CoukI  the  Red  Planet  bel 
tar-get  for  private  enterprise,  toj 
haps,  Gump  says.  It  will  take 
for  a  new  gener'ation  of  spaceshii 
investor's  will  be  much  more  eii 
reach  for-  their  wallets  once  somej 
made  a  buck  on  the  moon — everjf 
from  sneaker  ads  and  theme  par| 
By  Stephen  Baker  in  Pifcf 
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Juggling  families,  careers  and  other  time  commitments,  nearly  70%  of  our  6.8  million 
saders  have  time  for  only  one  business  magazine — Business  Week. 

For  these  decision  makers,  time  management  is  the  key  to  their  success.  Whicli  is  precisely 
k'hy  they  devote  an  average  of  1  '72  hours  to  each  issue  of  the  magazine. 

They  trust  Business  Week  to  deliver  both  the  timely  news  and  concise  intelligence  they 
eed  to  manage  their  businesses,  their  careers  and  their  personal  finances. 

For  them.  Business  Week  is  a  must  read,  every  week.  For  our  advertisers,  that  makes  it  a 
ery  intelligent  buy. 

For  information,  call  Bill  Kupper  at  (212)  512-6945,  or  e-mail  adsales(aibusinessweek.com. 


BusinessWeek 


Beyond  Jiews.  Intelligence. 

rces:  MRI,  Spring  1995,  Business  Week  Estimate  for  International,  1993  Business  Week  Subscriber  Study. 

95,  b/The  McGraw-Hill  Companies,  Inc 
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EDITED  BY  AMY  DUNKIN 


THE  QUANTS 

MAY  HAVE  YOUR  NUMBERS 


If  you  invest  in  mutual 
funds,  your  portfolio  is 
probably,  at  least  in  part, 
managed  by  machine.  Many 
managers  use  computers  to 
screen  through  thousands  of 

stocks,  allow-   

ing  them  to 
focus  only  on 
those  with  the  best  j^rospects. 
"It  is  mandatory  to  have 
some  method  of  sorting 
through  the  massive  infoiTna- 
tion  flow,"  says  Thomas  Mad- 
den, who  oversees  domestic 
equity  investing  at  Federated 
Investors. 

But  a  growing  subset  of 
managers  knowii  as  "quants" 
are  gi'anting  the  computer  a 
more  active  role  in  stock  se- 
lection. It's  hard  to  general- 
ize about  quant  funds.  Many 
are  new,  their  methodology  is 
complex  and  often  secret,  and 
their  goals  are  diverse.  With 
the  stock  market  hovering 
neai'  an  all-time  high,  having  a 
dispassionate  comj^utei'  assist- 
ing with  buy  and  sell  decisions 
might  be  comforting.  And 
lately  many  quant  fimds  are 
turning  in  impressive  results. 

Vanguard  Quantitative, 
which  seeks  to  mimic  the 


INVESTING 


characteristics  of  the  Stan- 
dard &  Poor's  500-stock  in- 
dex while  outperforming  it, 
has  returned  an  average 
12.34%  for  the  past  five 
years,  while  Vanguard's  plain 

  vanilla  s&P 

index  fund 
has  averaged 
an  11.9%  five-year  return. 
Quantitative  Numeric,  a 
small-cap  fund  recently  closed 
to  new  investors,  just  earned 
a  five-star  Morningstar  Inc. 
ranking,  thanks  to  a  31% 
thi'ee-year  average  annual  re- 
turn. And  Brad  Lewis,  who 
runs  several  quant  funds  to- 


taling $4  billion  in  assets  for 
Fidelity  Investments,  is  posi- 
tively gloating  over  his  new 
"black  box"  model,  which  has 
helped  him  rack  up  year-to- 
date  returns  of  over  31%  on 
liis  Stock  Selector  and  Small- 
Cap  portfolios. 

"I  don't  think  there  is 
enough  evidence  to  conclude 
that  quant  investing  is  always 
better  than  traditional  re- 
search," says  Amy  Arnott, 
senior  editor  at  fund-rater 
Morningstar.  "But  it's  going 
to  become  more  and  more 
popular."  Assets  are  fiowing 
into  many  of  these  funds,  and 


spnnging 
Quantitativ( 
of  Fluids  in 
Mass.,  has 
thi'ee  new  fi 
the  past  yeai 
The  most  sm 
quant  fimds 
in  domestic  ( 
If  you  alrea( 
a  U.  S.  stoel 
adding  om- 
enhance  yoi 
"Diversificai 
styles  is  im 
:»..'.C'  for  investor^ 
'  Lewis. 

Unless  yii 
a  penchant  for  a  son 
eerie  realm  of  compu 
ence  called  artificial 
gence,  you  probabl.\ 
want  to  know  the  dc 
how  these  models  Wdi 
fice  it  to  say  that  the 
ers  turn  their  invc 
theories  into  computi' 
els,  mostly  using  the 
fundamental  measui' 
economic  data  that  ti-: 
al  managers  do.  But 
managers  take  into  : 
complex  relationshi] 
tween  factors  and  n 
analysis  much  more 
and  dispassionately  tli 
ditional  spreadsheet  a 
ever  could. 

"OUR  INSIGHTS."  Insi 
looking  at  a  handful  i 
ables,  such  as  cash  flo\ 
ings  growth,  and  pri( 
ings  ratios,  quant  m; 
can  program  the  con 
to  review  30  or  40  v;r 
Managers  are  constan 
keiing  with  their  mo(  1 
dating  them  as  they  h  i 

sr 


Funds  that  Take  Their  Cues  from  Computen 


FUND 

FIDELITY  STOCK 
SELECTOR 

QUANTITATIVE 
NUMERIC 

VANGUARD 
QUANTITATIVE 

VISTA  mmn 

&  INCOME 


STRATEGY 


3-YEAR 


Complex  mathematical  "black  box"  crunches  reams  of  data  and  spits  i  1 
out  lists  of  stocks  with  aggressive  growth  prospects  at  fair  values. 

Model  sorts  data  on  small-cap  stocks  every  30  seconds,  looking  \  3 

for  value  and  rising  earnings  estimates.  Turnover  rate  is  350%  a  year. 

Fund  seeks  sector  weightings  and  risk  characteristics  of  the  S&P  500,  ;  1 
but  better  performance.  Computer  runs  3,500  stocks  through  30  models,  i 

Seeking  value  plays,  managers  run  a  model  monthly,  narrowing  down  :  1 
a  list  of  2,500  stocks,  then  following  up  with  fundamental  research. 


'  Average  annualized  total  return  through  Aug.  31,  1995 


DATA:  COMPANIES,  MORNIN'I 
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;  and  relationships  to 
"It's  our  insights" 
the  model,  says  John 
".,  who  manages  Quan- 
Numeric.  "We  just 
imed  the  computer  so 
link  like  we  do."  Adds 
agoiTiiak,  manager  of 
rd  Quantitative:  "It's 
it  has  eliminated  the 
r  good  judgment  and 
I  sense." 

igers  do  more  than 
d  the  printout  to  the 
desk  after  the  model 
rough  the  data,  spit- 
,  a  list  of  stocks  with 
hest  forecasted  re- 
iven  die-hard  quants 
heir  models'  handi- 
)ften,  the  managers 
igh  such  unquantifi- 
riables  as  new-prod- 
elopment  and  execu- 
mges.  Lewis  says  he 
:ks  by  Fidelity's  re- 
lepartment,  but  rare- 
le  analysts  contest 
ngs. 

DEFICIT.  The  mod- 
I't  perfect,  though, 
nger  is  that  manag- 
ht  rely  on  them  too 
ailing  to  keep  on  top 
^es  at  the  company. 
Madden.  Screens 
IBM  to  be  a  great 
ilay  when  its  stock 
IS  falling  in  1992,  says 
.  That's  because  mod- 
dn't  pick  up  that  its 
me  business  was  los- 
to  personal  comput- 
e  models  also  won't 
1  help  in  times  when 
kets'  main  influences 
's  events.  For  exam- 
dels  could  not  react 
nal  fiascos  of  the  past 
eh  as  Mexico's  crisis. 
County's  banki'uptcy, 
collapse  of  Barings, 
of  these  fimds  are  de- 
D  pick  stocks,  not  time 
ket.  Still,  some  quant 
•s  see  signs  (for  exam- 
omparing  the  relative 
f  stocks  to  bonds)  that 
k  market  is  ovei-val- 
ittakes  a  turn  for 
se,  quant  fimds  won't 
the  stoiTn  untossed. 
I  still  might  be  glad 
a  steady  hand,  steer- 
computer,  at  the 
Army  Stone 


BEEP  IF  YOUR  PAGER 
SENDS  VOICE  MAIL 


The  trusty  pager  is 
about  to  get  a  make- 
over. This  fall,  the 

nation's  major  pag- 
ing companies  will  begin  roll- 
ing out  a  new  generation  of 
belt-buckling  units  that  not 
only  receive  but  also  send 
messages.  Some  pagers  will 
become  mini-answering  ma- 
chines, capable  of  relaying 
voice  messages,  rather  than 

9^ 


ted  to  the  unit.  The  pager 
can  store  and  play  back  up 
to  four  minutes  of  messag- 
es. But  you  can  opt  to  have 
the  network  store  additional 
messages  for  an  as-yet- 
undetermined  fee.  When  you 
clear  out  your  old  messages, 
the  network 
will  foward 
the  new  ones  to  you  auto- 
matically. 

BellSouth  Mobilecomm  is 
taking  the  concept  a  bit  fur- 
ther This  fall  it  will  launch 
ReadyTalk,  developed  by 
ReadyCom   in  Chapel 
Hill,  "n.C.   While  the 
ReadyTalk  unit  is  clunki- 
er  than  the  VoiceNow  pag- 
er, it  lets  you  receive  a  voice 
message  and  send  one  back 


COMMUNICATIONS 


Jersey  regions  in  November 
Keep  in  mind  that  Ready- 
Talk  makes  use  of  open 
space  on  existing  cellular  fre- 
quencies. Hence,  there  could 
be  problems  transmitting 
voice  messages  inside  build- 
ings. Plus,  when  the  ft-equen- 
cies  are  crowded  with  phone 
users,  ReadyTalk  messages 
take  a  backseat.  So  while 
most  paging  messages  take  a 
minute  or  so  to  transmit,  a 
ReadyTalk  message  might 
take  five  minutes  or  more. 

The  unit 
stores  up  to 
15  minutes  of  messages. 

Of  course,  not  everyone 
needs  voice  messaging;  some- 
times a  simple  text  note  will 
do  just  fine.  But  now  you'll 
be  able  to  respond  with  a 
text  message  of  your  own. 
Virtually  all  the  big  paging 
companies — including  Page- 
Net, BellSouth,  SkyTel,  Page- 
Mart,  and  AT&T — will  be  of- 
fering some  form  of  two-way 


The  Next  Frontier  in  Paging 


just  phone  numbers  and  a  few 
lines  of  text. 

These  sophisticated  servic- 
es are  possible  because  the 
federal  government  began 
auctioning  off  new  space  on 
the  airwaves  a  year  ago. 
More  than  a  dozen  paging 
companies  bid  $600  million  foi- 
access  to  that  space  and  are 
now  expanding  services  to 
utilize  the  fi-equencies. 
CELLULAR  DELAY.  First  out 
will  be  PageNet's  VoiceNow 
service,  developed  with  Mo- 
torola. This  fall  the  company 
will  test  a  new  pager  in 
New  York,  San  Francisco, 
and  Dallas  that  can  receive 
voice  messages,  with  a  na- 
tional rollout  set  for  the  first 
half  of  1996.  The  price  is  a 
modest  $20  a  month  for  local 
service,  including  the  lease 
of  the  pager. 

Callers  trying  to  reach 
you  simply  dial  an  800  num- 
ber and  leave  a  voice  mes- 
sage, which  is  then  transmit- 


PAGENET 
800  PAGENET 

■) 

SKYTEL 
800  SKYTEL? 

BELLSOUTH 
MOBILECOMM 
800  769-1120 

PAGEMART 
800324-PAGE 


Introduces  VoiceNow  voice  pager  in  Dallas,  New 
York,  San  Francisco  this  year;  goes  national  in 
1996;  $20/month  with  pager 

Rolls  out  Skytel  two-way  pager  on  Sept.  19, 
letting  users  send  and  receive  text;  no  price  yet 

Offering  ReadyTalk  two-way  voice  pager  in 
Southeast  cellular  markets  this  fall;  $30/month, 
excluding  pager 

Begins  two-way  data  paging  by  next  summer; 
voice  paging  in  the  fourth  quarter  of  1996 

DATA:  BUSINESS  WEEK 


to  the  person  trying  to  reach 
you.  Just  talk  into  the  pager 
to  record  a  message,  which 
is  then  forwarded  to  the 
number  of  the  person  who 
called. 

BellSouth  expects  its  ser- 
vice to  cost  less  than  $30  a 
month,  not  including  the 
pager,  which  will  run  $250, 
or  another  $7  a  month.  In- 
itially, it  vdll  offer  the  ser- 
vice in  the  Southeast,  where 
it  provides  cellular  access. 
But  ReadyCom  is  also  licens- 
ing the  technology  to  other 
cellular  providers  such  as 
Comcast,  which  is  expected 
to  make  ReadyTalk  available 
in  the  Philadelphia  and  New 


text  paging  early  next  year. 

If  the  person  paging  you 
has  a  pager,  he  or  she  will 
get  a  beep  confirming  you 
received  the  message.  In  ad- 
dition, you  can  send  back 
one  of  several  brief,  prepro- 
grammed messages  to  the 
person's  pager  or  E-mail  ad- 
dress. If  the  caller  has  nei- 
ther, the  message  could  be 
transmitted  to  a  central 
voice  mailbox  and  then  for- 
warded to  a  home  or  office 
phone  number,  where  a  com- 
puterized voice  could  read 
the  message  out  loud.  Such 
services  leave  you  fewer  and 
fewer  excuses  to  be  out  of 
touch.  Mark  Leivijn 


Personal  Business 


LOOK  MA, 

NO  PLANE  TICKET 


When  passengers 
board  United  Airlines' 
domestic  planes  on 
Sept.  18,  many  of 

them  will  not  be  ticket  hold- 
ers. But  they  won't  be  gate- 
ei-ashers,  either.  They'll  be  us- 
ing an  optional  electronic 
ticketing  system  that  UAL 
began  offering  on  its  Cali- 
fornia shuttles  last  No- 
vember and  is  now  ex- 
tending to  all  its  U.  S. 
flights. 

So-called  E-tickets, 
stored    in  computer 
memory     instead  of 
printed  on  paper,  ai'e  the 
latest  innovation  in  air 
travel.  Airlines  expect  to 
save  millions  of  dollars 
by  reducing  the  costs  in- 
volved in  issuing  and  pro- 
cessing  paper  tickets 


nental  Airlines,  which  began 
offering  ticketless  travel  in 
April,  1995,  has  it  on  50%  of 
its  domestic  flights  and  will 
expand  the  service  nation- 
wide by  yearend.  American 
Airlines 
and 


Carriers  That  Go  Ticketless 


AIRLINE 

ALASKA  AIRLINES 
800  426-0333 

CONTINENTAL 
800  525-0280 

SOUTHWEST 
800  435-9792 

UNITED 

800  241-6522 

VALUJET 
800  825-8538 


PROGRAM 

Rolling  out  ticketless  option  to  all  42  destina- 
tions in  the  Northwest  and  West  by  November 

E-ticketing  available  in  49  cities;  will  be 
expanded  to  most  routes  by  yearend 

Ticketless  option  offered  on  all  flights 
throughout  its  22-state  route  system 

Beginning  Sept.  18,  will  offer  E-tickets  on 
2,000  daily  domestic  flights;  ticketless  pas- 
sengers earn  500  bonus  frequent-flier  miles 

Pioneered  ticketless  travel  two  years  agO; 
available  on  its  25  routes 

DATA  BUSINESSWEEK 


UAL,  which  is  looking  into  ex- 
panding the  service  to  inter- 
national flights  next  year,  is 
the  first  major  carrier  to 
make  vddespread  use  of  tick- 
etless travel.  Atlanta-based 
ValuJet,  a  small  regional  air- 
line, pioneered  systemwide 
E-tickets  two  years  ago,  and 
regional  Southwest  Airlines 
started  offering  them  on  all 
its  flights  last  January.  Conti- 


Northwest  will  introduce  E- 
tickets  in  a  number  of  test 
markets  in  1996. 

UAL,  which  is  enticing  cus- 
tomers to  try  out  the  system 
with  bonus  frequent-flier 
miles,  says  electronic  ticket- 
ing is  aimed  mainly  at  fre- 
quent fliers  on  short  business 
trips.  The  advantage  is  that 
travelers  can  make  reserva- 
tions, buy  tickets,  get  refiinds, 


or  change  then-  routes  just  by 
using  their  phone  and  credit 
cai'd.  There  is  no  paper  docu- 
ment to  worry  about  picking 
up,  receiving  in  the  mail,  for- 
getting at  home,  losing,  or 
having  stolen.  "Most  of  the 
time,  our  business  travelers 
make  last-minute  changes  to 
theii'  routes  or  times  of  de- 
parture," says 
Mark  Koehler, 
ual's  E-ticket  project  manag- 
er. With  E-tickets,  you  can 
change  your  flight  up  to  one 
hoiu'  prior  to  departure  with 
just  one  call — though  you 
still  have  to  pay  any  extra 
charge  for  canceling  your 
original  ticket. 

To  reserve  E-tickets, 
customers  book  their 
flights  by  phoning  the 
airiine's  reservation  cen- 
ter or  a  travel  agent  and 
paying  with  a  credit  cai"d. 
If  requested,  they  vrill  receive 
an  itinerary  of  the  journey 
and  a  receipt  by  mail  or  fax. 
On  the  day  of  depaiture,  pas- 
sengers identify  themselves 
at  the  airport  ticket  counter 
with  a  photo  I.  D.,  such  as  a 
driver's  license  or  passport, 
or  the  credit  card  used  to 
purchase  the  ticket.  Some 
carriers,  such  as  Southwest 
and  Continental,  give  passen- 
gers a  confirmation  number 
as  an  extra  security  feature. 
CURBSIDE  CHECKHN.  Don't  ex- 
pect just  to  roll  out  of  your 
car  and  onto  the  plane:  Most 
E-ticket  passengers  still  have 
to  line  up  at  ticket  counters  to 
check  luggage  and  get  a 
boarding  pass.  However,  air- 
lines are  tiying  to  speed  up 
those  procedui'es  by  allowing 
curbside  check-in  for  ticket- 
less travelers  with  photo  ids. 
Early  next  year.  Continental 
and  United  also  plan  to  install 
automated  check-in  machines 
that  dispense  boarding  passes 
and  assign  seats;  Continental's 
will  even  check  luggage. 
Southwest  ticketless  passen- 
gers can  go  straight  to  the 
boarding  gate  if  they  have 
only  cany-on  bags. 

One  drawback  is  that  only 
about  50%  of  travel  agencies 
have  a  computer  reservation 
system  compatible  vrith  elec- 
tronic ticketing.  So  there's  a 


TRAVEL 


good  chance  your  agei.  e 
handle  a  ticketless  bski 
In  fact,  most  ticketlessr. 
ers  call  airlines  directb" 
works  well  for  pastn 
traveling  on  routes  wh 
quent  flights  and  Uttlt 
tion  in  airfares,"  says 
Tanner,  chief  execu 
Minneapolis-based  ( 
Wagonlit 
the  secoi 
est  U.  S.  agency.  "Bi 
people  like  to  shop  ar( 
the  best  price  ami 
schedule  and  need  a 
agent  to  find  the  best 
If  you  are  used  to 
your  own  arrangemei 
ing  online  can  help 
United  Connection  ni 
puServe  allows  you 
flight  schedules,  shop 
fares,  and  purchase 
less  travel  through  y 
An  updated  version 
available  on  the  Mi 
Network  next  year  a 
be  for  sale  on  disk 
November.   But  E 
cannot  currently  be 
on  other  consumer 
services,  such  as  Ai 
Airlines'  EaasySahi 
Worldspan  Travel 
operated  by  Delta,  t\. 
Northwest. 

So  fai',  passengers  Ivi 
sponded  well.  Southwst 
example,  says  30%  of 
tomers  opt  to  go  tie 
Who  says  only  milli 
with  private  planes  c; 
el  without  a  ticket  i 
pocket?  Silvia  !:  >! 


m  MAIL-ORDER  PCs. 

to  buy  a  personal  e 
puter  by  mail?  The 
ter  Business  Burea 
veyed  27  nationally 
advertised  direct-n 
companies  to  comp; 
price  (on  90  Mhz  P< 
tium  systems),  tecl: 
port  hours  and  ave) 
wait  times,  and  wai 
ty  and  return  polici 
For  a  free  copy,  wr 
the  BBB  of  Metropo 
New  York,  257  Par 
enue  South,  New  Y 
N.  Y.  10010. 
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G  Electronics 


GoldStar 

The  future  is  making  sense 

see  richer  colours.  She'll  see  sharper  clearer  pictures.  She'll  even  see  the  person  she's 
I  to  on  the  telephone.  Our  commitment  to  the  future  will  see  to  that. 


Audio/Visual  Equipment  '  Home  Appliances  'Computers  '  Office  Automation  'Multimedia 


Every  minute  of  every  day,  our  111  brands  and  companies  analyze,  edit  an 
interpret  infcjtmation   for  an   ever -changing   worlci.  So  you   can   mal<e   the  most 


The  McGmivHill  Companies 

Keeping  the  world  up  to  speed 
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siness  Week  Index 


lUCTION  AND  LEADING  INDEXES 


;e  from  last  week:  0  5%  Change  from  last  week:  0.1% 

[e  from  last  year:  7.0%  Change  from  last  year:  7.9% 


PRODUCTION  INDEX 


 I  ■  ■  ■  ■  ■  1  ■  ■  ■  ■  ».  ^.iO 

;pt.  Jan.  Mdv  Sept 

194  1995  1995  1995 

5  are  4-week  moving  averages 

uction  index  rose  m  tfie  week  endmg  Sept.  2.  Before  calculation  of  the 
c  average,  the  index  increased  to  127.4,  from  126.1  the  week  before, 
nonth  of  August,  the  index  advanced  to  125.4  from  123.3  in  July, 
ing  index  also  rose  m  the  latest  week,  pushed  up  by  higher  stock 
id  lower  bond  yields.  The  unaveraged  index  increased  to  262.6,  from 
e  week  before.  For  August,  the  index  rose  to  261.9,  from  261.8  in 

index  copyright  1995  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1995  by  CI8CR 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (9/9)  thous.  of  net  tons 

1,984 

1,949# 

10.4 

AUTOS  (9/9)  units 

112,401 

118,296r# 

0.5 

TRUCKS  (9/9)  units 

99,189 

105,651r# 

-4.7 

ELECTRIC  POWER  (9/9)  millions  of  kilowatt-firs. 

66,148 

72,418# 

10.5 

CRUDE-OIL  REFINING  (9/9)  thous  of  bbl  /day 

14,730 

]4,282# 

2.3 

COAL  (9/2)  thous.  of  net  tons 

20,705# 

20,317 

-1.2 

PAPERBOARD  (9/2)  thous.  of  tons 

837. 7# 

889. 9r 

-6.5 

PAPER  (9/2)  thous.  of  tons 

847. 0# 

850. Or 

-0.9 

LUMBER  (9/2)  millions  of  ft. 

457. 2# 

465.9 

-3.6 

RAIL  FREIGHT  (9/2)  billions  of  ton-miles 

25. 7# 

25.0 

4.5 

Sources:  American  Iron  &  Steel  Institute,   VJard's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA',  SFPA^,  Association  of  American  Railroads 


ING  INDICATORS 


PRICES  (9/9)  S&P  500 


PRICES 


LATEST      WEEK  YEARLY 
WEEK        AGO      %  CHG 

570.58     561.14  21.0 


ATE  BOND  YIELD.  Aaa  (9/9) 

7.33 

/o  7.39% 

-10.8 

RIAL  MATERIALS  PRICES  (9/9) 

113.5 

114.3 

NA* 

SS  FAILURES  (9/1) 

NA 

NA 

NA 

ITATE  LOANS  (8/30)  bilhons 

$495.4 

$494. 7r 

11.9 

SUPPLY,  M2  (8/28)  billions 

$3,709.8 

$3,708.9r 

3.7 

CLAIMS.  UNEMPLOYMENT  (8/26)  thous 

349 

348r 

4.8 

;  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
oody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
;ompanies),  Federal  Reserve.  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
failures  and  real  estate  loans.  "Historical  data  available  from  CIBCR. 


{EST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

L  FUNDS  (9/12) 

5.65% 

5.86% 

4.70% 

fliCIAL  PAPER  (9/13)  3-month 

5.72 

5.77 

4.95 

GATES  OF  DEPOSIT  (9/13)  3  month 

5.71 

5.75 

4.96 

ORTGAGE  (9/8)  30-year 

7.84 

7.95 

8.66 

ABLE  MORTGAGE  (9/8)  one  year 

5.85 

5.86 

5.56 

9/13) 

8.75 

8.75 

7.75 

Federal  Reserve.  HSH  Associates.  Reuters  Holdings  PLC 


GOLD  (9/13)  $/troy  oz. 

UTEST 
WEEK 

384.900 

WEEK 
AGO 

380.050 

YEARLY 
%CHG 

-1.5 

STEEL  SCRAP  (9/12)  #1  heavy,  $/ton 

143.50 

146.50 

6.7 

COPPER  (9/8)  (Z/lb. 

136.2 

137.3 

12.3 

ALUMINUM  (9/8)  e/ib 

82.5 

85.5 

8.8 

COTTON  (9/8)  strict  low  middling  1-1/16  in.,  e/lb 

88.56 

90.55 

22.1 

OIL  (9/12)  $/bbl. 

18.73 

18.51 

12.2 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (9/13) 

LATEST 
WEEK 

102.59 

WEEK 
AGO 

98.74 

YEAR 
AGO 

99.23 

GERMAN  MARK  (9/i3) 

1.50 

1.48 

1.55 

BRITISH  POUND  (9/13) 

1  55 

1.55 

1.56 

FRENCH  FRANC  (9/13) 

5.15 

5.09 

5.30 

ITALIAN  LIRA  (9/13) 

1617.0 

1621.5 

1563.8 

CANADIAN  DOLLAR  (9/13) 

1-35 

1.34 

1.35 

MEXICAN  PESO  (9/13)' 

6.285 

6.240 

3.406 

Sources:  Major  New  York  banks.  Currencies  expressed 
except  for  British  pound  m  dollars 


units  per   U  S  dollar, 


a  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
:.  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


SE  WEEK  AHEAD 


SS  INVENTORIES 

Sept.  18,  lOa.m.h-  Inventories 
manufacturers,  wholesalers,  and 
are  expected  to  show  a  0.4% 
in  July,  according  to  the  median 
of  economists  surveyed  by  mms 
onal,  one  of  the  McGraw-Hill  Cos. 
/els  had  risen  0.2%  in  June.  If  the 
n  is  on  the  mark,  inventories  would 
2  third  quarter  rising  slightly  less 
ir  average  second-quarter  pace,  sug- 
hat  businesses  continue  to  rein  in 
sntory  growth. 

G  STARTS 

,  Sept.  19,  8:30  a.m.  ►  Builders 
3und  on  new  homes  at  an  annual 


rate  of  1,38  million  units  in  August,  the 
same  as  in  July,  say  the  forecasters.  July 
starts  had  surged  to  the  highest  level  of  the 
year,  as  lower  interest  rates  boosted  sales. 

INTERNATIONAL  TRADE 

V.'ednesday,  Sept.  20,  8:30  a.m.  ►  The 
trade  deficit  for  goods  and  services  is 
expected  to  have  narrowed  a  bit  in  July,  to 
$10.9  billion,  from  $11.3  billion  in  June, 
say  the  economists.  If  so,  the  trade  gap 
would  begin  the  third  quarter  a  shade  below 
the  second-quarter  average,  so  trade  may  not 
be  as  big  a  drag  on  economic  growth  as  it 
was  in  the  second  quarter.  July  exports  are 
expected  to  have  advanced,  while  imports 
apparently  held  steady. 


FEDERAL  BUDGET 

Friday,  Sept.  22>  The  federal  budget  for 
August  is  expected  to  have  been  in  deficit  by 
$28  billion,  up  from  August,  1994's  red  ink 
of  $24.3  billion.  The  deficit  for  the  first  10 
months  of  the  fiscal  year  totaled  $133,9  bil- 
lion. The  August  projection  would  bring  the 
deficit's  12-month  moving  sum  to  $161.1 
billion,  suggesting  that  the  budget  gap  is  on 
target  to  hit  the  Congressional  Budget 
Office's  latest  projection  of  $151  billion. 
That  would  bring  the  deficit  down  to  2,3%  of 
gross  domestic  product,  the  lowest  in  rela- 
tion to  the  size  of  the  economy  since  1979. 
Improvement  in  the  most  recent  years  stems 
mainly  from  increased  receipts,  reflecting  the 
strength  of  the  economy. 


BUSINESS  WEEK  /  SEPTEMBER  25.  1995  151 


HENRY 
DREYFUSS 
ASSOC  I  A  T 


E  S 


Design 
Consultants 


Consistently  successful  in  the 
marketplace,  our  designs  are 
also  consistent  award  winners. 

•  Product  Development 

•  Human  Factors  &  Ergonomics 

•  Corporate  and  Brand  Identity 

•  Graphical  User  Interface 

•  Transportation  Interiors 

•  Prototyping  &  Modelmaking 


423  West  55  St     New  York,  NY  1 001 9 
1  800  957  8662  Fax  21 2  265  5839 


This  Week, 
Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 

Sunddy  WmgS  and  multimedia 
got  you  thinking  of  a  new  PC  for  your 
home?  Find  out  the  latest  on  the  PC 
marketplace  from  Andy  Bose  of  Link 
Resources  and  Gary  McWilliams  of 
Business  Week.  Sept.  17 
9  p.m.  EDI  in  the  Globe 

Wednesday  Interview  author 
Kurt  Eichenwald  of  the  best-seller 
Serpent  on  the  Rock,  about  how  Pru- 
Bache  limited  partnerships  put  the 
bite  on  investors.  Sept.  20 
8  p.m.  EDT  in  the  Globe 


Transcripts  ot  all  conferences  are  available  for 
downloading  from  the  BW  Online  area  on  AOL 
soon  after  each  event.  For  a  free  '''^'^|^ 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoty  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
ComMoies  listed  only  in  tables  are  not  included. 


Aames  Financial  12 
Acer  110,119 
Al-Mawarid  B8 
Alliant  Technology  108 
Allstate  Insurance  (ALL)  64 
AlphaBlox  20 
AMC  Entertainment  56 
American  Airlines  (AMR)  148 
Apple  Computer  (AAPL)  12.72, 
110.142 

Arab  Television  &  Radio  88 
Arco(ARC)  140 
AST  Research  (ASTA)  66 
@  Cafe  64 

AT&T(T)  119. 130, 142. 147 
AutoPacific  Group  54 

B 


Ballast  Nedam  88 
Bank  South (BKSO)  108 
Banngs  66 

Bell  Atlantic  (BEL)  14,117 
BellSouth  (BLS)  147 
Berkshire  Hathaway  (BRK)  59 
Best  Buy  (BBY)  110 
Black  &  Decker  (BDK)  58,130 
Body  Shop  International  83 
Booz  Allen  58 
Bridgestone  61 
British  Airways  59 
Brown  Brothers  Harnman  58 
Buildware  Market  126 
Burlington  Northern  (BNI)  100 


California  Angels  56 
Capital  Cities/ABC  (CCB)  56 
Carlson  Wagonlit  Travel  148 
Carter  Holt  Han/ey  117 
Caterpillar  (CAT)  61 
CDA  Investment  Technologies  8 
Challenger,  Gray  &  Christmas  25 
Chanel  83 

Chase  Manhattan  Bank  (CMB)  6, 
8,  88 

Children's  Courtyard  64 
Chrysler  (C)  54,58.66,88,100 
Circus  Circus  (CIR)  84 
Citicorp  (CCD  6.58.88 
CMM  122 
CNAFmancial  88 
CNW  Marketing  54 
Coca-Cola  (KG)  66 
Columbia/HCA  (COL)  12.61 
ComCast  (CMCS)  147 
Compaq  (CPQ)  58.72.88.110 
CompuCom  Systems  110 
CompuServe  148 
Continental  Airlines  (CALA)  148 
Cray  Research  (CRY)  140 
CS  First  Boston  88 
Cyber  Java  64 


Dayton  Mining  107 

Dell  Computer  (DELL)  liO' 

Delta  Air  Lines  (DAL)  59. 148 

Design  Edge  130 

Diamond  Fields  Resources  107 

Digital  Equipment  (DEC)  110 

Directorship  6 

Dolby  Laboratories  122 

Dong  Ah  Constnjction  88 

Dong  San  Construction  88 


Eastman  Kodak  (EK)  67 
Edward  S.  Gordon  56 
Ek  Chor  China  Motorcycle  106 
Elektrobit  120 
Enron  (ENE)  119 


Fairmont  Hotel  Management  88 
Federal  Express (FDX)  119 
Fidelity  Investments  (FMC)  146 
Fieldcrest  Cannon  (ELD)  61 
First  Philippine  Intrastaicture  119 
Foote.  Cone  &  Belding  142 
Ford(n  54.78.106 
Forrester  Research  110 
Four  Seasons  Hotels  (FHS)  88 
Fu|i  Photo  Film  67 


Gateway  2000  (GATE)  110 
General  Electric  (GE)  108 
General  Motors  (GM)  54 
Glaverbel  108 
Gold  Strike  84 
Goldman  Sachs  56,88 


H.J,  Heinz (HNZ)  117 
Harlem  Globetrotters  8 
Hewlett-Packard  (HWP)  110 
Hilton  Hotels  (HLT)  84 
Hogan  &  Harlson  88 
Honda  (HMC)  54 
House  of  Investments  119 
HSBC  Martlets  25 
Hyundai  78 

I 


IBM  (IBM)  58,64,66,67,72,110, 
114E,  130, 146 
IDEO  130 

Information  Design 
Associates  142 
Intel  (INTL)  12,100,140 
International  Paper  (IP)  117 
Itoham  Foods  117 


Jackson  MJJ  88 

Japan  Steel  Woriis  108 

Jiangling  Motors  106 

John  Hancock  84 

Jones,  Day  Reavis  &  Pogue  61 

Jupiter  Communications  125 

K 


Lanco(C)me  83 
Lehman  Brothers  (LEH)  88 
Lepton  Technologies  12 
Liberty  Media  (LBTYA)  108 
Link  Resources  IIO 
Lotus  (LOTS)  20 
LunaCorp  142 

M 


Mattel  (MATT)  110 
Maybelline  (MAY)  83 
McGraw-Hill  (MHP)  151 
MCKMCIC)  6,58 
McKinsey  116 
Mediaset  88 

Memll  Lynch  (MER)  25, 88 
Metroplex  Berhad  119 
MGM  Grand  (MGG)  84 
Microsoft  (MSFI)  12,20,67,110. 
14. 148 

Midas  Fund  107 
Mighty  Ducks  of  Anaheim  58 
Mirage  Resorts  (MIR)  84 
Mitsubishi  Electric  154 
MMS  International  (MHP)  151 
Mobil  (MOB)  140 
Modi  Films  122 
Morningstar  107. 146 
Motorola  (MOT)  130 
Music  Pen  125 


Olin  108 

Oppenheimer  Management  66 
Oulu  Technologies  120 
Overnite  Transportation  61 

P 


Kemper  Global  Income  Fund  120 
Kia  78 

Kingdom  Establishment  88 


Packard-Bell  IIO 
PageMart  147 
PageNet  147 
PaineWebber  (PWJ)  110 
ParaMagnetic  Logging  140 
Paramount  66 
Plaza  Hotel  88 
Polaroid  (PRO)  67 
Post  Ranch  6 
Procter  &  Gamble  (PG)  67 
Product  Genesis  130 
Pseudo  125 


Research  Frontiers  (R^ 
Rizal  Commercial  Ban| 
Royal  Dutch/Shell  114 
Rubbermaid  (RBD)  13| 

S 


National  Australia  Bank  117 

National  Industrialization  88 

National  Semiconductor  66 

NationsBank  (NB)  108 

NBA  66 

NBC  108 

NEC  58.72.1  10 

Need  2  Know  125 

Newmont  Mining  (NEM)  100 

New  Zealand  Telecom  117 

Nippon  Telegraph  &  Telephone  72 

Nissan  54 

Nokia  120 

Northern  Trust  (NTRS)  25 
Northwest  Airlines  (NWAC)  148 


Saks  Fifth  Avenue  88,| 
Samsung  Electronics 
Sanlam  Properties  n\ 
Sanyo  Electric  108 
Schlumberger  (SLB)  l| 
Scott  Paper (SPP)  101| 
Sears (S)  83 
Shell  Oil  154 
Shenzhen  North  Jiansl^ 
Moyorcycle  106 
Shiseido  117 
Shoprite  Checkers  12l 
Silicon  Graphics  (SGI)| 
Six  Flags  OWX)  142 
SkyTel  147 

Sony(SNE)  IIO  I 
Southwest  Airlines  (Lli 
St.  Ivel  66 

State  Bank  of  India  lj 
Steelcase  130 
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Editorials 


THE  OTHER  SHAME  OF  BOB  PACKWOOD 


The  diaries  of  Senator  Bob  Packwood  show  that  his  polit- 
ical life  was  as  sleazy  as  his  private  one.  The  documents 
are  a  sad  chronicle  of  abuse  of  power  and  a  misbegotten 
mix  of  campaign  contributions  and  special  tax  legislation.  If 
this  scandalous  kind  of  influence-peddling  is  typical  of  Wash- 
ington behavior  (as  Friends  in  High  Places,  the  latest  book  on 
insider  Clark  M.  CHfford,  tells  us  it  is),  then  lobbying  and 
campaign-finance  refonns  must  come  at  once. 

The  Packwood  diaries  are  a  window  into  a  legislative 
chamber  of  horrors.  His  drinking  buddies  were  lobbyists 
who  used  their  access  to  the  senior  Republican  on  the  tax- 
writing  Senate  Finance  Committee.  The  lobbyists  raised  cash 
for  Packwood  campaigns  while  their  clients  had  issues  pend- 
ing before  the  committee.  In  the  diaries,  Packwood  admits  to 
a  lobbyist  for  Shell  Oil  Co.  that  he  was  doing  him  a  favor  by 
getting  a  special  oil  tax  bill  passed.  The  man  was  a  close  per- 
sonal friend  who  raised  money  for  his  reelection. 

Before  the  Senate  Ethics  Committee  investigating  his  be- 
havior, Packwood  insisted:  "I  don't  trade  my  vote  for  money." 
But  according  to  the  diaries,  that  didn't  stop  him  fi'om  asking 
a  lobbyist  for  one  foreign  company  for  a  $7,500-a-yeai'  retainer 
for  Packwood's  soon-to-be-divorced  wife. 

Packwood  does  not  stand  alone  in  his  cynical  attitude.  For 
too  long,  senators  and  congressmen  have  confused  clients'  in- 
terests with  national  interests  and  personal  favors  with  prin- 
ciple. Even  now,  the  House,  under  Newt  Gingiich  (R-Ga.),  re- 
fuses to  take  up  lobbying  reform,  and  the  greediest  goi'gers 
on  PAC  money  these  days  are  the  freshmen  Republicans 
elected  in  1994  on  a  platfonn  of  changing  Washington.  How 
sad  it  is  to  see  them  in  Congi'ess,  shoulder-to-shoulder  with 
lobbyists,  thanking  them  for  helping  wTite  legislation  that 
vdll  only  benefit  their  clients. 

What's  needed  now  is  an  aggi'essive,  three-pronged  effort 
to  cleanse  the  cauldron.  First,  special-interest  money  should  be 


elhninated  as  quickly  as  possible.  The  House  should  foJ 
lead  of  the  Senate,  which  already  has  passed  legislatil 
ning  gifts,  ending  an  era  of  Caiibbean  ciiuses  paid  for  | 
cial-interest  gi'oups.  The  Senate  also  has  passed  lej 
that  forces  lobbyists  to  disclose  their  activities,  and| 
fii'st  time  requires  those  who  lobby  the  executive  br 
list  themselves  as  lobbyists.  This  would  reinforce  Pi| 
Clinton's  recent  executive  order  on  White  House  lobb^ 
closure  requirements. 

Second,  the  penalties  for  evading  existing  donatij 
should  be  toughened,  including  much  larger  fines  and 
prison  terais.  The  Packwood  diaries  outlined  how  so-i 
dependent"  expenditures  are  often  illegally  coordinati 
a  campaign — so  a  gToup  can  spend  far  more  than  tM 
limit  on  behalf  of  a  candidate.  Also,  "soft  money"  (wlj 
law,  is  to  be  used  for  building  party  organizations) 
funneled  improperly  to  specific  campaigns,  as  Demoel 
cused  then-National  Republican  Senatorial  Committeq^ 
man  Phil  Gramm  of  doing  for  Packwood  in  the  1992 
These  soft-money  contributions  allow  corporations, 
and  large  individual  contributors  to  evade  donatioil 
by  giving  hundreds  of  thousands  of  dollars  to  party  f 
zations.  This  is  wrong  and  should  be  stopped  immed^ 

Campaign  reform  is  trickier.  Fully  financing  car 
with  tax  dollars  would  be  expensive — costing  perhaj 
miUion — and  unhkely  ever  to  pass  Congi-ess.  A  reasor 
ternative  would  be  to  limit  the  maximum  contribul 
political  action  committees  to  the  same  level  as  individj 
tributions — $1,000  now.  That  would  reduce — but  nol 
nate — the  money  fiow.  In  addition,  there  should  be  a  vJ 
spending  hmit.  If  one  candidate  spends  over  the  liml 
tax  money  would  be  provided  to  his  or  her  opponenl 
Packwood  diaiies  show  just  how  deep  the  coiTuption  r| 
time  to  do  something  about  it. 


REAPPOINT  ALAN  GREENSPAN 


Over  the  next  six  months,  two  extraordinary  things  will 
happen.  Legislation  to  balance  the  federal  budget  will 
pass,  and  three  slots  will  be  open  at  the  Federal  Reserve,  in- 
cluding Alan  Greenspan's  spot  as  Fed  chairman.  Who  will 
guide  the  nation's  monetary  policy  over  the  next  few  years 
will  be  even  more  important  than  usual.  That  is  why  Clinton 
should  reappoint  Greenspan,  who  has  done  a  good  job  in  a  dif- 
ficult period.  At  the  same  time,  he  should  fill  the  other  two 
slots  with  governors  who  understand  how  the  economy  is 
changing. 

A  budget  that  moves  toward  balance  over  a  period  of 
years  will  dramatically  shift  the  mix  of  fiscal  and  monetary 
policies  needed  to  assure  the  continued  prosperity  of  the  na- 
tion. A  shrinking  deficit  means  a  drag  on  the  economy,  at  least 


in  the  short  run,  as  government  jobs  are  eliminatj 
funds  for  Medicare  and  other  programs  are  cut. 
this  will  presumably  be  cushioned  by  a  drop  in  long- 
terest  rates,  which  will  stimulate  investment.  But 
must  stand  ready  to  be  an  active  player  as  well,  if  itl 
essary  to  cut  short-term  rates  to  compensate  for  th^ 
stimulus  from  government  spending. 

Such  talk  is  anathema  to  Senate  Republicans.  With 
already  open,  and  Vice-ChaiiTnan  Alan  S.  Blinder  apj 
ready  to  return  to  Princeton  University,  there  are  si^ 
the  Republicans  will  reject  any  nominee  who  is  not 
enough  on  inflation.  An  economic  litmus  test  for  the 
Reserve  Board  may  be  good  pohtics,  but  it  won't  sej 
best  interests  of  U.  S.  workers  and  businesses. 
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SS  LUXURY  IMPORTS.  FORTUNATELY,   ITS  PRICE  ISN'T. 


When  dcsionino  the  hoJy  structure 
lor  the  Aurora,"  our  iqoal  was  to  create 
one  as  rioid  as  any  ol  the  top  luxury 
perlormance  sedans.  Alter  all,  structural 
inteority  inlluences  everythino  Ironi  ride 
quality  and  liandlinsj  precision  to 
occupant  protection  and  the  elimination 
ol  squeaks  and  rattles.  It's  what  eiives  a 
driver  the  ethereal  leelino  ol  "I'm-in- 
char£;e-l-leel-secure"  when  motorino 
down  the  road.  Well,  to  that  end,  we 
more  than  succeeded.  Ol 
course  you  can  still  spend 
tens  ol  thousands  more  lor  an  import  with 
similar  qualities.  But  the  way  we  see  il,  that's 
a  hard  price  to  pay.  For  more  inloi'mation, 
call  1-800-718-7778.  Demand  better. 
A  u  r  o  r  a   by    Olds  ni  o  b  i  1  c. 
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while  still  allowing  you  to  control  editorial  access. 


A  word  processor  is  a  word  processor  is  a  word  prot . 
Wrong,  wrong,  wrong. 

Introducing  Lotus  Word  Pro  96.  It's  the  first  word 
that  understands  how  people  in  your  company  work  today. 
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cessing  tools  to  a  whole  new  level.  With  Ask  The  Expert, 
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Colleen,  was  certain  that  Dow  Coming 
breast  implants  were  destroying  her 
health-and  that  the  company  had 
^'^^^'^d  to  inform  women  of  the  risks, 
is  their  wrenching  story. 
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STRATEGIES 
TO  KEEP  YOU 
A  MOVE  AHEAD 
IN  MULTIMEDIA 
COMPUTING. 


To  make  the  most 
of  multimedia  opportunities,  you 
need  a  game  plan  that  lets  you  keep  all  your 
pieces  in  play,  o-^   Fujitsu  can  help.  Ever  since  we 
introduced  the  world's  first  personal  computer  with  a  built-in 
CD-ROM  in  1989,  we've  been  a  move  ahead.  We're  bringing 
the  vitality  of  virtual  reality  to  on-line  communications  with 
our  new  animated  chat  program,  WorldsAwayT  recently 
launched  on  CompuServe?  cP  Our  groupware  programs  knit 
co-workers  into  more  efficient  and  productive  teams,  and  our 
mobile  computing  systems  are  putting  multimedia  on  the  road. 
Cp  We're  bringing  flicker-free,  flutter-free  video  and  sound 
performance  to  computers  everywhere  with  our  audio-visually 
optimized  data  storage  devices,  and  our  Synchronous 
DRAMs  meet  the  memory  requirements  of  today's 
multimedia  applications.   cP    As  a  $36  billion 
company  with  a  worldwide  multimedia 
investment,  it  makes  sense  to  check 
us  out.   Before  you  make 
your  next  move. 


FU  ITSU 


COMPUTERS,  COMMUNICATIONS.  MICROELECTRONICS 


Our  Business  I: 
See  What  The  G 


[elping  ¥)ur s 
ipetition  Can't. 


Both  you  and  your  competition  have  similar  goals  in  sight. 
And  who  gets  there  first  will  depen  d  on  who  h  as  a  sh  arper  vision 
of  the  future. 

GE  Capital  Services  can  help  you  provide  your  customers  with 
more  value -giving  you  the  competitive  edge.  Like  helping  a  major 
auto  company  develop  a  nationwide  leasing  program  within  60  days, 
^    which  involved  the  successful  training  of  54  dealers.  Or  helping 
a  ynem.bership  warehouse  club  achieve  growth  through  sales  while 
allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  were  25  diversified  businesses.  Each 
one  is  dedicated  to  developing  and  delivering  products  and  services 
that  help  you  see  opportunities  before  the  competition.  Give  us  a  call 
at  1-800-243-2222.  And  see  what  the  competition  cant. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING  •  CONSOLIDATED  FINANCIAL  INSURANCE 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY 
FLEET  SERVICES  •  GECC  FINANCIAL  (HAWAII)  •  GENSTAR  CONTAINER  •  GLOBAL  CONSUMER  FINANCE 
GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE 
MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


COVER  ST 


Li 


TRAPPED 

What  happen 
Dow  Coming 
ager,  steepec 
company's  ci 
starts  to  beli( 
wife's  breast 
plants  made 
sick? 

page  104 


Cover  Story 

104    INFORMED  CONSENT 

As  John  Swanson  shaped  the  ethics 
progi'am  at  Dow  CotTiing,  his  wife, 
Colleen,  fell  ill  after  receiving  Dow 
Corning  breast  implants.  Here,  in  an 
adaptation  from  a  forthcoming  book  by 
Senior  Writer  John  Byrne,  is  an  account 
of  the  Swansons'  harrowing  dilemma 

News:  Analysis  &  Commentary 

56    DIVIDE  AND  CONQUER 

To  become  more  competitive  under 
deregulation  and  boost  its  stock  price, 
A'lW-T  breaks  off  into  three  parts 
58    THE  STORY  BEHIND  THE  STORY 

How  an  investigative  piece  sparked  a 
classic  First  Amendment  battle 

60  COMMENTARY 

The  disturbing  trend  toward  secrecy  in 
the  courtroom 

61  BARE  KNUCKLES  AT  CHRYSLER 
Ti'acinda  ( -orp.'s  Jenjme  Wii'k  is 
readying  a  full-scale  assault  on 
management 

62  IS  SPINDLER  A  SURVIVOR? 
Despite  another  bad  quarter  and 
shortages  of  key  parts,  Apple's  board 
swears  he's  staying 


64    OPRAH'S  FINALE? 

Her  ratings  are  down,  and  the  queen  of 
daytime  tv  is  feeling  so  "burned  out" 
that  she  may  move  on 

66    STORM  WARNING 

Edginess  about  the  weather  is  causing 
winter  cancellations  in  the  Caribbean 

68    KILLING  THE  FIELD  OF  DREAMS 

The  Boston  Red  Sox  are  planning  to 
sera))  storied  Fenway  Park 

70    IN  BUSINESS  THIS  WEEK 

Colgate-Palmolive,  Nike  vs.  Reebok, 
Seagate  will  buy  Conner,  Ford,  0.  J.,  a 
fi)  standard,  the  .\fl  sues  Jetry  Jones 

International  Business 

76  EUROPE 

Faced  with  overcapacity  and  consumers 

on  tight  budgets,  auto  makers  aim  to 

give  more  car  for  the  money 
78  KOREA 

Under  U.S.  pressure,  Korea  opens  its 

telecom  market 
80  FOLLOW-UP 

Readers  take  a  shine  to  Jimmy  Lai's 

new  daily  newspaj^er 
83    INTERNATIONAL  OUTLOOK 

Hong  Kong:  "We  are  moving  into 

a  major  confrontation" 


26 


30 


53 


73 


117 


85 


95 


Economic  Analysis  ^ 

ECONOMIC  VIEWPOINT 

Kuttner:  Pat  Buchanan,  regulatfc. 
ECONOMIC  TRENDS 

A  new  Asian  trade  deficit,  the 
for  kids  who  work,  Quebec  librt 
be  lonely,  state  tax  incentives 
BUSINESS  OUTLOOK 

The  economy  is  healthier — but 
expect  handsprings 


n 


Government 


WASHINGTON  OUTLOOK 

Can  Tom  DeLay,  the  House  enf 
leaiTi  to  compromise? 
COMMENTARY 

The  I  ;<  )p  has  Star  Wars  in  its  ejfty 
once  again 


The  Corporation 

FALL  OF  A  TIMBER  BARON 

Why  Louisiana-Pacific's  board  d 
to  dump  CKo  Hany  Merlo 


Finance 


THE  BULL  HAS  RUNNING  ROOM 

A  spate  of  earnings  disappointrr 
isn't  likely  to  slow  the  market  n 


4  BUSINESS  WEEK  /  OCTOBER  2,  1995 


AMENDMENT 

t  ruling  threatens  press 

mS  page  58 


MEDICARE 

After  surgery, 
its  recovery 
will  depend 
on  reforms 

page  122 


SPLITSVILLE 
Why  AT&T  is  dividing 
itself  into  three 
companies  page  56 


MERLO'S 
FALL 

Inside  his 
ouster  at 
Louisiana-Pacific 

!)age  85 


(ING  SHOWDOWN 

pes  giants  are  set  to  duke  it  out 
their  American  cousins.  They  are 
iing  big,  and  the  stakes  are  huge 
>E  WALL  STREET 

i  Ivax  get  swallowed? 
me  ye  to  Bethlehem 
Source  tunes  in 

5TMENT  FIGURES  OF  THE  WEEK 


iple 


n  DISNEY'S  UNKNOWN  STARS 

ick  and  Bollenbach,  both  relative 
:omers  to  Disney,  are  the  ones  who 
make  the  abc  deal  go 

ial Issues 

ICARE'S  POST-OP  CARE 

MESS  WEEK  offers  prescriptions  for 
;ystem  that  could  help  control  costs 
make  the  system  fairer 

jrmation  Processing 

INOLOGY  &  YOU 

osoft  Network  is  onhne — and  a  bit 
he  mark 

M  SHOWS  A  LOT  OF  HUSTLE 

;he  fastest-gi'owing  player  in 
'orking  hardware 


133 


134 


136 


Science  &  Technology 

DEVELOPMENTS  TO  WATCH 

Chip-size  "toycams,"  tests  for  bacterial 
bugs,  conquering  the  tomato  moth 
THE  GREAT  SILICON  RUSH  OF  '95 

Billion-dollar  chip  factories  are 
sprouting  all  over 

Marketing 

ACURA:  STUCK  BETWEEN  GEARS? 

It's  switching  to  a  "prestige"  pitch 
to  rescue  lagging  sales 

Personal  Business 

140  HEALTH:  Medicine's  new  ally:  The  clock 
EDUCATION:  Software  tutors  for  the  sat 
FURNITURE:  Moi'mon  antiques  revisited 

Features 

6    UP  FRONT 
12    READERS  REPORT 
16    CORRECTIONS  &  CLARIFICATIONS 

20  BOOKS 

Terkel:  Coining  of  Age 

21  BUSINESS  WEEK  BEST-SELLER  LIST 

147  BUSINESS  WEEK  INDEX 

148  INDEX  TO  COMPANIES 
150  EDITORIALS 

The  stoi-y  you  should  be  reading 


SPECLVL  SECTION 

How  small  businesses  are 
bucking  the  odds  in  a 
cutthroat  ciimate 


Enterprise 


Pages  begin  with  Evrl,  immediately  following  page  84. 

ENT2  INBOX 

Home  offices,  a  sui-jjrise  gender  gaj), 

and  other  newsbriefs  for  entrepreneurs 
ENT4  FACING  A  SKILLED  LABOR  SQUEEZE 

Small  outfits  are  having  to  scramble  to 

compete  with  big  companies 
ENT6  NICE  COMPUTER,  BUT  NOBODY  USES  IT 

Ti'aining  workers  is  the  key — and  these 

days,  there  are  lots  of  ways  to  do  it 
ENTIO  MAGIC  CREATES  A  WIZARD 

A  game  company's  fortunes  mushroom 
ENT13  A  RETAIL  RELAUNCH— VIA  MODEM 

Internetworking  sells  comfy  pants 
ENT16  WHEN  THE  WEE  GET  WIRED 

Small  outfits  gain  big  by  networking 
ENT22  A  JAPANESE-STYLE  NASDAQ? 

The  orr  mai-ket  is  undergoing  change 
ENT28  PATRICOF:  THE  ENEMY  ISNT  D.C. 

A  venture  capitalist  talks  about  r'ed  tape 
ENT29  A  'NEW-GIRL'  NETWORK  TAKES  ROOT 

Real  support  for  female  entrepreneurs 
ENT36  CLOTHES  ENCOUNTERS 

Home  shopping  without  TV 
ENT39  WITS  END 

The  last  word  on  giits,  by  Uncle  Sam 


RIIRINFSS  WFFK  /  nCTORFR  ?  IQQ'SS 


Up  Front 


EDITED  BY  LARRY  LIGHT,  WITH  OLUWABUNMI  SHABI 


KIBITZERS 


ADM'S  BIG  INVESTORS  GROW  RESTLESS 


IN    THE    FACE    OF  THREE 

grand  jury  probes,  Archer 
Daniels  Midland's  strategy 
has  been  to  say  little.  But 
now,  two  influential  stockhold- 
ers— the  public-worker  pen- 
sion funds  for  California  (hold- 
ing 3.4  million  adm  shares) 
and  New  York  City  (2.7  mil- 
lion)— are  demanding  to  know 
what  the  boai"d's  doing.  Theii" 
likely  next  step  if  they're  not 


satisfied:  to  target  individual 
directors  for  face-to-face 
meetings.  Other  institutional 
investors  may  follow. 

At  issue  are  allegations  of 
price-fixing  in  food  additives 
by  a  onetime  senior  executive- 
tuiTied-FBi  informant.  A  key 
question:  how  independent  ai'e 
the  outside  dii'ectors,  most  of 
them  longtime  finends  of  pow- 
eiful  ADM  Chairman  Dwayne 


TALK  SHOW  'Mother  than  [being]  served  with  a  lawsuit 
during  my  clam  chowder,  it  was  a  very  productive  meeting ' 

—  Dallas  Cowboys  owner  Jerry  Jones,  after  meeting  with  the 
NFL,  which  is  suing  to  stop  his  solo  sponsorship  deals 


Andreas.  adm's 
outside  directors, 
led  by  ex-Canadian 
Prime  Minister 
Brian  Mulroney, 
are  conducting 
their  own  inquiry 
— and,  says  his 
spokesman,  "work- 
ing diligently." 

Wliile  the  funds 
each  hold  less  than 
1%  of  ADM.  they're 
among  its  largest 
investors.  New  York  City 
Comptroller  Alan  Hevesi  has 
wTitten  Andreas  complaining 
that  the  board  "has  been  vii- 


ANDREAS:  No 

loijal  oppositu 


tually  silent."  i 
arately,  the  C 
fornia  Public 
ployees'  Retirer 
System's  inv 
ment  board 
approved  senc 
a  similar  miss 
Meanwhile, 
Council  of  Inst 
tional  Invest 
an  umbrella  gi'oup  repress 
ing  100  large  pension  fui 
is  considering  pressui 
ADM.  Richard  MeU 


SNAG:  No  tritium,  no  boom 
TAXES  AT  WORK 

CAUTION: 

RADIOACTIVE  PORK 

WASHINCTOX  IS  WORRIED  IT'S 

running  out  of  tritiiun,  the  es- 
sential ingi'edient  in  thermo- 
nuclear warheads.  So  Energy 
Secretary  Hazel  O'Leary  is 
expected  to  announce  a  deal 
soon  that  will  keep  the  U.  S. 
arsenal  potent — and  also 
please  two  key  GOP  senators 
by  giving  both  their  home 
states  the  action. 

Senate  Armed  Services 
Committee  Chaimnan  Strom 
Thurmond  (R-S.  C.)  wants 
any  new  tritium-production 
facility  to  be  located  in  South 
Carolina.  "We've  got  the  ex- 
pertise," says  an  aide.  Sen- 
ate Budget  Committee  Chair- 
man Pete  Domenici  (R-N.  M.) 
wants  any  research  on  tri- 
tium-making methods  to  be 
done  at  New  Mexico's  Los 
Alamos  National  Laboratory, 
which  has  nuke  experience. 
Initial  price  tag  for  this 
multibillion-doUar  program: 


$50  million  in  fiscal  1996. 

The  feds  closed  their-  ag- 
ing tritium  plant  in  1988 
at  Savannah  River,  S.  C. 
Even  though  pending 
treaties  would  reduce  the 
nuclear  arsenal,  experts 
say  the  U.  S.  must  start 
exhausting  its  limited-sup- 
ply tritium  stockpile  by  2005. 
Tritium  is  good  for-  up  to  VZ'A 
yeai's,  and  then  it  has  to  be 
replaced.    Mary  Beth  Regan 


CONTINENTAL  DRIFT 


FRANCE  TELECOM  KEEPS  LOSING  ITS  HEAD 


AT   FRANCE  S  STATE-OWNED 

enterprises,  boardroom 
coups  are  nothing  new.  Re- 
cent upheavals  at  Fi'ance 
Telecom,  though,  ai'e  exact- 
ing a  heavy  price.  Until  the 
chaos  ends,  France  will  slip 
behind  as  other  nations  pre- 
par'e  phone  utilities  for  1998's 


THE  LIST  BULL  RUN 


ON  A  ROLL: 

Wall  Street 


The  stock  market  is  hot  and — no  surprise — 
so  are  brokerage  shares.  Their  1995  perfor- 
mance ranks  No.  5  among  the  20  Standard 
&  Poor's  index  groups,  with  semiconductors 
on  top.  Discounters  such  as  Charles  Schwab 
do  well  in  bull  markets,  thanks  to  big  retail 
volume.  Alex.  Brown  &  Sons,  a  specialist  in 
initial  public  offerings,  is  riding  the  wave  of 
high-tech  issues.  Salomon  Brothers,  fo- 
cused on  trading  and  investment  banking, 
is  suffering  from  defections  of  stars. 


HOW  BROKERAGES  ARE  RIDING  THE  MARKET 


TOP  FIVE             STOCK*  1995** 
(STOCK  SYMBOLS)        PRICE  CHANGE 

BOnOM  FIVE 

(STOCK  SYMBOLS) 

STOCK*  1995** 
PRICE  CHANGE 

CHARLES  SCHWAB  26% 

130% 

A.G.  EDWARDS  (AGE) 

24'/8 

34% 

(SCH) 

PAINEWEBBER(PWJ) 

19/4 

28 

QUICK  &REILLY(BQR)  40% 

115 

SCOn/STRINGFELLOW  13 

18 

WATERHOUSE{WHO)  23y> 

107 

(SCOT) 

ALEX.  BROWN  (AB)  58 

91 

ZIEGLER(ZCO) 

16'/4 

8 

MERRILL  LYNCH  (MER)  61 '/s 

73 

SALOMON  (SB) 

38'/e 

2 

*0n  Sept.  18, 1995 

**fronn  Jan.  1  through  Sept.  18, 1995,  for  22  publicly  traded  brokerages  with  1994  closing 
price  over  $10  per  share,  adjusted  for  splits 

DATA:  SECURITIES  DATA  CO.,  BLOOMBERG  FINANCIAL  MARKETS 


Europewide  deregulat 
This  summer.  Post  &  T 
communications  Mini 
Fran^'ois  Fillon  managed 
depose  Telecom  Presid 
Marcel  Roulet,  who  pus 
for  r'apid  privatization.  £ 
cessor-  Fr-an^ois  Henrot,  p: 
ident  of  Compagnie  Banca 
i-esigned  in  protest  after- 1 
on  pr'omised  union  leader 
delay  in  selling  a  minor 
stake  to  investor-s.  To  rej 
the  damage.  Prime  Minif 
Alain  Juppe  quickly  nar 
yet  another  new  presid( 
the  pro-privatization  Mic 
Bon,  former  chief  of  ret: 
CaiTefour'. 

Unions  fear 
that  a  sale 
would  bi'ing  in 
stockliolders  ea- 
ger to  end  job 
guar-antees  and 
automatic  pay 
hikes.  A  hoped- 
for  public  offei-- 
ing  first  slated 
for  next  year 
will  now  be 
delayed  until 

1997,    at  the   

ear-liest.  By  then,  alas,  st 
markets  throughout  Eiii' 
will  be  flooded  with  $30 
lion  in  offerings  from  <  i 
many's  Deutsche  TelcK 
and  other's.  Gail  Edmovd 


ALLO?  \\ 

charge' 
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Up  Front 


HONCHOS 

SANDY  WEILL'S 
BURNING  AMBITION 

AS  SUMMKR  FADES,  SANFORD 

Weill  looks  forward  to  once 
more  indulging  his  love  of  a 
crackling  fij-e — at  work.  The 
Ti-avelers  chief  executive  re- 
cently had  a  fireplace  built  in 
his  new  offices  in  Lower 
Manhattan.  Dominating  the 
library  between  Weill's  office 
and  Ti-avelers  President 
James  Dimon's,  the  hearth's 
glow  gives  a  homey  feel  to 


TOASTY:  Skyscraper  li earth 

a  center  of  financial  power. 

This  is  Weill's  fourth  office 
fii'eplace,  all  of  them  in  mod- 
ern office  towers.  The  first 
was  built  in  the  1970s,  when 
Weill  ran  Shearson,  on  the 
ICKjth  floor  of  the  World  Ti-ade 
Center — earning  it  a  place  in 
the  Guinness  Book  of  World 
Records  as  the  world's  high- 
est working  fireplace.  As 
Amencan  Express'  president 
in  the  mid-1980s,  Weill  had 
one  installed  in  the  World  Fi- 
nancial Center.  Next,  as 
Primerica's  ceo,  he  put  one 
in  the  midtown  IBM  Building. 
Weill  says  he  doesn't  know 
how  much  a  New  York  office 
fii'eplace  costs,  but  installers 
say  it  can  range  fi'om  $12,000 
to' $16,000. 

Wliat's  his  fascination  with 
fire?  Weill  likes  to  gather 
around  the  hearth  with  em- 
ployees or  clients  and  un- 
wind. Says  Weill:  "It  takes  a 
tense  environment  and  makes 
it  more  relaxed  and  thought- 
ful."      Leah  Nathans  Spiro 


DRAWN  &  QUARTERED 


CAR  TALK 


PLYMOUTH  WILL  OFFER  VROOM  WITH  A  VIEW 


DETROIT  S  WORST-KEPT  SECRET 

is  revving  up.  Before  year- 
end,  Chrysler  insiders  say, 
the  auto  maker  will  announce 
that  the  Plymouth  Prowler 
will  go  on  sale  in  the  next 
model  year  or  two.  A  retro- 


styled  roadster  that  evokes 
the  hot  rods  of  the  1950s,  the 
much-awaited  Prowler  is  sup- 
posed to  jazz  up  Chrysler's 
Plymouth  brand  the  way  the 
Viper  musiie  car  elevated  the 
image  of  the  Dodge  Div. 


Plymouth's  sparse  product 
line  could  use  a  boost.  The 
division  now  sells  only  the 
Neon  subcompact  and  Voy- 
ager minivan,  with  the 
Breeze  compact  to  be  added 
for  the  1996  model  yeai'.  Pub- 
licly, Chrysler  is  coy  about 
the  Prowler's  fiitiu-e.  But  sup- 
pliers insist  the  Prowler  is 
due  out  in  1997  or  1998  at 
the  latest. 

The  rear-wheel- 
drive  Prowler  will 
be  powered  by  a 
!. 5-liter,  V-6  engine 
and  boast  lightweight 
aluminum  body  parts. 
Price  tag:  about  $35,000,  liigh 
for  the  entry-level  car  buy- 
ers Plymouth  targets.  Still, 
Chrysler  hopes  the  car  will 
wow  the  public,  as  it  has  en- 
thusiasts on  the  auto-show 
circuit,  where  it's  shown  as 
a  novelty.  BUI  Vlasic 


POP  PSYCH  101 

PIGEONHOLING 
GOES  CORPORATE 

you've  never  heard  of 
enneagi'ams?  You  may  soon. 
This  system  of  personality 
analysis,  once  faddish  pop 
psychology,  is  becoming 
a  personnel  tool  for 
Corporate  America 
The  enneagram 
(pronounced  any- 
a-gram)  system, 
whose  origins  are 
obscui'e,  t.\q3es  people 
into  nine  pereon- 
ality  gi'oups,  us 
ing  a  written  test. 
It's  similar  to  the 
oft-used  Myers-Briggs  test, 
but  enneagi'am  fans  say  theu' 
test  is  more  in-dei)th. 

Greek  for  "nine"  and 
"drawing,"  the  enneagi'am  is 
a  nine-pointed  star  with  a 


personality   type   at  e 
point.  Every  type  has  phi 
and  minuses.  A  One,  or  I 
fectionist,  is  conscientious 
can't  handle  criticism. 
Eight,  the  Asserter,  is  ei 
getic — plus  abrasive.  Km 
ing  your  own  and  otht 
nimibers  is  supposed  to  m 
both  bosses  and  underlii. 
cooperate  better. 

For  $1,000  a  particij); 
/'  Doyle-Fa)' 
M    in  Hartfiu 
conducts  fi; 
/    day  progi-ani^ 
^■^1/^  Hewlett-Pack. 

and  other  e( 
panies.  S;.- 
Dominick  R' 
ertson,  who  had 
people  from  the  hp  divis 
he  heads  take  the  course, 
better  "to  talk  about  y( 
type  than  about  aspects 
yoiu'  personality  that  irrit 
me."  Julie  Tils'i 


THE  BIG  PICTURE 


ALL  WORK 
AND  NO 
PLAY 


What  vacation?  Of  employed  Amer- 
icans vacationing  this  summer,  23% 
(or  29  million)  performed  some  work. 
Here  is  what  they  did,  according 
to  a  survey;  some  did 
one  job-related  task. 


WORK-RELATED  ACTIVITIES 
CONDUCTED  DURING  VACATION 


c;^  viiu,  dt^^^ui uiiig  ^^^^ 

did  more  than 

ill 


STAFF  NEWlOB  CLIENT  PAPER- 
PROBLEMS      SKILLS     RELATIONS  WORK 


CHECKED  WORK-REUTE 
WITH  BOSS  READING 

PERCENTi 

DATA:  STEELCASE  INi 


FOOTNOTES  Shai'e  of  employees  with  outstanding  loans  on  their  401(k)  plans:  1 9% 
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J.  D.  Power  and  Associates 
Drives  Decisions 
with  the  SAS"  System 


Will  the  cars  on  the  drawing  hoard  tt)(hiy  meet  consumer  (k'mands  of  tomorrow?  Tliat's  the 
question  facing  J. D.  Power  and  Associates.  Tlie  answers  are  coming  from  the  SAS  System. 


"We  produce  a  monthly  forecast  of  car  and  truck 
sales  for  about  300  different  vehicles,"  says  Jon  Hoscntiial. 
Manager  of  Automotive  Forecasting  ior  .1.1).  I'oucr  and 
Associates.  "Each  vehicle  is  forecasted  by  month  lor  live 
years  beyond  the  current  year.  Right  now  I'm  forecasting 
through  the  yeai-  2000. " 

The  SAS  System  Fits  Our  Business 

"The  SAS  System  is  the  fuel  behind  those  fore- 
casts...our  software  of  choice  for  analyzing  sales,  economic, 
and  auto  industiy  data  and  then  re|)oiling  w  hat  we've  learned, 
adds  Rosenthal.  "Before  the  SAS  System,  much  of  the  foie- 
casting  was  done  by  hand.  To  make  our  forecasts  cicdiblc.  we 
had  to  have  a  credible  system.  One  that  made  it  easy  to  l)uild 
applications  and  ]3ul  them  to  work  acn)ss  our  computing  env  i- 
ronments. We've  got  minis,  Macs,  desk!o|)  |)ublisliing.  and  a  lot 
of  spreadsheets.  The  SAS  System  fits  the  way  we  do  business." 

The  Bottom  Line  is  Information 

Now  that  the  forecasting  model  is  up  and  rimning, 
Rosenthal  and  his  staff  are  using  the  SAS  System  to  build  an 
interactive  database.  "The  Power  Information  Network  will 
allow  an  auto  dealer  or  manufacturer  to  go  online  and  get 
market  information."  Rosenthal  exjilains.  "When  released. 


subscribers  will  be  able  to  select  from  a  long  menu  of  reports 
and  data.  The  versatility  of  the  SAS  System  is  crucial  in 
developing  the  tcj)orts." 

"fhc  bottom  line  is  this;  applications  arc  being 
dcvclo|)cd  with  the  SAS  System  tlial  will  deliver  the  most 
u|)-lo-ilatc  information  to  those  who  make  decisions  for  the 
automotive  industn,"  sa\ s  lioscnthal.  "11  manufacturers  and 
dealers  can  get  their  hands  on  acciuatc  market  information 
and  |ircdictious.  the\  ha\c  a  much  better-  chairce  ol  mcctiirg 
customers'  needs  down  the  road.  " 

To  receive  a  SAS  System  Executive  Siiininai^,  give  us  a  <-all 
or  visit  us  on  tlie  WorKI  Wide  Vteli  at  liltp://w ww.sas.coui 
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The  Kodak  Digital  Science™  DC40 
camera  brings  sharp,  colorfu.1  digital  images 
right  to  your  desktop. 


Speak  more 


In  business,  a  miscommunication  is  a  missed 
opportunity.  And  nothing  speaks  more  clearly, 
more  precisely,  than  pictures. 

The  Kodak  Digital  Science™  DC40  camera 
allows  you  to  express  your  thoughts  visually.  It 
delivers  digital  images  to  your  desktop  computer, 
quickly  and  easily,  where  they  add  power  to 


your  letters,  proposals,  and  presentations. 

In  many  ways,  this  affordable  point-and-shoot 
camera  is  mightier  than  the  pen.  It  offers  enough 
images  to  make  editing,  rephrasing,  or  expoundin: 
on  thoughts  a  painless  process.  At  the  same  time 
providing  the  kind  of  sharp  pictures  that  defy 
misunderstanding. 


Once  captured  with  the  DC40  camera,  images  like  these  can  be  downloaded  into  your  PC  or  MACINTOSH  computer 
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Now,  you  can  work  with  pictures 
on  your  computer  to  make  proposals, 
letters,  and  presentations  more  powerful. 
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What  the  Kodak  Digital  Science  DC40  camera 
igs  to  business  is  a  whole  new  way  of  speaking, 
he  rich,  true,  color  you  only  get  from  Kodak, 
he  speed  of  digital  thought.  In  either  PC  or 
CINTOSH  computer  formats. 
Kodak  has  drawn  on  a  wealth  of  experience 
1  color  and  picture  quality  to  offer  a  full  line  of 
ital  Science  solutions.  Photo  CDs  that  digitally 
e  your  current  photographs.  CD  writers  that 
e  the  equivalent  of  a  24-volume  encyclopedia  to 
igle  disc.  And  thermal  printers  that  produce 
tographic-quality  prints,  are  just  a  few  of  our 
ly  integrated  Kodak  Digital  Science  products. 

And  one  thing  is  certain.  Once  you  use  these 
ging  tools,  you'll  no  longer  find  yourself  at  a 

for  words. 


Pictures  from  the  DC40  camera  help 
you  communicate  more  ejfectively. 


To  find  out  how  Kodak  Digital  Science  products 
can  help  your  company  communicate  more  precisely, 
call  us  at  1-800-322-2177  ext.  101  in  the  U.S., 
1-800-465-6325  ext.  36100  in  Canada.  Or  visit  us 
on  the  Worldwide  Web  at  http://www.kodak.com/ 


Kodak  (k 

digital  science^  ^ 


It's  how  you  put  pictures  to  work. 


e  information,  call  1-800-322-2177  ext.  101  in  the  US  In  Canada  call  1-800-465-6325  ext  36100  ©Eastman  Kodak  Companjf  1995  Kodak.  Digital  Science  and  the  ds  monogram  symbol  are  trademarks  of  Eastman  Kodak  Company 
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QUOTAS  MAY  DISAPPEAR. 
INEQUALITY  WON'T  

After  carefully  reading  "Quotas:  A 
bad  idea  whose  time  has  gone"  (Eco- 
nomic Viewpoint,  Sept.  11),  I  could  not 
agree  more.  But  [Paul  Craig  Roberts'] 
reasons  for  wanting  to  eliminate  quo- 
tas are  diffei'ent  fi'om  mine.  I  believe  it 
would  be  good  for  Afi'ican  Americans 
to  have  the  quota  system  phased  out, 
but  only  when  the  playing  field  is  level. 

If  Roberts  thinks  it  is  already  level, 
he  should  remove  his  rose-colored  glass- 
es. The  past  200  years  have  seen  a  sys- 
tem in  which  highly  qualified  African 
Americans  were  not  offered  jobs — in 
many  cases  not  even  considered — and 
the  jobs  were  given  to  less  qualified 
white  males. 

We  do  have  a  caste  society,  but  it 
doesn't  favor  African  Americans. 

Bernard  M.  Curtis 
Walnut,  Calif. 

The  U.  S.  Constitution  is  color-blind, 
but  people  aren't — not  in  America,  not 
in  Japan,  not  in  the  world.  Quotas  are 
theoretically  a  bad  idea,  but  in  the  con- 
crete world  of  prejudice  they  are  neces- 
sary. Nineteen  years  ago,  I  was  hired 
because  the  company  needed  one  white 
male.  How's  that  for  irony? 

Michael  G.  Driver 
Ichihara  City,  Japan 

THE  USAIR  CHAIRMAN 

WASN'T  PUSHED  

In  "Brawl  in  the  cockpit  at  uSAir" 
(News:  Analysis  &  Commentary,  Sept. 
25),  your  writer  misrepresented  my 
comments  about  Seth  E.  Schofield  and 
the  job  he  has  done  as  chairman.  I 
sjiecifically  said  that  no  one  on  the  boaixl 
encouraged  him  to  retire  and  that  it 
was  his  decision  alone,  with  the  board 
ultimately  acquiescing.  Under  Schofield, 
the  company  has  reduced  costs,  and  his 
actions  played  a  major  role  in  recent 
profitability.  The  job  (cost  reduction)  is 
only  half  done.  It  is  up  to  the  work- 
force to  reduce  employment  costs  so  we 
are  no  longer  the  highest-cost  U.  S.  car- 


rier— ^if  we  ai-e  to  have  the  long-ter 
ability  that  Schofield,  the  board, 
stockholders,  and  employees  want. 

John  W.  Hd 
President,  Han-is  Gi 
Charlotte, 
Editor's  note:  Harris  is  a  memhe 
the  board  of  USAir. 

WHERE  IBM  STANDS  FOR 
I'VE  BEEN  MISLED' 

In  "The  towm  IBM  left  behind," 
cial  Report,  Sept.  11),  the  author 
tributes  ibm's  failure,  and  the  concj 
tant  abandoning  of  a  mammoth  cI 
of  its  Hudson  Valley  manufacturind 
cilities,  to  the  fact  that  "its  prod] 
in  many  markets  were  uncompetil 
its  rivals  simply  were  better."  As  a^ 
mer  employee,  I  beg  to  differ, 
area's  manufacturing  plants  kept  I 
competitive  through  three  generatj 
of  DRAMS  and  provided  the  technof 
that  allowed  America  to  fight  tj 
against  overseas  competition.  iBM'q 
boratories  earned  the  industry's 
Nobel  prizes. 

The  disaster  in  the  Hudson  Val 
stems  from  failure  in  the  boardrcl 
IBM  senior  management  kept  PoJ 
keepsie.  East  Fishkill,  and  King! 
churning  out  mainfi'ames  long  after! 
rest  of  the  industry  began  marchinj 
a  different  drummer.  In  the  HuJ 
Valley,  the  ibm  logo  really  did  com] 
stand  for  "I've  been  misled." 

Eugene  F.  Bi| 
Boca  Raton, 

KLAMATH  FALLS 
SHALL  RISE  AGAIN 

I  was  surprised  to  find  my  ho 
town,  Klamath  Falls,  Ore.,  mentio 
in  "Tiy  as  they  might,  the  dead  sel( 
rise"  (Special  Report,  Sept.  11). 
may  be  interested  to  know  that  V 
erhaeuser  Co.  is  alive  and  well — 
employing  676  people  in  the  Klan 
Falls  area.  We  also  have  an  airpj 
used  jointly  by  the  Oregon  Air  Natfc 
al  Guard. 

Approximately  45,000  people  live  il 
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fMways  travel  with  a  rriend  ot 
the  family;  LeSabre. 

More  families  depend  on  LeSabre  than  any  other 
ull-size  car.  They  like  its  solid  feeling.  Trust  its  safety 
eatiires— from  standard  dual  air  bags  to  anti-lock  ^ 
Drakes.  They  enjoy  its  roominess  and  comfort. 
h  fact,  they've  made  LeSabre  the  best-selling 
ull-size  car  in  America  for  the  last  four 
Tiodei  years.  We  think  that  was  a 
^^ery  friendly  gesture.  For  more 
information,  call  1-800-4A-BUICK. 


rhe  New  Symbol  For  Quality 
In  America.  i 


(ravin  just  finishcfi  his 
epic  [)()oni,    J'lie  Icrberg, 
(he  Walrus  and  the 
I  isheriiian's  Elbow." 

It  took  nineteen  y^ars 
to  eoinplete. 

His  [uihlisher  said. 
■'\ou  arc  l)rilliant.  \ou 
are  proloiuid. 


laster  on  the  keyboard^ 


\ou*d  rather  he  a  poet 
than  a  typist. 

Thats  why  IBM  has 
developed  VoiceType'" 
Dictation  .Software  that 
converts  your  spoken 
words  right  into  text. 

You  talk,  your  com- 
puter types— up  to  100 
words  a  minute. 

We  figure  I  he  more 
sophisticated  ((^  hnology 
hecomes.  the  less  you 
should  he  aware  ol  it. 

To  talk  more  al)out 
dictation  software 
lor  your  business,  call 
I  <S0()  IB\l-3333,  ext.Gfl2. 


When  You  Want  This 


SOLD 


When  you're 
thinking  of 
buying  or 
selling  a 
home,  you'll 
want  the 
transaction 
to  proceed 
swiftly  and 
efficiently. 
That's  why 
you  should 
look  for 
someone 
with  special 
expertise  in 
listing,  selling, 
investment 
and  taxes. 
Someone 
with  a  proven 
iecord  of 
experience. 
Someone  you 
can  trust. 
That  someone 
IS  a  Certified 
Residential 
Specialist 
(CRS  ),  your 
best  choice  in 
real  estate. 


The  RESIDENTIAL 
SALES  COUNCIL 
of  the  REALTORS 
NATIONAL 
MARKETING 
INSTITUTE  IS  an 
affiliate  of  the 
NATIONAL 
ASSOCIATION 
OF  REALTORS 


Readers  Report 


CORRECTIONS  &  OLARiFiCATiON 

"How  greed  poisoned  Pru-Bache,"  busin 
week's  Aug.  14  book  review  of  Serpent  on 
Rock,  by  Kurt  Eichenwald,  stated  that  Ja 
J.  Darr,  the  head  of  Pru-Bache's  limit 
partnership  department,  "took  money  un 
the  table  from  energy  and  real  estate  de 
opers."  In  fact,  Eiciienwald  refers  to  a, 
nancial  arrangement  with  only  one  devj 
oper  during  Darr's  time  at  Pru-Bacj 
Eichenwald  did  not  specifically  use  the  tej 
"under  the  table"  to  describe  Darr's  del 
ings  at  Pru-Bache.  He  did,  however,  provl 
details  of  three  undisclosed  land  deals  w| 
guaranteed  paybacks  that  Darr  receiv 
from  the  sponsor  of  several  limited  partnj 
ships  he  was  charged  with  overseeing.f 
addition,  Darr  received  a  below-marj 
mortgage  from  a  thrift  that  was  part-owrj 
by  that  same  sponsor.  Those  financial 
rangements  were  also  the  basis  on  whj 
BUSINESS  WEEK  used  the  term  "on  the  take" 
its  review  of  the  book. 


work  in  Klamath  Falls  and  its  subii 
Four  new  operations  are  in  the  pivn 
of  settling  into  the  area:  Shilo  li 
International  Paper,  Sykes  Entei'i 
es,  and  Supply  One.  To  paraplii 
Mark  Twain:  The  report  of  our  (1< 
has  been  greatly  exaggerated. 

Steven  V.  H;ii 
Executive  Viee-Presii 
Chamber  of  Comnn 
Klamath  Falls,  < 

BINGAMAN  AND  BLUMENFELD: 
NO  HARD  FEELINGS  

In  "Climbing  out  of  Windows"  ((' 
tal  Wrapup,  Sept.  4),  you  reported, 
rectly,  that  I  withdrew  from  partici] 
ing  in  the  Antitrust  Div.'s  investigai 
of  Microsoft  Corp.  because  of  a  cone 
about  a  possible  conflict  wdth  one  of 
clients. 

You  also  reported,  incoirectly,  th; 
might  have  had  a  "falling  out"  v 
Anne  K.  Bingaman.  Nothing  could 
further  from  the  ti'uth.  I  have  only 
highest  personal  and  professional 
gard  for  Bingaman  and  for  the  w 
she  and  the  Antitrust  Div.  are  do: 
including  on  the  Mici'osoft  investigat 
Jeffrey  Blumen; 
Blumenfeld  &  Co 
Washing 

PC  SHOPPING  CAN7  MATCH 
SQUEEZING  THE  TOMATOES 


If  online  grocery-shopping  servi 
such  as  Peapod  ever  became  viable 


TnD  con    1  aac 


A  Global  Partnership 

Around  the  world,  investment  opportu- 
nities are  expanding... offering  greater 
diversification.  With  a  Scudder  401(k) 
plan,  you  have  a  variety  of  global 
options* And  because  we  created  the 
nation's  first  international  mutual  fund, 
■you  can  feel  confident  that  you're  work- 
ing with  a  leader  in  global  investing. 


Lifestyle 
Portfolios 

Combined  loith  an  effective  employee 
education  program,  our  lifestyle  port- 
folios help  your  participants  allocate 
their  assets.  Lifestyle  portfolios  are 
simple  to  choose  ^. 
and  easy  to 
maintain — the 
best  of  an  easy 
turnkey  solution 
and  a  personal 
customized  plan. 


 ^global 

If  innovation  is  important  to  your  company,  make  sure  your  401  (k)  plan  partner 
reflects  your  values.  At  Scudder,  innovation  helped  us  to  create  America's  first 
international  mutual  fund... to  offer  a  choice  from  any  of  20  families  of  funds... to 
employ  state-of-the-art  employee  education  programs.  Perhaps  most  important, 
we  believe  that  innovation  is  the  cornerstone  of  a  successful  partnership.  To  explore 
how  a  partnership  with  Scudder  can  give  you  the  right  401  (k)  plan  for  your  com- 
pany, please  call  us  at  1-800-323-6105,  ext.  106.  S(]]\J[)[)5^R   " 


Responsive  Solutions 

An  effective  piartnership  requires  i}iuovation  and  change, 
for  example,  our  new  Fund  Access"  program  allows  you 
\o  select  from  20  mutual  fund  families. ..including 
those  outside  Scudder's  own  family  of  func 
our  Persofial  Access  "  optio}i  lets  each 
employee  set  up  a  brokerage  account 
through  State  Street 
Brokerage  Services, 
Inc.,  for  even  greater 
flexibility  and 
diversification.  Our 
^oai  is  to  provide  respon- 
sive solutions  to  your 
investing  needs. 


tlucluution 


Sting  in  international  or  global  (unds  involves  additional  risks,  such      .  / 
tact  Scudder  Investor  Services,  Inc.,  Distributor,  for  a  prospectus,  which  contdins  more  complete  information,  includ- 
manaqement  fees  and  other  expenses.  Please  read  it  carefully  before  you  or  your  employees  invest  or  send  money. 


T  H  I  N  K 


IMAGIIXIE  ARIZOMA  ll\l  EOeO... 


C  «v  Y\  ^ 


IMOW IMAGIIME 
YOUR  BU§IIME§S. 


If  growth  is  in  your  company's  future, 
then  Arizona  should  be  too.  Because 
business  opportunities  in  Arizona  are 
growing  as  rapidly  as  the  state  itself. 

Our  young,  skilled  and  productive  work 
force  provides  a  consistent  recruiting  pool 
of  well-trained  candidates.  Our  trans- 
portation system  provides  rapid  access 
to  the  West  Coast,  Mexico  and  the  Pacific 
Rim.  And  our  universities,  trade  schools. 


private  and  community  colleges  provide 
continuing  quality  education. 

But  there's  more.  In  Arizona,  your  com- 
pany benefits  from  a  favorable  regulatory 
environment.  An  attractive  tax  structure. 
And  a  business-friendly  government 
that's  dedicated  to  economic  growth. 

So  it's  not  surprising  that  many  more 
corporations  have  relocated  or  expanded 
to  Arizona  in  the  last  ten  years  than  to 


any  other  state  in  the  region. 

Give  your  company  what  it  needs  t  E 
grow  to  its  maximum  potential.  Just  c 
the  Arizona  Department  of  Commerce 
1-800-528-8421  for  more  information.  Tl 
let  your  imagination  run  wild. 


Arizona 


Department  ol  (Jommerce 


irij 


CALL  1-800-528-84E1 

Arizona.  Consider  The  Possibilities. 


aders  Report 


any  doubt  that  the  supermarkets 
1  immediately  take  over  this  high- 
in  service,  at  lower  costs,  and  de- 
Prom  the  local  store  ("The  grocery 
n  your  PC,"  Marketing,  Sept.  11)? 
rman's,  a  Utah  grocery  chain,  set 
service  using  America  Online  last 
mber.  Only  100  people  had  used  it 
me,  1995.  Why?  Except  for  the 
vi^ealthy,  gi-oceries  are  a  family's 
;t  w^eekly  expenditure.  If  shoppers 
ot  too  old  or  infirm,  they  want  to 
■  the  roast  beef  is  lean,  squeeze 
)matoes,  and  thump  the  melons. 

William  J.  Wholey 
President 
Wholey  Co. 
Fort  Lauderdale,  Fla. 

RING  A  BAILOUT 
I  BOTH  EYES  OPEN 

ing  unidentified  sources,  "The 
!  new  world  of  Mexican  politics" 
•national  Business,  Aug.  28)  incor- 
T  reports  that  a  member  of  the 
1  of  Vitro  "objected ...  to  Chair- 
Adrian  Sada's  plan  to  spend  $55 
n  of  the  company's  money  to  bail 
doubled  Banca  Serfin,  which  Sada 
leads."  That  never  happened.  In 


fact,  board  members  were  upbeat  when 
discussing  the  opportunity  to  double 
Vitro's  holdings  in  Serfin,  at  50%  of 
book  value. 

The  story  also  incorrectly  states  that 
Vitro  stock  took  "a  hit"  when  the  in- 
vestment was  announced  in  mid-July. 
That  is  not  ti-ue.  In  fact,  investor  react- 
ed positively  to  the  increased  earnings 
in  our  second-quarter  report,  in  which 
the  Serfin  investment  was  announced. 

Raiil  Rangel  Hinojosa 
President,  Legal,  Public 
&  Corporate  Affairs 
Vitro 

Monterrey,  Mexico 


I  have  subscribed  to  business  week 
for  more  than  20  years  and  have  found 
it  informative  and  useful.  Most  recently, 
your  magazine  saved  me  $200. 

I  bought  a  Compaq  computer  for  my 
daughter  going  off  to  college.  Three 
weeks  later,  I  read  "Is  Compaq  stalling 
a  PC  price  war?"  (In  Business  This 
Week,  Aug.  28),  a  one-paragi'aph  blurb 
speculating  on  whether  Compaq  Com- 
puter Corp.  was  starting  a  price  war 


and  saying  they  had  reduced  prices. 

Armed  with  that  infonnation,  I  went 
back  to  the  store  to  find  the  price  on 
our  model  reduced  by  $200.  This  store's 
policy  is  for  a  30-day  price  guarantee — 
and  I  got  a  $200  refund. 

Kalman  A.  Barson 
Bridgewater,  N.J. 
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READ  THIS  MAGAZINE 
AND  SAVE  $200 


NSIDE  THE  MIND  OF  GEORGE  SOROS! 


ROS  ON  SOROS 

ying  Ahead  Of  The  Curve 
rge  Soros 

-11977-6 /326  pp./ $19.95 

itimate  and  revealing  look  into  the  mind  of  the  most 
rful  and  profitable  investor  in  the  world!  In  this  candid, 
'iew-style  reflection.  Soros  traces  his  journey  from 
;aust  survivor  to  unsuccessful  tobacco  salesman  to  a 
•y  management  superstar.  Along  the  way  he  offers  fresh 
Its  into  the  financial  theories  and  investment  strategies 
lave  made  him  "...  the  man  who  moves  markets." 

[E  ALCHEMY  OF  FINANCE 

iding  The  Mind  Of  The  Market 
irge  Soros 

-04206-4 / 256 pp.  / $19.95 

iside  look  into  the  decision-making  process  of  the  world's 

successful  investor!  In  this  extraordinary  book,  Soros 

Is  the  investment  strategies  and  trading  behaviors  that 

made  him  a  master  of  finance.  He  also  offers  his 

land  account  of  the  exciting  economic  and  political  events 

;ent  times.  A  timeless,  must-have  instructional  guide  to 

Vlarket! 


Ai.CHi:  \n 
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Published  by  John  Wiley  &  Sons 


Clip  or  copy  this  coupon  and  fax  or  mail  to:  The  McGraw-Hill  Bookstore, 
1221  Avenue  of  the  Americas.  New  York,  NY  l()()2().  Order  by  phone  in  NY  at 
212-512-4100  outside  NY  call  toll  free  (800)  352-3566;  or  fax  this  coupon  to  us 
at  212-512-4105.  Fax  or  phone  orders  delivered  w  ithin  10  days! 
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Books 


COMING  OF  AGE 

The  Story  of  Our  Century  by  Those  Who've  Lived  It 

By  Studs  Terkel 

New  Press  •  468pp  •  $25 


STILL  TORMENTING 
THE  POWERS  THAT  BE 


At  83,  Studs  Terkel  keeps  cranking 
'em  out.  The  Chicago  radio 
bi-oadcaster  who  perfected  the 
foi'in  now  called  "oral  history"  has  pub- 
lished nine  books  and  shows  no  sign  of 
slowing  down — thus  epitomizing  the 
main  theme  in  his  latest  volume.  Com- 
ing of  Age  is  a  collection  of  intei-views 
with  Americans  over  70,  and  while  not 
as  gTipping  as  Terkel's  best  efforts,  such 
as  Hard  Tii)ies,  Working,  and  The 
"Good  Wen;"  it  is  a  fine  book. 

Tei'kel  has  always  worn  his  allegianc- 
es on  his  sleeve,  a  habit  that  in  this 
book  proves  both  a  strength  and  a 
weakness.  Coming  of  Age  is  dedicated 
"to  those  old  ones  who  still  do  battle 
with  dragons,"  and  with  few  e.xceptions 
the  speakers  are  battlers — folks  who 
could  be  resting  on  their  laurels  but  in- 
stead continue  to  make  life  hell  for  the 
powers  that  be.  Wliat's  more,  they're 
all  battlers  of  a  certain  stripe,  leaning  to 
the  political  left.  We  hear  John  Ken- 
neth Galbraith,  but  not  William  F.  Buck- 
ley; we  hear  veterans  of  the  civil  rights 
movement,  but  no  aging  segregation- 
ists. The  book  offers,  as  Terkel's  subtitle 
announces,  "the  stoi-y  of  our  century  by 
those  who've  lived  it,"  but  it  is  very 
much  Terkel's  take  on  that  story. 

At  first,  I  found  that  take  initating. 
The  book  opens  with  David  Brower, 
foundei-  of  Friends  of  the  Earth.  At  one 
point  he  says:  "Tliis  sounds  preachy  and 
that's  exactly  what  it  is.  I'm  a  preacher 
and  I  make  no  apologies.  You've  got  to 
sound  off.  The  older  you  are,  the  freer 
you  are,  as  long  as  you  last."  That's  a 
valuable  insight.  The  problem  is  that 
Bi'ower  and  other  early  speakers  often 
do  sound  preachy,  which  turns  one  off. 

But  read  on,  and  the  book  begins  to 
work — the  single  trumpet  note  tui'ns 
into  a  rich  choi'd.  One  of  Terkel's  goals 
is  to  recaptuiv  Am(>iica's  lost  history,  to 
combat  what  he  calls  "a  national 
Alzheimer's  disease"  that  oblitei-ates  the 


memory  of  injustice  and  the  struggles 
against  it.  So  his  best  interviews  deliv- 
er liistory  as  it  was  made  on  the  picket 
line  and  the  assembly  line,  in  classrooms 
and  newsrooms  and  courtrooms. 

Gertie  Fox,  77,  remembers  working 
in  a  restaurant  during  the  Depression: 
"The  thing  that  most  changed  my  Hfe 
was  something  I  saw  in  the  basement  of 
that  restaurant — a  dreadful  thing  that 
bothers  me  to  this  day.  Wliy  didn't  I 
do  something  about  it?  There  was  a 
man  sitting  on  the  wet  floor,  peeUng  po- 
tatoes. He  was  a  deaf 
mute.  I  made  out  the  pay- 
checks but  never  made  out 
one  to  him  I  didn't  re- 
port it  to  anyone  because  I 
was  scared  of  losing  my 
job."  Marvin  Miller  puts 
the  recent  baseball  fracas 
into  perspective  by  re- 
counting how  and  why  the 
players'  union  was  born. 
Nebraskan  Merle  Hansen 
describes  a  lifetime  of  ac- 
tivism in  defense  of  family 
fanners  who  "know  they're 
only  one  mistake  away 
from  being  totally  wiped  out."  And  sev- 
eral interviewees  rage  against  compa- 
nies and  othei-  organizations  that  dump 
older  workers. 

Amid  all  this  boat-rocking,  there  is 
little  room  in  the  book  for  oldsters  who 
find  more  time  for  play  or  contempla- 
tion. The  pleasures  of  perfecting  one's 
golf  game,  of  surf-fishing  on  an  empty 
beach — these  do  not  interest  Terkel.  His 
subjects  talk  astonishingly  httle  of  rela- 
tionships with  children  or  with  spouses. 
And  as  in  Betty  P'riedan's  1993  best- 
seller The  Fountain  of  Age,  the  dreadful 
side  of  growing  old — illness,  infirmity, 
looming  death — is  undei'played. 

But  Corning  of  Age  does  resonate 
with  one  other  great  theme:  loss. 
Throughout  the  book  runs  a  lamenta- 


Studs 
Terkel 

Gominff 
fAge 

iT.,,,....,... 


tion,  a  sense  that  life  in  America  is  >• 
ting  worse.  Tliis  might  seem  a  comi 
place:  Don't  old  folks  always  rattli 
about  the  good  old  days?  But  Ten 
speakers  see  the  changes  so  clearly 
their  vision  seems  radical  in  the  i 
sense  of  the  word.  Wliat  they  pinelo 
can  be  summed  up  as  the  human  to^ 
They  remind  us  that  as  more  and  ii 
realms  of  experience  fall  under  the 
minion  of  megacorporations  and 
chines,  human  contact  declines — 
that  the  loss  is  felt  in  the  bones. 

Hank  Oettinger,  a  former  linol 
operator,  says  newspaper  city  ch 
used  to  be  "wild  and  romantic"  pl;i 
full  of  bustle  and  shouting;  now  the^ 
"dead,"  the  reporters  staring  at  sil 
screens  in  their  cubicles.  Painter  j{ 
Lawrence  puzzles  over  students 
make  computer  art:  "Hammer?  Chi| 
Feel  the  hairs  of  a  bnish?  They 
want  to  be  accused  by  their  peer| 
succumbing  to  this  human  tiling:  toi 
Many  speakers  also  lament  the  fad 
of  the  great  progresJ 
causes,  especially  labor,] 
il  rights,  and  disarmar 
Terkel  interviews  rabl 
rousing    lawyer  Eril 
Goodman,  87,  in  his  Deq 
office  overlooking  Cadj 
Square,  once  the  site 
huge  political  rallies  be] 
the  city  withered. 
Goodman:  "See  the 
Coimty  Building  at  the  | 
of  the  square?  It  was 
in  1898.  There  is  a  stod 
front  of  it,  so  the  peil 
standing  on  it  could 
else  free  speech.  Trying  to  exercise 
right,  you'd  get  arrested  as  easy  as 
After  all  the  battles  were  over,  the 
remained  as  a  symbol:  the  stooll 
which  you  could  stand  and  speak  to  I 
masses  below.  But  there  are  no  maa 
anymore.  There's  nobody. ...  In  1^ 
free  speech  had  a  hard  time, 
there's  plenty  of  free  speech — if 
want  to  address  an  empty  square."  | 
Terkel  obviously  doesn't  believe 
square  is  empty,  because  he's  still| 
on  that  stool.  But  Com  ing  of  Age  ma 
you  wonder  whether  there  will  evei| 
another  generation  of  white-haired 
saders  like  these. 

BY  HARRY  MAUfl 
Maurer's  most  recent  book  of  it 
views  is  Sex:  An  Oral  History. 


TERKEL'S  SUBJECTS  LEAN  TO  THE  LEFT: 
WE  HEAR  GALBRAITH  BUT  NOT  BUCKLEY 


INTRODUCING  THE  ALL-NEW  MERCURY  SABLE 


1  0  0  0  0  Q 


Imagine  an  automobile  with  a  rock-solid  feeling  of  strength  and    just  twocxjmplesof 

Sable's  outstanding 

integrity  Imagine  an  automobile  with  styling  so  fresh  it  makes    tngimrrmg  all 

engmes  go  100,000 

the  word  "aerodynamic"  seem  new  again.  Imagine  an  automobile    u/|t'';un'"up"  j^j'^,  ,7r, 

safety  cell  with  innovative  ems  ear 
that  goes  100,000  miles  between  scheduled  tune-ups* — and  is  so    beam  helps  protect  oceupants. 


LINCOLN-MERCURY  DIVISION  '  ^  >  'UnJi'r  n(frm,il  Jririn^  i>mjuums  with  nmmi:  (lutd,  filler  danger  'Bawd  on  MSRf  with  FEF  4^11]  Tax,  title  exnei  "Buu-J  on  KisftF  of  Sahle    with  pef^oi'.a  md  li 


ding  you  11  actually  want  to  drive  it  that  far.  Imagine 
nth  both  its  interior  room  and  its  interior  amenitie 
love  owning  not  just  today  but  years  from  today.  B 
these  things,  why  not  experience  them  firsthand?  ^ 
iry  Sable.  We  think  it'll  be  everything  you  imagined 


Ajid  if  you  were,  youU  be  impressed  hy  the  new  Sable's  rotmiy  interior  (more  ^ 
room,  in  fact,  than  Honda  Accord  andTciyota  Camry),  not  to  mention  its  intel 
hgent  ergonomics  and  genertius  standard-equipment  Hst  Andyoud  prc^bably 
want  to  know  a  lot  more  So  call  1  8lX)  527-8445  for  more  information  or  enter 

Imp  //umv  Mircury  vehicles. com 
for  Internet  access  And 
imagine  yourself  in  a 
Mercury  Sable 


19%  Mercury 
SMe  Wagon 


Siihlc)  unique  front  seat  flip  foU  console 
comhmei  a  center  armrest  with  cleverly 
designed  cup  holders,  com  slots  itnd audio 
cassette  tape  storage 


Mercury 

IMAGINE  YOURSELF 
IN  A  MERCURY 
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THE  BUSINESS  WEEK  BEST-SELLER  LIST 


HARDCOVER  BUSINESS  BOOKS  | 

1                    PAPERBACK  BUSINESS  BOOKS 

BUFFETT  by  Roger  Lowenstein  (Random  House  •  $27.50)  i 
The  life  and  wisdom  of  the  Oracle  of  Omaha. 

THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy  2 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras  3 
(HarperBusiness  •  $25)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

HOW  TO  DRIVE  YOUR  COMPETITION  CRAZY  by  Guy  4 

Kawasaki  (Hyperion  •  $22.95)  Pulling  off  the  gloves — and 
giving  the  other  guy  fits. 

SERPENT  ON  THE  ROCK  by  Kurt  Eichenwald 

(HarperBusiness  •  $27.50)  How  Pru-Bache's  limited-  5 

partnership  deals  put  the  bite  on  investors. 

THE  BEARDSTOWN  LADIES'  COMMON-SENSE  6 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  A/hitaker  (Hyperion  •  $19.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns.  -j 

THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $24.95)  A  useful  analysis  of  how  Buffett  does  it. 

THE  NORDSTROM  WAY  by  Robert  Spector  and  Patrick  D.  8 
McCarthy  (Wiley  •  $24.95)  A  top  company  salesman 
describes  the  retailer's  customer-service  culture. 

COMPETING  FOR  THE  FUTURE  by  Gary  Hamel  and  C.K.  9 
Prahalad  (Harvard  Business  School  •  $24.95)  For  healthy 
growth,  anticipate  the  future — and  how  to  dominate  it. 

FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Simon  &  Schuster  •  $23) 
Managing  your  time  by  balancing  your  life.  ^  ^ 

MAKE  IT  SO  by  Wess  Roberts  PhD  and  Bill  Ross  (Pocket 
Books  •  $22)  From  Star  Trek's  Captain  Jean-Luc  Picard, 
leadership  lessons  and  deep-space  lore. 

JESUS  CEO  by  Laurie  Beth  Jones  (Hyperion  •  $16.95) 
Applying  the  teachings  of  the  Bible  to  business  problems. 

REENGINEERING  MANAGEMENT  by  James  Champy  13 
(HarperBusiness  •  $25)  Reengineering  the  Corporation 
co-author  reevaluates. 

SOROS  by  Robert  Slater  (Irwin  •  $25)  The  life  and  invest-  14 
ment  tactics  of  "the  world's  greatest  money  manager. " 

RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 

Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your  15 

biggest  boosters. 


THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 
THE  1995  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  M. 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  •  $18.50) 
Creating  the  "learning  organization. " 

1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Work- 
man •  $8.95)  Give  them  a  champagne  brunch,  a  casual- 
dress  day — or  plain  old  cash. 

THE  GOAL  by  Eliyahu  M.  Goldratt  (North  River  Press  • 
$19.95)  Bringing  your  strategies  in  line  with  your  No.l 
purpose:  making  money. 

ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcett  • 
$10)  How  "empowerment"  revved  up  employees  at  the 
fictional  Normal  Co. 

PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer 

THE  REENGINEERING  REVOLUTION  by  Michael  Hammer 
and  Steven  A.  Stanton  (HarperBusiness  •  $15)  Roads  to 
reengineering  success. 

INVESTMENT  BIKER  by  Jim  Rogers  (Adams  •  $12.95)  A 
cycle-riding  money  manager  circles  the  globe,  investigating 
emerging  markets. 

THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three  manage- 
ment techniques,  conveyed  in  brief  story  form. 

PRINCIPLE-CENTERED  LEADERSHIP  by  Stephen  R.  Covey 
(Fireside  •  $12)  Fostering  meaningful  workplace  relation- 
ships— and  boosting  productivity. 

REENGINEERING  THE  CORPORATION  by  Michael  Hammer 
and  James  Champy  (HarperBusiness  •  $13)  Using  informa- 
tion technology  to  redesign  business  processes. 

KNOCK  'EM  DEAD  by  Martin  Yate  (Adams  •  $9.95)  A  job- 
seeker's  handbook. 


INE5S  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economics, 
lagement,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  repre- 
ted.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  August. 


HOT  TYPE 


When  it  came  to  sandbagging  the  op- 
position, no  one  showed  more  skill 
A)  Richard  Nixon,  B)  Lee  Atwater,  or  C)  Ben  &  Jerry's 
lemade  Inc. 

)r  Guy  Kawasaki,  the  correct  answer  is  clearly  C.  As  a 
;ling,  Ben  &  Jerry's  faced  a  potentially  crippling  threat  to 
:e  cream  distribution  network  from  rival  Haagen-Dazs.  Ben 
irry's  turned  it  into  a  public-relations  disaster  for  that  op- 
int  and  its  parent,  Pillsbury  Co.  Haagen-Dazs  had  al- 
Jly  told  a  distributor  to  stop  handling  Ben  &  Jerry's  or  he 
d  lose  Haagen-Dazs'  account.  Ben  &  Jerry's  responded 
a  one-man  picket  of  Pillsbury  headquarters  and  bumper 
;ers  reading:  "What's  the  doughboy  afraid  of?"  The  low- 


budget,  David-vs. -Goliath  campaign  won  tons  of  public  support, 
nationwide  press  coverage,  and  ultimately  a  legal  victory. 

Kawasaki's  How  To  Drive  Your  Competition  Crazy-.  Creating 
Disruption  for  Fun  and  Profit  (Hyperion,  $22.95)  includes  a 
number  of  such  tales — other  heroes  include  Honda  Motor 
Co.  and  Virgin  Atlantic  Airways  Ltd.  But  this  effort  by  the  for- 
mer Apple  Computer  Inc.  marketing  exec  and  Macworld 
columnist  isn't  just  a  collection  of  anecdotes  about  leaving  the 
competition  in  a  lather.  Instead,  the  author  offers  a  four-part 
company-improvement  drill  that  tells  how  to  lay  the  ground- 
work, focus  on  customers,  "do  things  right,"  and  then  torment 
the  competition.  There's  even  a  section  on  "how  to  drive  your 
boss  crazy" — complete  with  tips  from  a  rodeo  bull  rider. 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 


ONLINE-AND  A  BIT 
OFF  THE  MARK 


For  the  past  several 
months,  the  established 
online  services  have 
thought  of  themselves  as  Ro- 
mans facing  the  barbarians 
at  the  gate.  Microsoft  Corp., 
a  high-tech  Alaric  the  Visi- 
goth, was  on  the  brink  of 
bwsting  in  and  stealing  their 
customers. 

Now  that  Microsoft  Net- 
work (MSN)  is  no  longer  just 
a  scary  inmor,  everyone  can 
breathe  a  bit  easier  An 
early  look  at  msn  reveals 
that  Microsoft's  ability  to 
make  the  service  an  inte- 
gi'al  part  of  Windows  95 
is  no  substitute  for  the 
years  of  online  experi- 
ence enjoyed  by  its  lead- 
ing competitors,  such  as 
CompuServe  Inc.  and 
America  Online  Inc. 

MSN  feels  like  a  work 
in  progi'ess.  I  found  that 
its  jumble  of  screens  was 
harder  to  navigate 
around  than  those  of 
competing  services.  The 
opening  "msn  Today" 
screen,  in  particular, 
gives  you  no  clear  indi- 
cation of  what  you're  sup- 
posed to  do  to  find  informa- 
tion in  the  system.  The 
Exchange  E-mail  program, 
derived  from  software  de- 
signed for  coii:)orate  mail  sys- 
tems, is  awkward  and  very 
slow,  especially  on  computers 
that  have  just  8  megabytes 
of  RAM.  The  service  makes 
heavy  use  of  photo-quality 
graphics.  You  get  some  beau- 
tiful screens,  but  you  have  to 
spend  a  lot  of  idle  time  online 
watching  those  pictures 
download. 

Microsoft  won't  disclose 
how  many  people  have  signed 
up  to  pay  $4.95  a  month  or 
$39.95  for  the  first  year  It 


says  only  that  the  enroll- 
ments are  in  line  with  expec- 
tations and  that  the  total  is 
fewer  than  the  500,000  mem- 
bers that  the  company  set  as 
an  initial  limit. 

In  one  sense,  Microsoft  has 
built  a  network  for  tomoiTow. 
Borrowing  a  phrase  from 
hockey  gi-eat  Wayne  Gretzky, 
MSN  marketing  director  Bill 
Miller  says:  "We're  skating 
where  the  puck  is  going,  not 


where  it  has  been."  But  the 
service  has  to  run  on  the 
computers  and  phone  hnes  of 
today,  and  the  strain  shows. 
People  with  fast  Internet  ac- 
cess, whether  through  a  di- 
rect network  connection  or  a 
digital  phone  line,  will  see  a 
dramatic  improvement  next 
year.  That's  when  msn  joins 
CompuServe  and  aol  in  of- 
fering access  indirectly 
through  the  Net. 

The  problem  of  content 
won't  be  solved  so  easily.  Ex- 
cept for  NBC  Inc.,  which  pro- 
vides news,  sports,  and  en- 
tertainment, MSN  has  had 
tr-ouble  lining  up  high-profile, 
exclusive-content  providers. 


For  example,  only  12  hard- 
ware companies,  including 
Dell  Computer  Corp.  and 
Zenith  Data  Systems  Corp., 
sponsor  forumg  providing 
technical  support  for  their 
products  on  MSN,  compared 
mth  dozens  on  CompuServe. 
One  reason  for  this,  Microsoft 
officials  say,  is  that  many 
companies  involved  are  con- 
centrating on  getting  materi- 
al onto  the  Internet's  Wide 
Woi-ld  Web. 

NEW  GAME  PLAN.  The  result 
is  a  shift  in  msn's  business 
strategy  that  focuses  less  on 
exclusive  content  and  more 
on  providing  navigational  help 
for  Web  siufers.  "We  will  add 
editorial  value  to  the  Inter- 
net," says  Naveen  Jain,  se- 
nior technical  mai'keting  man- 
ager for  MSN. 

Many  of  the  most  in- 
teresting areas  reachable 
through  MSN,  such  as 
ESPN  SportsZone,  are 
just  links  to  the  Web. 
But  similai'  Web  hnks  ai-e 
also  available  on  aol  and 
Prodigy  Services  Co. 
CompuServe  will  offer 
access  to  the  Web  from 
its  main  service  before 
yearend. 

The  increasing  perva- 
siveness of  the  Internet 
might  suggest  that  the 
days  of  the  proprietary 
online  service  may  be 
numbered.  But  Microsoft 
clearly  does  not  think  so. 
Neither  does  at&t,  which 
just  launched  its  Inter- 
change Online  Network  ($4.95 
per  month,  plus  fees  for  such 
exclusive  services  as  the 
Washington  Post's  Digital  Ink 
and  computer  publisher  Ziff- 
Davis'  ZD  Net). 

For  the  time  being,  the 
commercial  services  have  an 
important  role  to  play.  Infor- 
mation providers  have  not 
yet  found  a  practical  way  to 
sell  a  wide  range  of  goods  on 
the  Internet,  nor  have  adver- 
tisers supported  them  strong- 
ly there.  And  as  a  latecomer 
to  the  online  sei-vice  business, 
MSN  has  a  way  to  go  to  prove 
that  it's  more  than  just  a 
pretty  new  face. 


BULLETIN  BOAR 


PRINTERS 
A  SHAPELY  HP 

Hewlett-Packard  is  taking 
plunge  into  the  under-$50( 
laser  printer  market  with  i 
new  LaserJet  5L.  A  radical 
parture  from  the  boxy  look 
all  previous  LaserJets,  the 
feeds  paper  from  a  vertica 
bin  instead  of  a  tray  and 
prints  four  pages  per  minu 
A  separate  slot  allows  you 


feed  in  envelopes  without  r 
moving  the  paper.  Using  a 
vertical  bin  allowed  for  a  le 
expensive  design  featuring 
simpler  paper  handling  anc 
elimination  of  a  fan  and  oti 
components.  Although  the ! 
increases  print  quality  from 
300  to  600  dots  per  inch,  it 
expected  to  retail  for  aroun( 
$480,  about  $50  less  than 
LaserJet  4L  it  replaces. 

SOFTWARE 
MATH  MADE  EASIER 

If  your  work  involves  math 
that  can't  easily  be  done  in| 
spreadsheet,  MathCad  6.0 
from  MathSoft  (617  577- 
1017)  may  be  the  tool  foryO 
Both  the  Standard  ($129)  a| 
programmable  Plus  ($349) 
versions  let  you  do  complict 
ed  numerical  or  symbolic  cal 
culations  on  a  sort  of  compij 
erized  scratch  pad.  Results 
can  then  be  pasted  mto  othl 
Windows  applications.  Whik 
less  sophisticated  than  com 
puter  algebra  systems  such 
as  Wolfram  Research's  Matf 
matica,  MathCad  is  much 
easier  to  learn  and  use. 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 
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First  we  aim  for  perfection, 
then  we  redefine  it. 


Mike  Chang,  Engineering  Manager,  Monitor  Factofl 

Taoyuan,  Taiv 


inhitftrftii  i^iii^iiifiriiM^irfrf'^iftir'-ii-i 


Perfection  is  obvious  once  it's  achieved,  but  like 
climbing  a  mountain,  there  are  many  false  peaks 
on  the  way.  Nowhere  is  this  more  true  than  in 
computer  hardware. 

I'm  Mike  Chang,  and  I  work  in  the  monitor  factory 
here  in  Taiwan. 

found  that  putting  audio  and  microphone  features  into  our  monitors 
!  a  vital  part  of  satisfying  today's  customers. 

've  now  achieved  the  goal  of  giving  people  the  all-in-one  machine  we 
:w  they  wanted.  Tomorrow  we  carry  on  climbing. 


PHILIPS 


TOSS  the  globe,  industries  once  owned  by 
•nments  are  now  owned  by  the  people:  the  people 
EWorld  who  invest  in  them.  And  Merrill  Lynch  is 
ng  to  lead  the  way. 

e  trusted  advisor  to  governments  and  investors 
ighour  the  world,  Merrill  Lynch  has  brought  to 
lands  the  opportunity  to  participate  in  the  equity 
Tship  of  these  privatized  corporations. 

in  point:  our  work  for  the  government  of  Indonesia  in 
rivatization  of  its  international  telecommunications 
)any,  P.T.  Indosat.  As  a  privatized,  well-capitalized 
)ration,  Indosat  will  be  able  to  contribute  dynamically 
;  economy  of  Indonesia,  the  world's  fourth  most 
lous  nation. 

rivatization  promotes  general  economic  expansion 
;lobal  competitiveness.  And  for  those  in  countries 
e  privatizations  have  taken  place,  it  provides  an 
rtunity  to  participate  in  the  performance  of  their 
n's  industries. 

ill  Lynch  has  become  a  leader  in  privatization  because 
r  commitment  to  offering  superior  advice  and 
acts  to  the  governments  of  the  world.  And  to  bringing 
■Id  of  opportunity  to  the  investors  of  the  world. 

lis  commitment  that  helps  make  a  difference  for  both, 
difference  is  Merrill  Lynch. 

^Merrill  Lynch 

A  tradition  of  trust. 


THE  DIFFERENCE 

BETWEEN    STATE  OWNERSHIP 

AND  WORLD  OWNERSHIP 


Economic  Viewpoint; 


BY  ROBERT  KUTTNER 


LOOK  WHO  WANTS  TO  TINKER 
WITH  MARKET  FORCES 


VISIBLE 
HAND: 

By  proposing 
regulation  of 
foreign  trade, 
Pat  Buchanan 
recognizes 
that  workers 
must  be 
protected  from 
unrestrained 
capitalism 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


Pat  Buchanan,  the  most  conservative 
candidate  in  the  1996  Presidential  field, 
issued  a  startling  Labor  Day  statement 
proposing  regulation  of  foi-eign  trade.  Sound- 
ing to  the  left  of  House  Democratic  leader 
Richard  A.  Gephardt  (D-Mo.),  Buchanan 
warned  of  the  "stagnant  wages  of  an  alienat- 
ed working  class"  and  proposed  to  "insulate 
the  wages  of  U.  S.  workers  ft'om  downward 
pressure  from  foreign  laborers  who  must 
work  for  $1  an  hour  or  less." 

Unlike  his  conservative  colleagues  who  in- 
sist that  markets  can  do  no  wrong,  Buchanan 
recognizes  that  a  market  is  anchored  in  a  na- 
tional system  of  laws,  rights,  and  obligations, 
which  defines  a  political  community.  Although 
there  are  (weak)  intemational  laws,  there  is 
no  transnational  sovereign  polity  and,  hence, 
no  meaningful  global  standards. 

In  the  U.  S.,  slave  labor  is  illegal  (though 
recent  reports  about  Los  Angeles  gannent 
workers  suggest  it  isn't  extinct).  There  is  a 
right  (often  breached)  to  organize  unions,  to 
workplace  health-and-safety  protections,  a 
minimum  wage,  bans  on  child  labor,  and  oth- 
er social  "floors"  absent  in  many  countries. 

To  evade  these  rights  and  responsibihties, 
corijorations  need  only  relocate  in  a  cheap- 
labor  country.  The  free-trade  dogma  insists 
that  trade  always  impi'oves  economic  effi- 
ciency. But  Buchanan  and  other-  skeptics  note 
that  the  costs  can  sometimes  outweigh  the 
benefits  by  eroding  the  standards  that  make 
our  society  a  decent  place  to  live. 

Buchanan  would  not  ban  tr-ade.  He  would, 
r-ather;  impose  a  "social  tariff'  on  countries 
with  shabby  labor  standar'ds,  so  that  their 
pr-actices  would  not  drag  down  ours.  This 
would  encour'age  low-wage  countries  to  clean 
up  their  acts  and  would  create  a  buffer  to  in- 
sulate American  workers  fi'om  those  that  re- 
fused. It  would  also  dilute  the  economic  ad- 
vantage for  U.  S.  companies  that  exploited 
cheap  foreign  labor 

CRASS  COMMERCIALISM.  It  is  br'eathtaking 
to  see  a  conser'vative  embrace  a  social  tariff. 
But  tr*aditional,  old-fashioned  conservatives, 
such  as  the  political  philosopher  Edmund 
Burke,  also  worried  that  mar-ket  forces,  taken 
to  an  extreme,  would  wipe  out  cherished  tra- 
dition and  social  or-der.  In  Europe,  Christian 
Democratic  parties  have  long  used  govern- 
ment programs  to  shore  up  family  economic 
security,  in  the  name  of  tr-aditional  values. 
We  see  the  Hngering  conser-vative  ambiva- 


lence about  markets  in  the  dismay  at  th^ 
olence  pur-veyed  by  Hollywood,  the  soft 
of  Calvin  Klein's  fashion  ads,  the  promotio 
teenage  smoking  by  Joe  Camel,  and  ol 
assaults  on  decent  values  by  crass  comr 
cialism.  Market  forces,  apparently,  car 
WT'ong.  When  The  Wall  Street  Journal  ec 
rial  page,  the  very  temple  of  market 
ship,  ran  a  snide  article  dismissing  the 
Jerry  Garcia  as  a  "drugged-up  knockoff  i 
social  experiment  that  went  sour,"  the  JA 
nal  received  numer'ous  letters  pointing 
the  contr-adiction.  If  millions  of  fans  boi; 
the  Grateful  Dead's  r-ecords  and  went  to  | 
concerts,  taunted  one,  then  Garcia  must 
great  musician:  "The  mar'ket  proved  it. 
is,  if  you  beheve  in  markets." 
IDOLATRY.  Recently,  Mitt  Romney,  the  en^ 
pr-eneur-  and  1994  Massachusetts  gop  Ser 
candidate,  stood  with  Pr-esident  Chntor 
decry  the  Republican  attacks  on  AmeriCo:^ 
CHnton's  national  service  progr-am.  Ror 
on  the  board  of  the  City  Year-  volunteer 
gr-am,  thinks  service  progr-ams  r-evive  ci 
spirit.  But  among  the  conservative  majoritjj 
Congr-ess,  market  idolatry  has  r-eached 
point  where  even  goverTiment-sponsored 
grams  that  promote  traditional  values 
under  ideological  assault  by  extremists. 

Sometimes,  r-egulations  (such  as  labor  st| 
dards)  and  government  programs  (suchf 
AmeriCorps)  can  actually  shore  up  old-fa| 
ioned  virtues  of  hard  work,  discipline, 
community,  while  market  forces  can  undJ 
mine  them.  Unregulated  trade  with  lol 
wage,  low-standar'd  countries  makes  fol 
out  of  America's  diligent  working  pol 
Buchanan  observes:  "It  is  mindless  to  en^ 
health,  safety,  and  environmental  laws,  wa 
laws,  and  family-leave  laws,  and  then  M 
NAFTA  and  GATT  to  invite  the  very  compar 
Congress  is  regulating  to  move  to  Mexij 
or  Asia." 

Of  cour'se,  in  proposing  social  regulation  | 
foreign  trade,  Buchanan  is  coy  about  wheth 
he  backs  such  regulation  domestically.  Koi 
ever,  if  he  attacks  the  absence  of  social  stal 
dards  abroad,  he  ought  to  welcome  their  prtl 
ence  at  home.  For  market  forces,  left  to  thfl 
own  devices,  produce  intolerable  extremJ 
that  undermine  the  domestic  order  thi 
Buchanan  prizes.  Buchanan  opposes  free  traxi 
mainly  as  a  nationalist.  But  if  social  regulatiJ 
is  good  enough  for-  a  bunch  of  foreigners,  isrj 
it  also  good  for  American  wor'kers? 


)U'VE  JUST  MISSED  THE  FIRST  SIGN  OF  BREAST  CANCER  IF  YOU  DIDN'T  SEE 
aE  SMALL  DOT  IN  THE  UPPER  LEFT  HAND  CORNER  Because  it  can  start  that  small 
side  your  breast.  That's  why  a  yearly  mammogram  is  a  must,  especially  if  you're  a  woman 
^er  the  age  of  50.  Doctors  agree  the  older  you  get,  the  higher  the  risk  of  breast  cancer  But  if 
'tected  early,  you  increase  your  chances  of  successful  treatment.  So  even  though  you  may 
Lve  missed  the  first  sign  of  breast  cancer,  a  mammogram  won't.  For  more  infoniiation,  please 
ill  the  American  Cancer  Society  at  1-800-ACS-2345. 

A  MAMMOGRAM  EARLY  DETECTION  IS  THE  BEST  PROTECTION. 


ICll 


A  Public  Service  of 
This  Publication 


AMERK/XN 
V CANCER 

*soaETr 


"They've  asked  nie  how 
to  feecl  the  guinea  pig. 

They've  asked  me  how 
to  draw  a  dinosaur. 

But  today  a  student 
askecJ  mv. 


^  file  from  a  remote  server? 


To  teach  our  kids 
the  skills  they  need,  our 
teachers  have  to  learn 
them  first,  h's  an  essential 
part  of  'Reinventing 
Education,'  our  initiative 
in  radical  school  reform. 

Were  providing  fund- 
ing, technology,  and  ideas 
in  ten  school  districts 
that  are  committed  to 
structural  change. 

In  Philadelphia,  we're 
helping  to  develop  schools 
where  teachers  observe 
and  are  observed  by 
master  teachers,  who  then 
become  their  ongoing 
electronic  mentors. 

Because  when  our 
teachers  can  get  the  most 
out  of  technology,  so  will 
our  kids. 


Solutions  for  a  small  nlanet 


Economic  Trends 


BY  MIKE  McNAMEE 


ASIA'S  NEW  DRAG 
ON  THE  BUCK 

The  deficit  isn't  only  with  Japan 

The  dollar's  recent  rebound  has 
some  currency  mavens  boldly  pre- 
dicting that  the  gi'eenback  could  soar  to 
130  yen  by  next  year.  But  the  bulls 
may  be  overlooking  a  persistent  pat- 
tern in  trade  flows  that  weighs  down 
the  buoyant  buck:  America's  balloon- 
ing trade  deficit  with  Asian  countries 
othei'  than  Japan. 

Wliile  U.  S.  negotiators  have  focused 
on  reducing  an  intractable  trade  gap 
with  Japan,  the  deficit  with  the  other 


EAST  ASIA:  TRADE  WITH 
THE  U.S.  GAINS... 
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Asians — primarily  China  and  Taiwan — 
has  soared  50%  since  the  mid-1980s,  to 
$60  billion.  Those  countries,  in  tiUTi,  use 
the  dollars  they  eani  to  pay  for  goods 
bought  from  Japan.  That  finances  their 
trade  deficit  with  Tokyo,  which  has 
cjuadrupled  to  $80  billion  in  the  past 
decade.  But  when  Japanese  manufac- 
turers get  the  greenbacks,  they  quickly 
sell  them  for  yen.  The  result  of  this 
three-cornered  trade  tangle:  "a  Bermu- 
da Triangle  for  the  dollar,"  says  John 
Praveen,  a  Merrill  Lynch  &  Co.  inter- 
national economist. 


The  U.  S.  can't  easily  break  out  of 
that  cycle.  To  protect  their  fledgling 
exporters,  many  Asian  nations  peg 
their  currencies  to  the  dollar — at  ex,- 
change  rates  as  low  as  60%  of  what 
some  economists  consider  fair  value. 
They  enforce  those  rates  with  strict 
controls  on  outside  capital:  Last  year, 
Malaysian  officials  blunted  a  specula- 
tive effort  to  drive  up  the  ringgit  by 
limiting  the  amount  of  foreign  funds 
banks  could  keep  in  interest-bearing 
accounts  and  bailing  locals  from  selling 
short-term  money  instruments  to  for- 
eigners. Meanwhile,  Asian  central 
banks  have  amassed  some  of  the 
world's  largest  war  chests  of  dollar 
reserves. 

The  Bush  Administration  was  able  to 
persuade  Taiwan  and  South  Korea  to 
revalue  their  ciuTencies.  But  Clintonites, 
focused  on  trade  talks  with  Japan  and 
sour  diplomatic  relations  with  China, 
haven't  tried  to  square  accounts  with 
the  other  Asians.  For  the  buck,  that 
could  spell  trouble  for  years  to  come. 

By  Dean  Foust 


A  HEADSTART  FOR 
KIDS  WHO  WORK 

Peers  who  don't,  earn  less  later 

Educational  reformers  have  fingered 
the  after-school  job  as  a  prime  cul- 
prit in  the  declining  achievement  of 
America's  high  school  students.  But 
whatever  damage  bm-ger-flipping  or  gas- 
pumping  may  do  to  a  pupil's  homework, 
it  appears  to  pay  off  in  future  earn- 
ings— especially  for  students  who  don't 
go  on  to  college. 

Kids  who  work  during  their  sopho- 
more, junior,  or  senior  years  earn  sub- 
stantially more  than  their  nonworking 
counterparts  six  to  nine  years  after 
gi-aduation,  says  Christopher  J.  Ruhm, 
an  economist  at  the  University  of  North 
Carolina  at  Greensboro.  Among  seniors 
who  never  attended  college,  those  who 
worked  10  hours  a  week  gained  21% 
over  their  nonworking  classniates.  But 
college-boimd  workers  gained  only  a  9% 
eai'nings  edge  over  nonworking  students 
who  also  went  on  to  college. 

Work  had  its  biggest  impact,  Ruhm 
found,  in  the  senior  year:  Getting  a  job 
earliei-  didn't  measurably  boost  future 
earnings.  The  economist  speculates  that 
seniors  are  able  to  keep  working  for 
the  same  company  after  gi-aduation — 
or  at  least  make  the  school-to-wor'k 
tr*ansition  more  smoothly  than  do  their 
nonemployed  classmates. 


A  QUEBEC  LIBRE 
COILD  BE  LONEL 

Its  Canadian  trade  might  be  hur 


Ihe  U.  S.  and  Canada  share 
worid's   most   open  border 


biggest  tr-ade  flow — a  relationship  sap, 
i-atists  take  comforl  from  as  they  aiv 
that  Quebec  should  be  a  sovereign  nat 
Campaigning  for  an  Oct.  30  refer-em 
on  separ"ation,  the  Quebecois  say  the  i 
flow  of  goods  across  the  U.  S.-Can;ii 
border-  is  proof  that  independence  \\ 
put  an  economic  banner  between  <, 
bee  and  English-speaking  Canada, 
a  new  study  fi-om  University  of  Bi  i 
Columbia  economist  John  F.  Helli 
throws  some  cold  water  on  that  idea 
While  most  Canadians  believe  tl 
economy  is  tightly  integi'ated  with  t 
of  the  U.  S.,  in  fact  one  province  is 
more  likely  to  tr-ade  with  anoi 
province  than  with  a  U.  S.  state  at 
same  distance,  Helliwell  found.  For-  ( 
bee,  interpr'ovincial  trade  is  26  tii 
gi'eater-  than  its  cross-border  comnn 
"Quebec  is  even  more  tightly  tied  : 
the  fabric  of  Canada  than  are 
Anglophone  provinces,"  Helliwell  wn 
That  suggests  independence  could  )■ 
economically  disi'uptive  for  both  Qe 
bee  and  Canada's  remaining  pr*ovinc 


A  TORRENT  OF 
TAX  BREAKS 

States  rush  to  lure  companies 

The  War  Between  the  States  i 
over — it's  heating  up.  Corpor-ate 
and  finance  execs  say  state  and  local 
ernments  ar-e  increasingly  likely  to  d 
tax  credits  and  rebates  as  incentives 
companies  to  expand  or  relocate  op 
tions.  In  a  July  sm^vey  of  203  compa 
with  gr'oss  revenues  exceeding  $300 
lion,  accountants  kpmg  Peat  Mar 
foimd  that  79%-  say  they'r-e  now  gett 
tax  breaks.  Enterprise  zones  ar'e  pop  " 
57%'  of  the  companies  have  operati 
in  redevelopment  ar-eas  where  state 
local  taxes  ai'e  sharply  r-educed. 

Governments  maintain  that  tax  br-e; 
dr-aw  in  new  facihties  that  create  n 
jobs.  But  19%  of  the  surx'eyed  compar 
say  they're  getting  incentives  on  curTi 
facilities  that  haven't  expanded.  How 
a  tax  break,  the  survey  asked,  woi 
per-suade  your-  company  to  move  its  he 
quarter's?  Thr-ee-fourths  of  the  executi' 
wouldn't  answer.  But  among  those  w 
did,  the  median  price  tag  was  $5  milM 
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Sony's  movie  mega-center 
combines  old  palaces  with 
spectacular  3-D  films. 


Few  companies 
can  resist 
New  York's 
rare  mix  of 
glamour, 
speed, 

and  efficiency. 
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Polished  Apple 

An  lnsider\s  Guide  to  New  York: 
The  Business  City  That  Never  Sleeps 


^  his  is  the  place  to 

/         be, "Crate  &  Barr 
founder  and  presi- 


to 
■rel 
>ident 

Gordon  Segal  proclaimed  at  the  recent 
opening  of  his  Manhattan  superstore. 

The  master  retailer  is  hardly  the  only 
one  saluting  New  York  these  days.  Walt 
Disney  Chairman  Michael  Eisner  has 
helped  turn  the  city  into  a  multi-media 
hub  by  launching  Pocahontas  in  Central 
Park,  investing  in  a  new  film  showcase 
that  will  help  42nd  Street  clean  up  its 
act,  and  buying  the  ABC  network. 

The  city  the  Indians  sold  for  $24  con- 
tinues to  he  America's  biggest  corporate 
headquarters  town  and  — 
thanks  to  Wall  Street  —  the 
world's  busiest  financial  center. 
Love  it,  hate  it.  New  York  has 
more  than  the  nine  lives  of  a  cat. 

Few  people  —  or  corporations  —  can 
resist  its  rare  combination  of  glamour, 
speed,  and  efficiency. 

Now  1995  is  shaping  up  to  be  the  best 
year  for  tourist  and  business  travel  in 
this  decade  -  with  an  estimated  24.8  mil- 
lion visitors.  It'll  beat  1994  by  200,000. 

WORKSTYLE  When  you're  visiting, 
bring  along  your  running  shoes  —  the 
pace  of  New  York  business  is  grueling. 
Line  up  appointments  well  in  advance. 
New  Yorkers  aren't  unfriendly.  They're 
just  busy  —  or  out-of-town  (or  out  of  the 
country).  And  make  sure  your  credit  cards 


haven't  hit  their  spending  limits.  Prices 
are,  on  average,  the  highest  in  the  natic 

AIRPORT  CONNECTIONS  Here 
the  fares  and  times  to  and  from  midto 
(42nd  Street)  in  moderate  traffic: 
LaGuardia  ($9  Carey  bus,  $20  taxi,  3 
to  45  minutes),  JFK  ($13  Carey  bus,  S 
taxi,  60  minutes),  Newark  ($7  Olymp 
bus,  $40  taxi,  45  minutes).  If  you're  ti 
eling  in  a  team  and  on  a  fast  track,  ph^ 
National  Helicopter  (800/645-3494)  s 
fly  over  the  traffic.  Fare:  $299  for  a  B( 
six-seater  helicopter,  which  services  al 
three  airports  and  uses  helipads  at  34t 
Street  and  60th  Street  on  the  East  Riv( 
30th  Street  at  the  Hudson  River,  and 
near  the  Trade  Center  downtown. 

HOTEL  HITS  New  York  has  more 
hotel  rooms  than  any  other  Americar 
city  except  Orlando.  Even  so,  room 
rates  are  the  highest  in  the  nation,  avi 
aging  more  than  $  100  a  night.  Note 
that  hotels  are  fullest  in  October  whe 
the  fall  business  season  begins  and  th 
United  Nations  is  back  in  session. 

In  midtt)wn,  where  many  major  cor 
porations  from  Citicorp  and  Morgan 
Stanley  to  Philip  Morris  and  Seagram 
have  head  offices,  there's  a  smorgasb( 
of  hotel  choices. 
■  Want  to  impress  your  business  cC 
tacts?  Stay  at  the  prestigious  Plaza 
(800/228-3000).  It  still  glitters. 


Designed  Exclusively  For  Our  Runway  Models. 


Our  new  design  is  all  the  rage.  But  wed  like  to  point  out 
that  beauty  is  more  than  paint  deep.  We've  also  made 
a  number  of  other  improvements  at  TWA.  Like  the  new 
planes  we've  added  to  our  fleet.  Or  like  our  Trans  World 
One""^' service  that  offers  first  class  service  at  a  business 
class  fare.  Or  the  new,  more  convenient  flights  we've  added 
to  our  over  80  worldwide  destinations.  Or  our  new  flights 


to  Mexico.  Or  our  competitive  fares,  or  the  way  we've 
renewed  our  commitment  to  customer  service.  In  fact, 
you  might  say  that  we're  giving  ourselves  a  makeover. 
Which  is  why  we  say  that  we're  up  to  something  good 
at  TWA. 


THE  EMPLOYEE  OWNERS  Of 


TWA 
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Nations.  You're  midtown,  but  the 
hotel  runs  compHmentary  hmo  service 
to  Wall  Street  every  weekday. 

GETTING  AROUND  TOWN 

Taxis  are  cheap.  For  instance,  it's  only 
$3.50,  tip  included,  between  Grand 
Central  (42nd  Street)  and  the  new  and 
booming  Flat  Iron  District  (around 
23rd  Street),  now  populated  with 


advertising  and  media  offices. 

Subways  are  vastly  improved,  with  sor 
redecorated  stations  and  tough  rules  on 
panhandling.  But  if  you're  a  business- 
woman, avoid  them  after  about  7  p.m. 


POWERLESS  BREAKFASTS  The  Big 

Apple  invented  the  power  breakfast, 
which  lives  on  as  the  "business  breakfas#^'^' 
(7:30  to  9  a.m.).  But  it's  expensive  —  easi 
$15  to  $20  per  person. 

Go  for  the  place  that  created  it:  540 
Park  (759-4100),  a.k.a.  the  Regency 
Hotel.  You'll  still  see  Wall  Street  movers 
and  shakers  —  without  yellow  Eighties 
power  ties.  Another  choice  spot,  right  in 
Rockefeller  Center:  the  American  Festm 
Cafe  (246-6699),  below  street  level  at 
rinkside  where  skaters  swirl  during  the 
winter  and  umbrellas  flutter  in  warmer 
months. 
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'LET'S  DO  LUNCH'  It's  no  longer 
"long"  (often  only  12:15  to  1:45  p.m 
maximum),  thanks  to  Nineties  discipline 

Social  customs  of  the  natives:  New 
Yorkers  are  generally  on  time.  They'll 
readily  exchange  business  cards.  And 
they'll  haul  out  papers  and  spread  them 
all  over  the  place,  even  taking  notes  — 
except  in  clubs  such  as  the  Harvard, 
Metropolitan,  Union  League,  and 
University,  which  frown  on  or  prohibit 
workaholic  displays. 
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David  Manning  loves 


SkyTel  2-Way"paging 


because  lie's  quaran- 


SkyTel  features  (PUay  pagers 
•xclusfvely  by  Motorola. 


can 


your 


Hoiv  Tlic  World  Slays  ;ii  Toiitli- 

1  800  815  9537 


At  Le  Cirque 

maestro  Sirio  Maccioni  FREQUENT 

TRAVFT  FR 

orchestrates  the  networking  ^  iLljlLa 

among  board  chairmen 
and  celebrities. 


Why  do  they 
schedule  meetings 
for  3:00  in  the 

MORNING? 
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dually,  they  don't.  It  only  feds 
that  way  when  you're  jet  lagging. 

Fortunately,  relief  is  now  at  hand. 
It's  the  Hotel  Okura's  jet  Lag  Plan, 
designed  to  get  you  up  on  your  feet 
and  feeling  chipper.  1 1  incl  udes  a  Light 
Box  to  help  put  your  body's  clock 
backon  schedule,  a  Health  Club  work- 
out and  let  Bath,  Relaxation  Videos, 
a  Body  Sonic  Massage,  your  choice  of 
pillows  to  help  you  sleep  better  (we'll 
even  remember  your  fai'orite for  i/our 
next  visit),  ami  spwcial  breakfast  and 
dinner  suggestions  for  extra  energy. 

The  jet  Lag  Plan  is  only  '^10,000 
extra  per  day,  or  free  for  members  of 
the  Okura  Club  International,  our 
special  program  for  frequent  guests. 
To  receive  a  free  brochure,  simply 
mail  your  name  and  address  to  Hotel 
Okura,  Public  Relations  Office,  2- 
10-4  Toranomon,  Minato-ku,  Tokyo 
10^,  japan,  or  fax  to  }-}s8z-}yoy. 

TOKYO 

The  Hotel  Okura  is  the  flagship 
hotel  of  the  Hotel  Okura  Cham,  and  a 
member  of  The  Leading  Hotels  of  the 
World  and  UTELL  International. 


Pothole  Jungle,  what  else  but 
Central  Park's  —  and  Hollywood 
scion  and  owner  Warner  LeRoy's 
—  refreshing  Tavern  on  the  Green 
(873-3200). 

QUICK  AND  CONVENIENT 

You're  practically  in  Key  West  at 
the  Tropica  (867-6767),  tucked 
away  in  Grand  Central  Terminal. 
Another  marina  is  Docks  Oyster  Bar 
(986-8080)  at  40th  Street  and  Third 
Avenue.  Off  Times  Square  you  can 
sprint  through  a  bistro  lunch  in  an 
animated  ambience  at  Cafe  Un  Deux 
Trois  (354-4148).  Cite  (956-7100), 
in  the  Time-Life  Building,  is  a  hot 
spot  for  steaks  and  fries,  plus  free 
wine  with  prix  fixe  dinners  —  get  a 
table  in  the  no-reservations  Cite  Grill 
at  lunch  for  a  less  elaborate  meal. 

ETHNIC  AND  ECLECTIC  For  a 

culinary  trip  to  the  Far  East,  try  the 
most  deftly  prepared  Chinese  food 
in  New  York  at  the  Shun  Lee  Palace 
(371-8844)  on  55th  Street  —  expen- 
sive but  smooth  as  silk,  in  decor  as 
well  as  cuisine.  Return  to  the  days 
of  the  French  empire  at  Le  Colonial 
(752-0808),  a  chic  Vietnamese  out- 
post on  57th  Street.  Aficionados  of 
Indian  food  with  luscious  spices  pack 
Dawat  (355-7555),  not  cheap  but 
worth  it.  There's  melt-in-your-mouth 
Kobe  beef  —  and  superb  sushi  —  at 
Seryna  (980-9393)  on  53rd  Street. 

On  the  Moscow-to-Marrakech  cir- 
cuit, Matthew's  (838-4343),  which 
features  new  American  cuisine,  lets 
you  relax  in  an  ambience  reminiscent 
of  Rick's  Cafe  in  Casablanca.  Caviar 
and  vodka,  followed  by  chicken  kiev? 
Of  course,  the  resplendent  Russian 
Tea  Room  (265-0947),  next  to 
Carnegie  Hall  and  just  bought  by 
restaurateur  LeRoy. 

FREE  TIME  Visit  the  Sony  movie 
mega -center  —  12  theaters  modeled 


after  historic  Loews  palaces  —  at 
Broadway  and  68th  Street  and  see 
Wings  of  Courage,  the  first  Imax  3- 
feature  film.  You  wear  $400  head- 
sets as  you  view  the  eight-story-hig 
screen,  which  out-Hollywoods 
Hollywood. 

To  see  the  latest  in  avant-garde  art 
stylish  clothes  and  creative  jewelry 
you  might  even  buy  something  — 
blitz  Soho's  shops,  located  just  belov 
Washington  Square.  For  current 
information  and  advice  on  hotels, 
restaurants,  sports  events,  concerts, 
and  city  tours,  phone  800/NYC- 
VISIT  (692-84748). 

WATERING  HOLES  Meet  your 
business  friends  for  a  drink,  often 
easier  than  booking  a  lunch.  Some 
standouts:  the  retro  and  model- 
packed  Monkey  Bar  (838-2600)  in 
the  Hotel  Elysees;  P.  J.  Clarke's 
(759-1650)  at  55th  Street  and  Thir 
Avenue  and  the  Oak  Bar  (546-5330 
two  old  reliables,  and  —  in  the 
World  Financial  Center  near  Wall 
Street  —  Edward  Moran  Bar  &c  Gri 
(945-2255),  a  blast  with  thirtysome 
thing  brokers  and  bond  traders 
wringing  out  the  day's  tensions. 

NIGHTLIFE  Wacky  but  wonder 
ful,  the  Iridium  (582-2121),  near 
Lincoln  Square,  is  Manhattan's 
newest  and  hottest  jazz  club.  At  th( 
chrome-plated  Harley  Davidson 
Cafe  (245-6000),  on  the  Avenue  of 
the  Americas  at  56th  Street,  it's 
"hogs"  to  your  right,  left,  and  over 
head  as  you  wolf  down  a  burger 

Why  not  book  Rockefeller 
Center's  Rainbow  Room  (632- 
5100),  a  restored  dinner-and-dano 
jewel  that  overlooks  Manhattan,  o 
Rainbow  &  Stars  (632-1000),  its 
engaging  night-club  sibling  —  wit 
Leslie  Uggams  among  its  roster  of 
entertainers  —  for  the  finale  of 
your  New  York  stopover. 


O         R         1.  D 


B  U  S  1  IN  t  ^  S 


No  wonder  they're  smiling. 

You  see,  World  Business  Class'"  was  designed  to  give  business  travelers  more  room 
to  work,  sleep,  or  just  to  stretch  out.  With  a  chcMce  of  movies  on  their  own  Personal 
Video  System,  plus  innovative  menus  designed  by  real,  live,  world  renowned  chefs. 

But  most  important,  it  was  designed  so  that  you  arrive  more  rested,  and  ready  to  do 
business,  in  more  destinations  than  any  other  airline  in  the  wodd. 

Join  B.B.  King  and  Diane  Schuur  in  World  Business  Class.  Call  your  travel  agent  or 
Northwest  Airlines  at  I-800-447-474  7. 


©  1995  Northwest  Airlines  Inc.  „ 
Northwest  recycles  enough  paper  to  fill  41  747's  W 
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Avis  has 
pioneered 
navigating 
systems  for 
cars  and 
installed 
them  in 
Olds  88's  and 
Cutlass  Cieras. 


PLANE  TO  TGV  TRAIN 

Charles  de  Gaulle  International  Airport 
in  Paris  now  has  one  of  Europe's  best 
plane-train  connections  for  getting  to 
appointments  on  a  business  trip.  If 
you're  flying  into  the  modernistic  air- 
port on  Air  France  (800/237-2747),  for 
example,  you  can  take  a  moving  walk- 
way from  Terminal  2C,  where  you 
arrive,  to  an  adjacent  glass-topped  rail 
station  and  catch  a  1 60-mile-per-hour, 
bullet-nosed  TGV  train  to 
Lyon  (2  hours),  France's 
second  largest  business 
center;  the  French 
Disneyland  (15  minutes) 
outside  Paris,  where  you 
may  be  attending  a  con- 
vention, or  even  to 
London  (3  hours  15  min- 
utes) through  the 
"Chunnel"  under  the 
English  Channel.  For 
TGV  destinations  and 
fares,  phone  Rail 
Europe  at  (800/438-7245). 

VIDEO-CONFERENCING  IN 
HYATT'S  TOKYO  TOWER 

The  high-priced  yen  isn't  dampening 
the  spirits  —  or  expense  accounts  —  of 
American  executives  doing  business  in 
Tokyo.  The  Ritz-Carlton  (800/241- 
3333)  and  Four  Seasons  (800/332- 
3442)  have  opened  outposts  in  the 
sprawling,  frenetic  city,  which  is  New 
York  and  Washington  rolled  into  one. 
And  now  comes  the  tony  Park  Hyatt 
(800/233-1234)  with  14  floors  atop  the 
52-story  Park  Tower  skyscraper  in 
Shinjuku,  Tokyo's  main  corporate  cen- 
ter (a  half-hour  taxi  ride  from  the  Ginza 
downtown). 

Along  with  high-tech  guest  rooms, 
there's  a  business  center  that  provides 


international  videoconferencing  with  pus 
button  ease.  The  system,  which  uses  mu( 
touted  ISDN  (Integrated  Services  Digital 
Network)  telephone  connections,  has  lin 
with  some  100  U.S.  cities  and  more  than 
countries  through  Kinko's  Copy  Centers 
and  Sprint.  What  you  see  are  full-motior 
color  video  pictures  —  with  digital  soun( 
You  can  hold  a  conference  for  groups  of 
to  12  persons  in  the  hotel's  private  video 
rooms  or  for  up  to  300  people  at  a  breal 
fast  or  lunch  in  one  of  the  larger  Hyatt 
rooms. 

The  all-inclusive  hourly  rate  for  a  roo 
setup,  and  phone  line  is  ¥50,000  (about 
$550)  for  incoming  calls  and  ¥80,000 
(around  $880)  for  outgoing.  Contact  th 
hotel's  business  center  directly  (3-5323- 
3410),  Kinko's  centers  or  your  travel  ag 
to  make  arrangements. 

After  your  session,  retreat  to  the  hotel  i  in 
Peak  Lounge  on  the  41st  floor  where  y( 
can  look  out  on  Tokyo  and  Mt.  Fuji  .i-^ 
you  sip  a  cocktail  or  simply  partake  ot 
English  High  Tea. 


FINDING  YOUR  WAY 
THROUGH  CLOVERLEAFS 

"NeverLost"  is  right  on  the  nose  as  a  c 
name  for  the  on-board  navigation  system? 
Hertz  (800/654-3131)  has  mstalled  in  mi 
size  Ford  Contours,  full-size  Tauruses  an^ 
luxury-class  Lincoln  Town  cars.  For  the  f 
two  months,  the  high-tech  "chauffeur"  tf 
helps  steer  you  to  business  appointments 
been  available  at  some  rental  counters  in 
Atlanta,  Chicago,  Detroit,  Los  Angeles, 
Miami,  New  York,  Orlando,  San  Francis^ 
and  Washington,  D.C.  And  it's  first  come 
first  served-no  reservations  possible.  So 
long  as  renters  take  to  the  system  the  way 
they  have  with  rival  systems,  NeverLost  i 
sure  to  become  an  option  in  other  U.  S.  k 
tions,  Canada,  and  Europe,  according  to 
Robert  J.  Bailey,  Hertz  senior  vice  preside 
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SEAT   SD    CDMFDRTABLE,   YDU    MAY  WANT 
TO    REQUEST   A   WAKE-UP  CALL. 


NTRODUCING    L'ESPACE  127 

BUSINESS    CLASS  SERVICE 


Sleep  is  a  precious  commodity  in  tiie  upper 
reaches  of  the  atmosphere.  Especially  when 
business  demands  a  meeting  in  Europe  early 
the  next  morning.  Fortunately,  Air  France's 
new  L'Espace  127  offers  business  travelers  the 
comfort  of  a  seat  more  likely  found  in  first 
class  than  in  business.  One  that  reclines  fur- 
ther, replicating  the  body's  natural  sleeping 
position.  A  seat  designed  for  total  muscle 
relaxation.  In  your  waking  hours,  L'Espace 
127  boasts  a  built-in  video  entertainment  sys- 
tem, a  travel  kit  with  a  full  complement  of 
amenities,  and  the  finest  wines  and  French 
cuisine  Air  France  has  to  offer.  For  informa- 
tion and  reservations,  call  your  travel  agent  or 
1-800-AF  PARIS.  No,  you're  not  dreaming. 
Not  yet,  anyway. 
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'Launch  customer'  United  is  using  the 
roomy  777  on  U.S.  and  foreign  routes. 


Thai-style 
pavilions, 
three-star  cuisine, 
elephant  rides  — 
it's  all  at  the 
Regent's  new 
resort  in 
Chiang  Mai. 


That's  also  true  for  the  quite  similar 
navigating  systems  introduced  by  its 
competitors.  A  pioneer  in  automatic 
auto  guidance.  Avis  (800/331-1212) 
began  testing  computer-guided 
Oldsmobile  several  years  ago  in 
Orlando  and  San  Jose,  California.  Last 
fall  it  went  on-stream  with  its  Satellite 
Guidance  System  and  now  has  around 
750  guidance-equipped  Olds  88's  and 
Cutlass  Cieras  for  rent  in  12  cities: 
Atlanta,  Chicago,  Detroit,  Indianapolis, 
Los  Angeles,  Miami,  New  York 
(LaGuardia,  JFK,  and  downtown 
Manhattan),  Orlando,  San  Francisco, 
San  Jose,  Washington,  D.C.,  and  West 
Palm  Beach.  Spokesperson  Terry 
Gordon  says  that 
[Baltimore,  Boston,  Dallas, 
and  Houston  should  be 
coming  on-line  within  the 
next  month  or  so. 

Not  to  be  outdone. 
National  Car  Rental 
(800/328-4567)  is  trying 
out  its  Navigator  system 
in  all  of  the  200 
Cadillacs  it  has  in 
Atlanta  and  Detroit. 

 I       What  has  delayed 

the  spread  of 
NeverLost-type  systems  is  the  laborious 
process  of  mapping  an  area  and  loading 
the  information  onto  a  database.  But 
now  that  Hertz  and  others  have  found 
suppliers  to  provide  computerized  road 
maps,  rental  cars  are  a  logical  choice 
for  testing  any  navigating  system. 

TRIPLE  7  TAKES  OFF 

When  Boeing  set  out  to  design  its 
new  wide-bodied,  long-distance  777 
jetliner,  it  let  its  airline  customers  and 
their  passengers  come  up  with  the  big 
ideas. 

Well,  the  $122  million,  292-passen- 
ger  newcomer  is  a  bird  created  to  pro- 
vide plenty  of  creature  comforts  —  a 
happy  thought  if  you're  a  frequent 
business  traveler.  Exasperated  by  tight 
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seating?  All  the  seats  on  the  Triple  7  a 
roomier  than  those  on  most  jets  —  wi 
ample  width  and  pitch  (the  distance 
between  rows).  Tired  of  banging  your 
against  overhead  bins  when  you  depoi 
withdraw  your  carryons?  The  cabin  o 
Boeing  777  has  the  look  of  a  wide,  hij 
room,  partly  because  bins  hug  the  ceil 
—  out  of  the  way.  Irritated  when  youi 
overhead  light  is  dim  or  dead?  Built  in 
the  plane's  design  is  a  computer  monit 
warn  the  cabin  staff  when  accessories 
fixing.  And  there's  even  a  no-roll  syst 
for  keeping  food-and-drink  trolleys  in 
place. 

As  for  work-and-play  electronic  equ 
ment,  you'll  of  course  find  phones  at  t 
heads.  Personal  video  screens  come  ou 
armrests  in  first  and  business  class  — 
reside  in  seatbacks  in  coach.  This  fall 
United,  the  "launch  customer,"  is 
installing  interactive  handsets  that  dou 
as  keyboards  for  playing  games  and 
scrolling  through  shopping  catalogs  ar 
credit-card  phones. 

United  already  is  operating  the  Tripl 
on  key  business  routes:  between  Chica 
and  Denver,  Washington  and  Frankfui 
and  between  Washington  and  Londor 
Some  of  the  34  777s  the  airline  has 
ordered  will  soon  begin  servicing  othei 
transatlantic  city  pairs,  such  as  New  Y 
Paris,  and  flying  on  Latin  American  ro 

It  won't  be  long  before  Boeing's  oth( 
Triple  7  customers  —  Ail  Nippon  Airv 
British  Airways,  Cathay  Pacific,  and  Jj 
Airlines,  among  them  —  begin  operati 
the  jet  on  numerous  domestic  and  glob 
routes. 

GETTING  SET  FOR 
PHONING  ABROAD 

Cellular  phoning  is  as  much  an  addic 
in  foreign  countries  as  it  is  here.  Even 
China  now  has  millions  of  mobile-pho 
users.  But  you  can't  blithely  use  your  c 
cellular  on  a  trip  abroad  because  of  im 
patibility  with  most  foreign  systems. 

One  answer  is  to  rent  abroad.  From 
Hague  to  Hong  Kong  you  can  pick  up 


Why  improved  on-time  performance? 
Rush  and  Scurry  own  the  airhne. 


LeoSc  Liri'v  and  Kt^ii  Rush 
are  two  eiiipl(t\e^es  who  now  own 
United  Aiilines.  Two  of  55.( )()().  Owning  the  airline  thev  helped  hiiild  translates 
into  many  pluses  for  you.  I^ike  getting  vou  where  vou're  going,  on  time. 

In  these  past  few  months.Our  record  has  heen 
nothinj'  short  ol  amazini;. 


As  all  of  Uniteds  proud  new  owners  say. 
"Its  obvious  we  don't  just  work  here." 


W  United  Airlines 
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Where  to  find  a  plane. 


Where  to  find  your  bags. 


Where  to  find  a  taxi. 


Where  to  find  a 
great  hotel. 

With  75  locations  in 
24  countries,  chances  are 
there's  a  Renaissance  right 

where  you  need  one. 
Call  your  travel  agent  or 

1-800-HOTELS-l. 

Renaissance,  a  name  you  can 
be  comfortable  with/" 


RENAISSANCE. 

HOTELS  AND  RESORTS 


cellular  at  many  upscale  business 
hotels  —  or  at  the  nearest  airport 
when  you  arrive. 

But  now  both  the  Baby  Bells  and 
entrepreneurs  are  renting  mobile 
phones  for  pickup  here  or  at  the 
foreign  city  you're  visiting.  You  can 
get  your  overseas  phone  number 
before  you  step  on  the  plane,  and 
you  hit  the  ground  running  —  and 
talking  —  upon  arrival. 

Typical  of  the  companies  provid- 
ing this  service  for  businesspeople 
heading  for  Europe  is  Global 
Cellular  Rental  Ltd.,  which  has  a 
reservation  center  in  New  York 
(800/699-6861)  and  operations  cen- 
ter in  London.  Rates  are  £6.95 
(about  $10.50)  per  day;  £45  ($68) 
per  week,  and  £120  ($180)  per 
month.  If  you  rent  for  more  than  14 
days,  there's  no  charge  for  deliver- 
ing or  picking  up  a  phone.  For 
shorter  rentals,  there's  a  charge  of 
£5.30  (about  $8)  if  you're  in  central 
London  and  £29  ($30)  elsewhere  in 
Britain  or  in  major  cities  in  the 
European  Union. 

Global  Cellular  Rental,  by  the 
way,  hooks  up  with  the  Vodaphone 
network,  Britain's  largest  cellular 
carrier,  which  in  turn  uses  GSM 
digital  technology  throughout 
Europe  —  one  of  three  worldwide 
systems.  You  obtain  your  European 
phone  number  up  to  48  hours 
before  departure.  And  you  get  call- 
forwarding  and  voice  mail  at  no 
additional  cost.  But  take  note,  you 
can't  access  toll-free  numbers  or 
special  AT&T,  MCI,  or  Sprint  call- 
ing card  networks  on  your  cellular. 


HOTEL  HIGHLIGHTS 

Where  you  stay  helps  make  your 
trip  pay  —  particularly  if  you're 
trying  to  impress  your  business  con- 
tacts. Some  hotel  standouts  from 
around  the  world: 


■  The  aristocratic  but  folksy 
Texan  who  brought  you  the 
Mansion  on  Turtle  Creek  in  Dall; 
London's  Laneshorough,  Little  D 
Bay  on  Virgin  Gorda,  and  other 
luxe  establishments  —  billionaire: 
Caroline  Hunt  of  Rosewood  Hot 
&  Resorts  (800/928-3000)  —  has 
other  classy  properties  for  high- 
level  executives  on  the  drawing 
boards,  according  to  Atef 
Mankarios,  president  and  chief 
executive  officer.  Two  are  in  Sauc 
Arabia,  a  country  still  loaded  witl 
oil  riches  and  visiting  corporate 
travelers.  Plans  are  afoot  for  a 
Rosewood  hotel,  combined  with 
shopping  mall  and  residential  strt 
tures,  next  to  the  Hotel  Alkhozan 
in  Riyadh.  With  the  muslim  coun  lollfi 
resort-short,  Rosewood  also  plan 
to  open  a  deluxe,  mountain-rimm 
getaway  at  Abha  on  the  Red  Sea, 
only  an  hour's  flight  on  Saudi 
Arabian  Airline  (800/472-8342), 
south  of  the  capital.  It  should  be  < 
welcome  escape  hatch  for  Americ 
oilmen,  construction  engineers  an 
other  businesspeople.  Rosewood'; 
wish  list  includes  a  third  hotel  in 
of  all  places  —  Sao  Paulo,  Brazil's 
biggest  business  center.  Once  a  ki 
of  urban  wallflower,  the  sprawlin 
city  (pop.  21  million)  is  now  devei 
oping  a  higher  and  more  attractiv 
profile,  thanks  to  the  booming 
Brazilian  economy,  American 
investments,  and  the  city's 
unmasked  attractions  (turn-of-the 
century  mansions,  superior  restau 
rants,  red-hot  nightlife). 

■  For  a  short  break  from  the  siz 
zling  heat  and  traffic  gridlock  of 
Bangkok,  Thailand's  business  hut 
fly  north  to  Chiang  Mai,  near  the 
Burmese  border,  and  spend  a  few 
days  at  the  new  Regent  Chiang  M 
(800/332-3442).  You  stay  in  your 
very  own  Thai-style  pavilion  with 
peaked-roof  outdoor  "sala"  for  d 
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with 
triple  miles 
worldwide. 
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Triple  Miles 

on  weekly  rentals  of  7  days  or  more. 

Double  Miles 

on  weekend  rentals  of  2  days  or  more. 

he  employee-owners  of  Avis 

lake  it  easy  to  take  off  with 
Ktra  frequent  flyer  miles.  Now, 
Du'll  earn  triple  miles  on  weekly 
jntals  and  double  miles  on 
eekend  rentals  from  Avis  wher- 
e'er our  partner  airlines  fly. With 
le  extra  miles, you'll  earn  free 
avel  faster.  In  over  140  countries 
t  4,800  locations.  Avis  is  there 
trying  harder  for 
you. And  be  sure 
to  take  alone 


VISA 


DurVisa""  card-it  s  always  welcome 
t  Avis.  These  offers  are  valid 
eptember  1  -  December  31, 1995. 
o  start  earning  extra  miles 
3day.  Call  an  Avis  employee- 
wner  at  1-800-831-8000  for 
sservations  and  offer  details, or 
all  your  travel 
onsultant.  

We  try 
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TRANS  WORLD 
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f(er  good  on  qualifying  rentals  Miles  awarded  for  consecutive  paid  days  of  2  days  or  more  for  weekend 
ntals  that  occurTliursday  9  AM  througti  Monday  i  1:59  PM.and  7  days  or  more  for  weekly  rentals. 


Avis  features  GM  ca 
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Hertz's  NeverLost  video  screens  installed 
in  Contours,  Tauruses,  and  Lincoln  Town 
cars  tell  drivers  exactly  where  they  are. 


Sheraton 
is  offering 
full  service 
at  reasonable 
rates  in 
its  50  new 
Four  Points 
Hotels. 


ing  and  dreaming  —  all  set  in  a  hillside 
amphitheater  carpeted  with  rice  paddies 
and  tropical  flora.  The  spicy  Thai  cuisine 
is  three-star,  and  nearby  you  can  play 
golf,  ride  elephants,  raft  on  rivers,  and 
take  a  Land  Rover  to  see  Thai  tribesmen 
and  the  jewelry,  baskets,  and  clothes 
they  so  skillfully  craft.  The  quality 
experience  at  Chiang  Mai  should  be  no 
surprise,  when  you  consider  that  the 
Regent  in  Hong  Kong,  the  chain's  flag- 
ship, is  one  of  the  world's  best  hotels. 
■   Closer  to  home,  Sheraton  (cSOO/325- 
3535),  which  provides  blue-chip  accom- 
modations world-wide  with  its  "Luxury 
Collection,"  is  now  offering  an  enticing 
package  of  full-service 
facilities  and  services  for 
cost-conscious  business 
travelers  at  its  new  Four 
Points  Hotels.  For  $70  to 
$  1 1 0,  the  new  establish- 
ments feature  room  ser- 
vice, a  free  newspaper 
(delivered  to  your  door), 
laundry  service,  and  a  fit- 
ness room,  plus  a 
restaurant  open  for 
breakfast,  lunch,  and 
dinner.  "We  call  it 
truthful  service  —  a 
return  to  what  full  service  used  to  mean 
until  some  of  our  competitors  started 
cutting  back,"  says  Ann  Wilson,  vice- 
president  and  director  of  the  division. 
Where  are  the  50  or  so  Four  Points 
Hotels.-'  "They're  in  the  suburban 
minicities  that  are  springing-up  around 
most  American  cities." 

Four  of  the  best:  the  venerable 
Excelsior  (with  a  huge  American  clien- 
tele) on  the  Via  Veneto  and  the  Grand 
(near  the  central  bank  and  key  min- 
istries) in  Rome,  a  city  loaded  with  the 
headquarters  of  Italy's  many  state- 
owned  companies;  the  opulent  Imperial 
in  Vienna,  rated  the  world's  best  hotel 
in  a  Conde  Nast  Traveler  poll  of  readers 
and  perfect  as  a  base  for  checking  out 
potential  business  deals  in  Eastern 


Europe,  and  the  bouncy,  superbly  loca 
ed  Palace  in  Madrid  —  it's  close  to  bol 
major  corporate  offices  and  the  new 
Museo  Thyssen-Bornemisza  that  hous< 
the  steelmaking  Thyssen  family's  mag- 
nificent medieval-to-pop  art  collection, 

CATERING  TO  EXECUTIVES 
FROM  DRESDEN  TO  DALLAS 

The  German-based  Kempinski  chain 
(800/426-3135)  —  with  17  hotels  fron 
Beijing  to  Dallas  —  makes  no  secret  of 
its  goal  of  catering  to  an  executive 
traveler's  every  need  and  whim,  from 
high-tech  facilities  in  guest  rooms  to 
fully  equipped  business  centers.  And  th 
comfort  factor  gets  plenty  of  attention 
too.  For  example,  if  you're  doing  busi- 
ness deals  in  the  former  East  GermanyJ 
book  a  room  at  the  Taschenbergpalais 
a  grand  baroque  residence  at  the  histori 
and  beautiful  Theaterplatz  in  Dresden. 
Once  the  home  of  Countess  Cosel,  the 
Elector  of  Saxony's  mistress,  and  then 
destroyed  during  the  fire-bombing  of  th|^ 
city  in  1945,  the  hotel  just  emerged 
from  the  ruins  after  a  $180  million 
reconstruction.  Its  conference  and  meet 
ing  rooms  are  as  up-to-date  electronica 
ly  as  its  rooms,  accented  with  red  elm 
wood,  royal  blue  fabrics  and  polished 
black  granite,  are  elegant  — each  one,  c 
course,  equipped  with  air-conditioning 
and  three  phones.  If  you  fly  first  or 
business  class  on  Lufthansa  (800/645- 
3880)  from  the  U.S.  to  Germany,  you'l  Ilea 
get  a  room  upgrade  and  complimentar) 
early  checkin/late  checkout  at  the 
Taschenbergpalais  and  Kempinski's  fivi 
other  German  hotels.  Opening  next 
spring:  the  Kempinski  Hotel  Furstenhol 
in  Leipzig,  a  major  manufacturing  and 
trade  fair  town.  And  other  Kempinskis 
are  on  the  way  in  Brussels,  Jakarta, 
Warsaw,  and,  topping  them  all,  Berlin 
where  the  chain  is  meticulously  rebuild 
ing  the  famous  Adlon,  a  gathering  place 
for  Europe's  rich  and  famous  from  its 
opening  m  1907  until  World  War  II. 
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Global  Excellence: 
The  most  rewarding 

way  to  earn  and 
spend  frequent  flyer 

miles  globally 


le  alliance  of  Delta  Air  Lines,  Singapore  Airlines  and  Swissair  exemplifies  the  true  meaning 
added  value.  When  flying  First  or  Business  Class,  our  frequent  flyer  programs  allow  you  to 
rn  and  spend  miles  on  our  entire  route  network''- more  than  300  destinations  worldwide.  So,  if 
free  trip  around  the  globe  is  your  kind  of  reward,  you  don't  have  to  go  out  of  your  way  to  get  it. 


ADelta 


SinCAPORE 
AiRLinES 


Global  Excellence 


Swissair 


'■Singapore  Airlines  mileage  credit  valid  (inly  for  residents  of  North  and  South  America.  Other  restrictions  apply. 


Special  Advertising  Section 


THE 

FREQUENT 
TRAVELER 


In  the  Laptop 
of  Luxury 

Notable  Notebooks 
To  Take  On  The  Road 


ver  the  past  decade  losing 
weight  has  been  a  lot  easi- 
er for  computers  than  it's 
been  for  health-conscious  Americans. 
What  began  as  luggables  (15  lbs.  and 
above.)  turned  into  portables  or  laptops 
(9  to  14)  in  the  mid-Eighties  and  then 
into  notebooks  (7  to  8)  and  now,  in  the 
mid-Nineties,  subnote- 
books  (4  to  6).  And  they 
have  the  486  power  that's 
desirable  for  running 
Microsoft  95,  the  new, 
advanced  operating  system 
the  computer  giant  has  just 
introduced. 


Texas  Instruments  is  making  waves  with  its 
Extensa  family  of  notebooks  that  are  faster, 
lighter,  more  powerful,  and  more  affordable 


Today's  laptops 
have  the  486 
power  you 
need  to  run 
the  new 
Microsoft  95 
operating  system. 


LEADING  LIGHTS  For 

computer  makers, 
lightweight  portables 
arc  today's  hot  sellers. 
Packed  mto  their  slim 
size  is  as  much  power  and  versatility  as  a 
desktop  computer. 

Among  the  leaders  is  IBM,  which  has 
made  its  mark  with  the  various  models 
of  its  ThinkPad  —  an  ingeniously 
sophisticated  machine  that  was  on  back 
order  for  a  long  time.  Compaq's  LTR 
Elite,  plus  Contura  Aero  and  Aero,  are 
selling  like  hot  cakes.  Toshiba,  the  one 
major  computer  maker  that  produces 
only  portables,  has  a  huge  cheering 
squad  of  users  who've  bought  its  top-of- 
the-line  Portege  and  Satellite  —  and 
other  less  expensive  models.  Apple,  a 
powerhouse  with  its  popular  notebooks. 


i 


is  now  offering  a  new  5300  family  of 
performance  PowerBooks.  And  Texas 
Instruments  is  making  waves  with  its 
favorably  reviewed  Extensa  laptops. 

Some  well-known  names  in  portable 
are  getting  a  boost  by  finding  foreign 
partners.  Not  long  ago,  AST,  a  quality 
manufacturer,  got  a  legup  when  Kore 
Samsung  bought  into  it.  And  NEC  now 
has  a  strong  sales  network  for  its  Versa 
line  of  laptops  since  its  linkup  with 
razzmatazz  computer  maker  Packard  B( 

Beyond  that,  business  travelers  have 
additional  options  today  that  didn't  ev 
exist  a  year  ago.  Hewlett-Packard,  bett 
known  to  computer  users  for  its  reliabl 
jet  and  laser  printers,  is  moving  into  th 
notebook  market  with  computer  users 
anticipating  a  line  of  similarly  reliable 
machines.  And  DEC,  known  for  its  firs 
rate  technology,  recently  joined  the 
parade  with  its  HiNote  notebooks. 

If  you  buy  a  subnotebook,  expect  to 
pay  about  $5,000.  By  definition  it's  a 
slightly  lighter  machine  with  an  outboa 
floppy  disk  drive  you  can  leave  behind 
shed  weight  and  bulk.  You'll  have  to  li^ 
with  a  smaller  keyboard,  but  even  here 
the  designers  are  coming  up  with 
expanding  keyboards  such  as  the  "but- 
terfly" IBM  model.  The  bottom  line,  in 
any  case,  is  to  figure  out  your  work  pat 
tern  and  then  buy  the  machine  that  fits 
your  needs.  That  way  you  get  personal 
productivity  for  the  right  price.  ■ 

The  text  wds  irrittcu  by  Paul  Biir)ilh!i)i  Finney 
(i/  Finlvn  C.onimtimcatiiins  Inc. 
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All  our  drinks  come  with  a  twist 

No  alcohol. 


Modern  travelers  are  discovering  a 
secret  we've  known  since  the  days  of  the 
ancient  caravans;  abstaining  from  alcoholic 
beverages  leaves  you  feeling  fit  and  ready 
to  do  business  at  journey's  end. 

Besides,  Saudia  offers  First  and 
Horizon  Class  travelers  so  much  more  to 
enjoy  during  their  flights.  From  superb 
cuisine  to  exquisitely  comfortable  seating, 
you'll  have  everything  you  need  for  both  a 
productive  and  relaxing  experience. 


And  with  the  only  non-stop  flights 
available  to  the  Kingdom  from  our  New  York, 
Washington  and  Orlando  gateways,  you'll  not 
only  arrive  refreshed,  you'll  arrive  faster. 

See  for  yourself  why  for  50  years  we've 
made  flying  Saudia  an  experience  without 
equal.  For  more  details  call  1-800-4 -SAUDIA. 

snudin 


SAUDI  ARABIAN  AIRLINES 


Proud  to  serve  You 


FAX  this  page  back  to 
1-609-786-4415 


THE  FREQUENT  TRAVELE 


1 .  Air  France 


2.  Avis  Rent  a  Car 


3.  Lufthansa  German  Airlines 


4.  Northwest  AirHnes 


Please  Print 

Name 

Business 


□  BUSINESS  ij  HOME 


Address 

City 

State 


Zip 


5.  Renaissance  Hotels  &  Resorts 


6.  Saudi  Arabian  Airlines 


7.  Sheraton  Four  Points  Hotels 


8.  SkyTel 


9.  The  Sutton  Place  Hotels 


10.  Trans  World  Airlines 


□  BUSINESS  □  HOME 


EXTENSION 


Telephone 


Please  check  one  response  for  each  following  question. 

1  What  is  your  company's  type  ol  business? 

1  □  Agriculture  2  □  Mining,  Construction  3  □  Manufacturing,  Processing  4  □  Wholesale,  Retail  Trade 
5  □  Finance,  Insurance,  Real  Estate  6  □  Government  7  □  Transportation,  Pubhc  Utihties 
8  □  Service  Industries  9  □  Other  -  Please  Specify: 

2  What  is  your  title? 

A  □  Chairman  of  the  Board  B  □  President  C  □  Vice  President  D  □  Treasurer,  Secretary 

E  □  General  Manager  F  □  Division  Manager  G  □  Department  Manager  H  □  Other  Manager 

I  □  Student  J  □  Other  -  Please  Specify: 

3  How  many  employees  in  your  company  worldwide? 

1  □  Under  100  2  □  100-999  .1  □  1,000-2499  4  □  2,500  -  4,999  5  □  5,000  -9,999  6  □  10,000  or  more 


BusinessWe 


Requests  will  be  hon 
till  December  4,1995 


Please  circle  advertisi 
numbers 


1     2  3 


6     7  8 


To  BUSINESS 


TRAVELLERS  OF 


THE  WORLD 


WE  SAY, 


Welcome  to 


The  Club. 


It's  a  very  special  collection 
of  privileges,  designed  around 
a  very  special  individual:  You. 

At  The  Sutton  Place  Hotels, 
we  created  The  Sutton  Club 
to  bring  you  an  uncommon 
level  of  luxury  at  a  guaranteed 
preferred  rate.  Plus,  we'll 
provide  a  complimentary 
continental  breakfast,  morning 
paper  delivered  to  your  room, 
free  local  transportation* 
and  convenient  business 
center  services. 

Ask  us  about  the  special 
privileges  of  The  Sutton  Club. 
It's  a  Club  well  worth 
belonging  to. 

*  downlown  area  in  Chicago, 
Toronto  and  Vancouver,  airport 
in  Newport  Beacii.CA 


%e  Sutton  ^ace  Hotels 

Toll  Free  Reservation  Number 

1-800-810-6888 

OR  Call  Your  Travel  Agent 
e-mail:  info@suttonplace.com 


Chicago 


Newport  Beach 


Toronto 


Vancouver 


You  don't  know  where  your  ^ 
next  office  will  open  up.  You 
don't  know  where  your  next 
deal's  going  to  be.  Ybu  don't  „ 
know  where  in  the  world 
ou'll  have  to  be  tomorrow. 
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Whether  you're  staffing  the  ne^ 
office  in  Minsk,  signing  the  cor 
tract  in  Bombay,  or  exploring 
opportunities  in  those  places 
where  the  ink  is  barely  dry  on  t 
trade  agreement,  Lufthansa  ca 
make  you  feel  at  home,  virtuall 
anywhere  in  the  world.  Togeth< 
with  our  partner  airlines,  we  fly 
over  200  cities,  in  90  countries 
six  continents.  So  wherever  yo 
have  to  be  tomorrow,  chances 
we  fly  there  today. 


Lufthansa 


Accrue  or  redeem  miles  in  either  Lufthansa  Miles  &  Moi 
or  United  Mileage  Plus"  when  you  fly  on  Lufthansa  fligh 
or  flights  operated  by  our  global  partner,  United  Airlines  , 
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AMES  C.  COOPER  &  KATHLEEN  MADIGAN 


BE  ECONOMY  IS  HEALTHIER- 
IIT  DON'T  EXPECT  HANDSPRINGS 


U.  S.  ECONOMY 


BIG  BOUNCEBACK  IN 
NDUSTRIAL  OUTPUT 


When  the  Federal  Reserve 
sits  down  on  Sept.  26  to  de- 
where  interest  rates  should  be,  what  will  it  do? 
current  betting  among  economists  is  that  the  Fed 
do  nothing,  leaving  the  federal  funds  rate  on  over- 
it  loans  between  banks  unchanged  at  5K%. 
ut  any  decision  won't  be  easy.  What  the  Fed  must 
de  is  twofold:  How  solidly  is  the  economy  rebound- 
and  how  restrictive  should  policy  be?  So  fai;  the  tea 
es  strongly  suggest  that  the  pickup  is  only  modest 
that  policy  is  overly  restrictive,  given  the  excellent 
,tion  outlook. 

'  so,  a  rate  cut  at  the  upcoming  meeting  cannot  be 
d  out.  And  even  if  the  Fed  stands  pat,  that  doesn't 
n  that  a  future  rate  reduction  is  out  of  the  picture. 
Ith  the  latest  data,  which  show  the  economy  recov- 
g  from  its  first-half  malaise,  support  that  view.  In 
:ust,  strong  car  buying  led  a  gain  in  retail  sales, 
sing  starts  posted  their*  fifth  rise  in  a  row.  Industii- 
roduction  surged  (chart).  And  in  July,  business  in- 
tones grew  at  their  slowest  pace  of  the  year. 

The  mix  of  summer  num- 
bers say  that  the  ongoing  rise 
in  demand  plus  past  cuts  in 
production  have  largely  elimi- 
nated the  inventory  overhang 
that  had  plagued  businesses 
earlier  this  year.  A  more  man- 
ageable level  of  inventories  is 
clearing  the  way  for  further 
gains  in  output  and  jobs,  espe- 
cially in  the  factory  sector. 
Even  so,  the  economy  isn't 
it  to  do  handsprings.  Consumers,  while  stUl  hanging 
here,  will  not  repeat  1994's  yearend  buying  spree, 
ne  reason  is  that  they  are  canying  a  lot  of  new 
t  now  that  is  becoming  harder  to  pay  off.  In  the 
md  quarter,  1.95%  of  consumer  installment  loans 
e  more  than  30  days  overdue.  Delinquencies  have 
n  for  three  consecutive  quarters.  At  the  same  time, 
growth,  while  a  bit  better  in  recent  months,  is 
ver  than  it  was  last  year,  meaning  that  incomes 
rise  with  less  vigor. 

\1  IS  WHY  SPENDING  remains  uneven.  Retail 
iS  rose  0.6%  from  July,  but  excluding  cars,  store 
iipts  did  not  grow  in  either  July  or  August.  And  the 
ernment  revised  overall  July  sales  down, 
n  teiTns  of  gi'oss  domestic  product,  however,  consum- 
spending  will  contribute  to  third-quarter  growth. 


ALL  INDUSTRY 


)NTHLY  PERCENT  CHANGE 
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Because  outlays  began  the  quarter  on  such  a  high  lev- 
el, reflecting  strong  increases  at  the  close  of  the  second 
quarter,  real  consumer  spending  appeal's  to  be  rising  at 
an  annual  rate  of  2.5%  to  3%-  this  quarter.  But  that's 
neither  brawny  nor  broad. 

Moreover,  households  seem  a  little  more  cautious. 
The  University  of  Michigan's  preliminaiy  index  of  con- 
sumer sentiment  dropped  more  than  seven  points  in 
early  August,  to  88.9,  the  lowest  reading  since  De- 
cember, 1993.  Eai'ly  readings  on  September  buying, 
based  on  the  retailer  survey  by  the  Johnson  Redbook 
Service,  suggest  only  moderate  retail  activity. 

The  housing  rebound  needs  to  be  kept  in  perspec- 
tive as  well.  Starts  edged  higher  in  August,  to  an 
annual  rate  of  1.40  million  from  1.39  million  in  July 
(chart).  As  lower  interest  rates  cleared  out  some  of 
the  inventory  of  unsold  homes,  starts  have  risen  13% 
since  hitting  their  recent  bottom  in  March,  but  home- 
building  remains  below  its  year-ago  level. 

Regionally,  housing  starts 
since  March  are  up  in  the  SINGLE-FAMILY  HOMES 
Midwest  and  the  West.  The  LEAD  THE  REBOUND 
South,  which  accounts  for  46% 
of  all  starts,  contributed  near- 
ly 60%  of  this  year's  rebound. 
Starts  in  the  Northeast  are 
below  their  March  level. 

In  addition,  the  increase  in 
new  mortgage  applications  to     "  'm. aug.  '95 
buy  a  home  topped  out  in     amiluons,  annual  rate 
mid-July,  and  have  been  falling 

since  then.  All  this  means  that  housing  will  be  an  asset 
for  the  economy  going  foi-ward,  but  the  gain  will  be 
only  a  small  plus. 

Foreign  trade,  however,  remains  a  minus.  The  July 
trade  deficit  widened  fuither  to  $11.5  billion,  from  $11.3 
billion  in  June.  Imports  fell  1.7%,  but  exports  dropped 
2.3%.  The  trade  gap  began  the  third  quarter  wider 
than  its  second-quarter  reading. 

ONE  AREA  THE  FED  will  pay  special  attention  to  is 
manufacturing.  Some  of  Chairman  Alan  Greenspan's 
favorite  indicators  relate  to  the  factory  sector,  because 
they  often  for-eshadow  tui'ns  in  the  broader  economy. 

In  that  I'egard,  the  1.1%  jump  in  industrial  production 
in  August  is  key.  Although  special  factors,  including  a 
4.9%  weather-related  surge  in  utility  output  and  a  6.4%' 
bounce  in  auto  and  truck  production,  exaggerated  the 
overall  advance,  the  gain  was  sturdy  and  broadly  based. 

Output  in  manufacturing  alone  rose  1%.  Even  with- 


^     SINGLE-FAMILY  V^^^ 
HOUSING  STARTS 
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out  the  automobile  sector,  factory  production  increased 
an  impressive  0.7%,  led  by  gains  in  business  equip- 
ment and  consumer  durables  businesses.  In  the  six 
months  prior  to  August,  factory  output  had  either  fal- 
len or  not  gi'own  at  all. 

Still,  August's  strong  output  gain  does  not  look  sus- 
tainable. First  of  all,  current  modest  demand  growth 
will  not  support  any  more  increases  that  large.  Second, 
now  that  manufacturers  have  worked  to  get  their  in- 
ventories lower,  they  will  be  cautious  about  adding 
goods  in  coming  months.  Inventories  held  by  factories, 
wholesalers,  and  retailers  rose  only  0.3%  in  July.  They 
had  risen  an  average  of  0.6%  per  month  in  the  second 
quarter  and  1%  per  month  in  the  first  quarter. 

The  inventory  correction, 
while  winding  down,  is  not  fin- 
ished, however.  In  particular, 
car  output  seems  to  be  mn- 
ning  somewhat  ahead  of  de- 
mand, and  retailers  may  still 
be  in  the  process  of  clearing 
out  stockrooms.  Their  inven- 
tories fell  0.7%  in  July  If  the 
sales  jump  kept  August  inven- 
tories flat,  the  ratio  of  retail 
sales  to  inventories  likely 
slipped  to  1.51,  consistent  with  the  average  of  this  ex- 
pansion (chart). 


FRANCE 


RETAILERS  WRESTLE 
DOWN  INVENTORIES 


■  AUG.  '94  AUG.  '95* 

•AUG  ESTIMATE  FOR  INVENTORIES 
DATA:  COMMERCE  DEPT  ,  BUSINESS  WEEK 


However,  with  consumer  demand  for  goods  ex})e(: 
to  grow  slower  than  its  3.5%  annual  pace  so  faiii 
this  upturn,  stores  may  want  to  start  trimming  theuh 
ventories  just  a  bit  more.  Slower  inventory  growtlir 
the  third  quarter  promises  to  be  a  substantial  di 
on  GDP  growth. 
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IN  THE  FACE  OF  what  is  most  likely  to  be  only  n'' 
erate  economic  growth  heading  into  1996,  the  degre 
restrictiveness  of  Fed  policy  becomes  important.  By 
Fed's  own  measui'e  of  real  interest  rates,  poKcy  appt 
to  be  fairly  tight  right  now. 

With  the  federal  funds  rate  at  5K%,  and  with  infla] 
expected  to  remain  at  less  than  3%,  the  real  ful 
rate  is  now  a  shade  over  2K%.  That  level  is  more  ti: 
one  percentage  point  above  the  real  funds  rate's  lot 
term  average  of  1)^4%,  which  is  considered  a  neuB 
stance  for  policy.  Above  that  level,  policy  is  often  e 
garded  as  restrictive;  below  that  rate,  it  is  accommcs 
tive.  The  Fed  has  to  decide  if  that  level  of  rest 
tiveness  is  warranted. 

Moreover,  monetaiy  policy  cannot  ignore  fiscal  po 
The  Fed  will  probably  want  to  wait  and  see  how  m 
near-term  deficit  reduction  is  contained  in  the  1.: 
federal  budget  before  sanctioning  another  drop  in  rae 
But  if  the  budget  cuts  look  credible — and  if  the  ec< 
my  is  no  peppier  than  it  is  now — look  for  lower  n.- 
by  yearend.  || 


THE  DEFICIT  WILL  BE  TOUGH  TO  TACKLE 


French  Prime  Minister  Alain 
Juppe  has  a  tough  task:  to 
convince  financial  markets  that 
the  1996  budget  he  announced  on 
Sept.  20  will  trim  the  central-gov- 
ernment deficit  from  a  1995  target 
of  322  billion  francs 
($63  billion)  to  290  bil- 
lion francs,  and  that 
the  social  security  gap 
will  fall  by  30  billion 
francs. 

So  far,  the  markets 
aren't  buying  it.  The 
government  is  already 
overmnning  its  '95 
target  by  20  billion 
francs,  making  the  '96  " 
target  that  much  harder  to  reach. 
Plans  to  tackle  the  social  security 
deficit  are  still  fuzzy.  And  the 
economy  is  weakening,  so  the  gov 
emment's  annual  growth  projec- 
tions of  2.9%  this  year  and  2.8% 


A  NEW  ROUND 
OF  WEAKNESS 


I FRENCH 
REAL  GDP 
117 
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A  QUARTERLY  PERCENT  CHANGE 
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next  year  look  unattainable.  As  a 
result,  investors  are  demanding  an 
ever-widening  premium  to  own 
French  bonds.  The  yield  on  10- 
year  goveiTiment  bonds  on  Sept. 
20  was  82  basis  points  greater 

than  10-year  Geraian 
bonds. 

Real  GDP  in  the  sec- 
ond quarter  rose  at  a 
quarterly  rate  of  0.4%  , 
down  from  0.7%  in 
the  fii'st  quarter  and 
0.9%  in  the  fourth. 
Exports  have  slowed 
sharply,  the  result  of 
weaker  growth  in 
"'^^^  France's  ti'ading  part- 

ners— notably  Biitain  and  Germa- 
ny. But  domestic  demand  is  not 
taking  over  as  the  economy's 
gi'owth  leader,  as  had  been  hoped. 

More  softness  is  likely.  Consum- 
er spending,  which  surged  last 


quarter  amid  a  rush  to  cash  in  o 
government  sales  incentives  for 
cars,  is  flagging  in  the  third  quai 
ter,  especially  car  buying.  And  tl 
Aug.  1  value-added  tax  rate  hike 
will  hurt  spending  generally. 

Business  investment,  a  key 
contributor  to  gi-owth,  fell  in  the 
second  quarter,  suggesting  that 
companies  are  cutting  their  capi- 
tal-spending plans.  Government 
demand,  which  in  the  second 
quarter  posted  the  largest  in- 
crease in  nearly  three  years,  wil 
fall  off  sharply  if  Paris  intends  t( 
hold  the  growth  in  1996  outlays 
1.8%,  less  than  the  projected  2.2 
rate  of  inflation. 

Analysts  believe  that  the  amb: 
tious  1996  budget  is  at  least  a 
step  in  the  right  direction.  And 
with  lower  German  interest  rate 
likely,  the  Bank  of  France  has  th 
leeway  to  cut  rates  further. 
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Keep  yowr  Windows  95 


software  in  one  of  our 

beautiful, 


custom- 
desiened 


DIGITAL  INTRODUCES 
A  FULL  LINE  OF  COMPUTERS 
OPTIMIZED  FOR  WINDOWS' 95. 

Yes,  our  FCs  and  notebooks  are  beaun- 

flil.  But  perhaps  phenomenal  is  a  better 

way  to  describe  some  of  the  industry's 

most  robust  platforms  for  Windows'  95. 

Take  the  new  Celebris^^'  GL.  For  the 

advanced  productivity  business  user,  it 

sports  EDO  memory,  pipeline  burst 

cache  and  PCI  bus 

Kf*^l  jgj      master  E  IDE 

Network-ready  with 

[lUm      iiueiirated  Ethernet 


and  DM  I.  it  also  has  integrated  3D. 
64-bit  graphics  with  WRAM.  audio 
and  CD  ROM.  And  Windows'  95 
makes  all  of  these  powerful  features 
easy  to  use. 

The  alliance  between  Digital 
aid  Microsoft  isift  new;  its  been  goins 
strong  tor  ten  years.  Now.  with  45(  • 
field  locations  worldwide,  and  over 
5.(11)0  Microsoft-trained  professionals. 
Digital  is  a  key  Microsoft  Authorized 
Support  Center  and  the  only  major 
PC  vendor  to  be  a  Windows'  95 


Outsource  Partner.  You  can  make  a 
case  for  the  benefits  of  such  an  alliance. 
\W\'e  made  several. 

Call  l-8(in-DIGITAL  for  your 
nearest  reseller,  or  visit  our  Web  Site  at 
www.pc.digital.com. 
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News:  Analysis  &  Commentary 


CONQUER? 


II 


Forget  synergy. 
Deregulation 
means  it's  time  for 
AT&T  to  break  up 

For  100  years,  AT&T  believed  in  one 
thing  above  all:  That  bigger  is  bet- 
ter. It  spent  decades  buying  up  lo- 
cal phone  companies  to  create  the 
Bell  System  and  then  fought  off  vaii- 
ous  government  efforts  to  break  up  its 
monopoly.  Even  when  Ma  Bell  was  final- 
ly dismantled  in  1984,  at&t  hung  on  to 
its  equipment-manufacturing  business — 
despite  initial  opposition  from  the  Justice 
Dept.  Post-breakup,  the  company  contin- 
ued its  buying  spree.  Under  Chief  Exec- 
utive Robert  E.  Allen,  who  took  over  in 
1988,  the  company  jnilled  off  two  of  the 
biggest  deals  in  high-tech  history — pay- 
ing $7.4  billion  for  computer  maker  NCR 
Corp.  in  1991  and  $12.6  billion  for  cellu- 
lar-phone opei-ator  McCaw  Cellular  Com- 
munications Inc.  in  1994. 


Then,  early  this  year,  Allen  changed 
his  mind.  With  no  signs  that  the  mas- 
sive combination  of  technology  assets 
would  pay  off — and  with  at&t's  stock 
stuck  in  the  doldiums — Allen  concluded 
that  big  isn't  necessarily  good  after  all, 
synergy  is  dead,  and  the  concept  of  con- 
verging communications  and  computer 
markets,  which  drove  the  NCR  deal,  is 
an  illusion. 

Now,  in  an  effort  to  untangle  itself, 
AT&T  is  engineering  one  of  the  biggest 
voluntary  restructurings  in  corporate 
history.  "We  reached  a  time  when  the 
advantage  of  integration  was  out- 
weighed by  the  disadvantage  of  com- 
plexity," says  Allen. 
"GUTSY  MOVE."  To  recover,  Allen  has 
moved  quickly.  In  April,  he  and  John 
D.  Zeglis,  general  counsel,  and  Chief 
Financial  Officer  Richard  W.  Miller  met 
with  investment  bankers  at  Morgan 
Stanley  &  Co.  and  outside  lawyers  to 
develop  the  breakup.  The  proposal  was 
presented  to  the  board  and  senioi'  exec- 
utives in  early  September  during  an  an- 
nual three-day  getaway  at  the  Greenbri- 
ar  resort  in  West  Virginia.  Allen  says 
directors  agreed  to  go  along  with  his 
plan  after  he  promised  that  he  would 


SPLITSVILLE:  Allen  /.s  getting  kudoti' 
for  his  decision  to  restructure 


il.  sa 


stay  on  as  ceo  of  the  largest  remain! 
unit  through  the  transition. 

On  Sept.  20,  the  company  announc  j.j 
the  breakup.  The  sui"viving  at&t  will 
elude  the  core  $53  billion  long-distar 
and  cellular-phone  businesses.  The  Ni 
work  Systems  Div. — the  fomier  We; 
em  Electric,  which  makes  the  svritchiljji,, 
equipment  used  by  local-  and  long-d 
tance  companies — will  be  spun  out 
shareholders.  Allen  says  AT&T  may  i 
15%  in  a  public  offering  as  early  as  t  t 
fii'st  quarter  of  1996.  Global  Infonnati 
Solutions,  the  loss-plagued  fonner  N( 
also  will  be  spun  off  to  shareholde: 
"Tliis  is  certainly  a  veiy  strong  and  gi 
sy  move  on  Allen's  part,"  says  John 
Haigh,  a  vice-president  with  Boston  cc 
suiting  fir-m  Mercer  Management 

Indeed,  Allen,  60,  is  being  hailed 
the  conquering  hero  for  his  very  pub 
about-face.  AT&T  shar-es  took  off  immet  ||^,|^^' 
ately  on  the  news  and  soar-ed  by  neai 
6X  to  close  at  63>j.  In  a  matter-  of  hou] 
that  added  nearly  $11  biUion  in  value 
the  company's  market  capitalization 
more  than  enough  to  make  up  for  t 


Jt  to 


The  move  created  more  stockholder  value  in  a  single  ( 
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To  be  more  competitive  in  a  deregulated  phone  business — and  to 
boost  its  stocl<  price— AT&T  will  split  into  three  separate  entities: 


1996  REVENUES 


$53.3 

BILLION 


AT4T  SERVICES  The  big  enchilada.  AT&T  holds  a  com- 
manding 60%  of  the  U.S.  long-distance  business,  the 
former  McCaw  Cellular  owns  the  largest  U.S.  cellular 
network,  and  its  global  expansion  makes  it  the  largest 
international  phone  company  in  the  world.  Now,  the 
unit  is  poised  to  enter  local  service — with  the  best-known  brand  name 
in  the  business.  The  company  would  have  to  work  very  hard  to  turn 
this  business  into  a  dog. 

ffl^  AT&T  METWORK  EQUIPMENT  The  second  largest 

telecom  equipment  maker  in  the  world, 
5*  with  hefty  40%  operating  margins.  But 
1^       deregulation  in  the  U.S.  will  pit  AT&T 

against  the  Baby  Bells  and  GTE  in  long- 
and  local  calling.  By  spinning  equipment  into  a 
company,  AT&T  stands  a  better  chance  of  keep- 
ing its  important  customers. 


1996  REVENUES 


$8.3 

BILLION 


AT&T  BLOBAL  INFORMATION  SYSTEMS  The  problem 
child.  AT&T  bought  the  former  NCR  for  $7.4  bil- 
ion  four  years  ago,  then  watched  it  sink.  The 
unit  has  lost  $3  billion  since  the  merger  and  is 
now  dropping  out  of  the  personal-computer  busi 
Jl  ness.  It  also  is  in  for  a  major  downsizing— 8,500  of  43,000  jobs 
will  be  eliminated.  One  potential  bright  spot:  The  innovative 
data-warehousing  technology  NCR  bought  from  Teradata. 

•Estimate  DATA.  LEHMAN  BROTHERS 


purchase  of  NCR  and 
ensuing  losses.  "It  allows  AT&T  to 
ist  for  its  NCR  acquisition,  which  has 
turned  out  quite  as  originally  envi- 
ed," says  a  senior  oliBcial  at  Teachers 
U'ance  &  Annuity  Association-Col- 
Retirement  Equities  Fund,  one  of 
r's  largest  shareholders.  "Now,  AT&T 
lagement  can  concentrate  its  ener- 
predominantly  on  global  telecommu- 
tions — their  area  of  gi'eatest  exper- 
and  potential." 

Jlen  has  more  in  mind  than  refocus- 
management,  though.  More  than 
thing  else,  at&t's  new  stioictui'e  is 
,nt  to  capitalize  on  the  soon-to-be- 
5gulated  U.  S.  telecommunications 
ket.  Congress  is  poised  to  pass  a 
that  will  allow  local  phone  compa- 
,  long-distance  carriers,  and  cable-TV 
riders  into  each  other's  business.  Not 
r  will  Allen  face  the  seven  well- 
led  Baby  Bell  regional  phone  giants 
he  long-distance  business,  but  he 
risks  losing  them  as  customers  for 
r  equipment  sales.  The  Bells  now 
)unt  for  some  40%  of  the  $23  bilhon 
iwitches,  cable,  and  other  network 
ipment  that  at&t  sells, 
iut  the  local  phone  companies,  al- 


ready leery  of  throwing  this  lucrative 
business  to  at&t,  are  loath  to  continue 
buying  from  the  company  once  they 
move  into  long-distance  and  at&t  edges 
into  local  calling.  "There  has  always 
been  a  cloud  in  dealing  with  at&t,"  says 
Robert  L.  Barada,  Pacific  Telesis 
Group's  strategy  head.  "It  makes  you 
stop  and  think  when  you  buy  one  of 
their  [fiber-optic  cable  rings],  because 
you  know  they're  installing  the  same 
fiber  ring  in  our  territory  to  compete 
with  us.  This  will  take  part  of  that 
cloud  away." 

TAG  TEAM.  Allen  concedes  that  there 
was  a  looming  problem  with  the  Bells. 
"These  feai"s  and  concerns  were  in  part 
generated  by  emotions,  and  they've  ex- 
isted ever  since  the  breakup,  but  re- 
cently they  have  started  affecting  our 
business,"  he  says.  How  much?  Ana- 
lysts figure  that  at&t  is  losing  some  $3 
billion  in  orders  each  year  as  a  result  of 
that  fear.  Now,  Allen  says,  the  equip- 
ment sales  force  is  unleashed.  "As  wild 
as  it  might  seem,  mci  might  buy  equip- 
ment fi'om  something  that  once  was  the 
AT&T  equipment  company,"  he  says. 

The  breakup  could  also  let  at&t  move 
more  effectively  into  new  markets  such 


as  information  networks. 
"The  unbundling  is  going  to 
make  their  strategy  on 
things  hke  the  Internet  bet- 
ter, not  worse,  because  now 
they  could  buy  from,  say, 
Sun  instead  of  NCR,"  says 
Howard  Anderson,  pi'esident 
of  the  Yankee  Group,  a  con- 
sulting fiiTn.  Competitors  like 
that  idea:  "Hopefully,  at&t 
Communications  will  eventu- 
ally become  a  good  custom- 
er," says  Northern  Telecom 
Chief  Operating  Officer  John 
A.  Roth.  Allen  says  that 
AT&T,  the  long-distance  com- 
pany, will  continue  to  part- 
ner with  AT&T,  the  equip- 
ment company.  The  two,  he 
says,  have  already  agreed 
to  pursue  the  huge  Chinese 
market  together 

Another  major  benefit, 
says  Allen:  uncovering  the 
"buried"  value  of  hot-gTowth 
businesses  such  as  cellular 
calling  in  a  stock  that  has 
been  dragged  down  by  the 
money-losing  computer  busi- 
ness. "Without  CIS  dragging 
the  stock  down,  the  full  val- 
ue of  wii-eless  can  be  better  reflected  in 
the  stock  price,"  says  a  McCaw  spokes- 
man. Robert  B.  Morris  III,  a  Goldman, 
Sachs  &  Co.  analyst,  calculates  that 
the  values  of  the  three  separate  compa- 
nies, gauged  by  the  multiples  of  com- 
parable companies — would  produce  a 
combined  share  price  in  the  $64-to-$76 
range. 

For  rivals,  at&t's  breakup  means 
years  of  rethinking  strategy.  Suddenly, 
they  no  longer  face  a  sclerotic,  con- 
fused mass  of  conflicting  businesses. 
Instead,  they  must  deal  with  a  highly 
focused  and  enormously  powerful  rival 
in  every  telecommunications  market. 
"I'm  more  fearful  for  ourselves  and  the 
traditional  telephone-service  providers 
than  ever,"  says  Pactel's  Barada. 
"You're  talking  about  a  company  that 
will  be  totally  focused  on  communica- 
tion services  without  the  distractions  of 
the  equipment  business  or  NCR.  They're 
going  to  really  be  coming  at  us  to  eat 
our  lunch  if  they  get  a  chance."  That's 
the  idea. 

By  Catherine  Arnst,  with  Leah 
Nathans  Spiro,  in  New  York,  Peter 
Burrows  in  San  Francisco,  and  bu- 
reau reports 


1  AT&T's  computer  division  lost  in  the  past  10  years 
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LEGAL  BATTLES 


THE  STORY  BEHIND 

THE  BANKERS  TRUST  STORY 

How  an  investigative  piece  set  off  a  classic  battle  over  First  Amendment  rights 


On  the  evening  of  Sept.  13,  just 
tlu-ee  houi-s  before  business  week 
closed  its  issue  dated  Sept.  25,  the 
fax  machine  on  the  48th  floor  of 
the  magazine's  publisher.  The  McGraw- 
Hill  Companies,  began  to  hum.  McGraw- 
Hill  General  Counsel  Kenneth  M.  Vittor 
was  finishing  a  routine  prepublication  le- 
gal review  of  an  investigative  article 
about  litigation  between  Pi-octer  &  Gam- 
ble Co.  and  Bankers  Ti'ust  Co.  What 
emerged  fi'om  the  macliine  at  6  p.m.  di-a- 
matically  altered  the  course  of  the 
evening.  It  was  not  just  a  coiul  order 
prohibiting  business  week  from  publish- 
ing infonnation  in  the  article — it  was  an 
order  that  would  set  off  a  scramble  with- 
in McGraw-Hill  and  at  media  organiza- 
tions across  the  U.  S.  and  set  the  stage 
for  a  test  of  First  Amendment  rights. 

The  issue:  The  warring  companies 
seemed  to  have  persuaded  a  federal 
judge  to  issue  a  "prior  restraint"  of  the 
piece.  Bankers  Tr'ust  has  argued  that 
infomiation  in  the  stoiy  was  taken  from 
sealed  court  records  obtained  by  busi- 
ness week  and  that  it  would  suffer  "ir- 
reparable haiTTi"  if  the  infonnation  be- 


A  Journey  to  the 
Supreme  Court 


SEPTEMBER  13 


came  public.  McGraw-Hill,  which  wasn't 
given  a  chance  to  argue  its  side  before 
the  order  was  issued,  immediately  cast 
the  decision  as  a  blatant  violation  of  its 
constitutional  rights  under  the  First 
Amendment. 

After  reading  the  fax,  Vittor,  who  was 
warned  that  he  would  be  personally  held 
in  contempt  if  business  week  violated 
the  order,  mobilized  a  team  of  lawyei-s  in 
Cincinnati,  where  the  companies'  dis- 
pute is  unfolding.  Within  an  hoiu',  they 
attempted  to  contact  U.  S.  District  Court 
Judge  John  Feikens,  who  had  signed 
the  order.  Unable  to  locate  him,  the  law- 
yers called  Judge  Danny  J.  Boggs  of 
the  Court  of  Appeals  for  the  Sixth  Cir- 
cuit at  his  home  in  Louisville.  With  the 
magazine's  deadline  fast  approaching, 
business  week's  counsel  implored  the 
judge  to  vacate  the  lowei"  couit's  order. 
But  Boggs  dechned  to  take  action. 
CHILL  FACTOR.  His  "no"  was  an  extraor- 
dinary blow  to  the  magazine.  For  the 
fii'st  time  in  its  66-yeai'  histoiy,  business 
week  was  forced  by  the  government  to 
pull  a  story  ft-om  its  publication.  "If  this 
order  stands,  for  no  compelling  reason. 


r 


it  reverses  at  least  25  years  of  pre  ^"^^ 
dent  governing  prior  restraint,"  s; 
Stephen  B.  Shepard,  business  we 
editor-in-chief.  "It's  really  censorship 

The  courts'  actions  also  set  in 
tion  a  legal  drama  that  eventua 
reached  all  the  way  to  the  Supre^srti' 
Court  and  could  reshape  First  Ame: 
ment  law.  At  issue:  freedom  of  the  pn 
vs.  the  sanctity  of  the  court  syste 
business  week  maintains  that  if 
and  Bankers  Tiust  prevail,  the  ability 
the  media  to  gather  and  pubUsh  sen 
tive  infonnation  could  be  curtailed.  W 
that  argument  in  hand,  McGraw-Hill 
Sept.  14  filed  an  emergency  requt 
with  the  Sixth  Circuit  appellate  coi 
seeking  relief  from  what  it  believed  wBrjtioi 
a  classic  case  of  unconstitutional  pri  spn 
restraint.  "The  image  of  judges  issui:  tet 


pnor  restraints  out  of  their  chambe 
with  fax  machines,  without  prior  noti 
to  the  media,  is  deeply  troubling  from 
First  Amendment  perspective,"  sa 
Vittor  McGraw-Hill  has  received  of 
cial  support  for  its  position  from  maj 
media  oi'ganizations,  including  The  Ne 
York  Times,  Time  Warner,  Dow  Jone 


BusinessWeek 


5  p.m.:  BUSINESS 

WEEK  editors  finalize 
an  investigative  arti- 
cle about  a  legal 
battle  between 
Bankers  Trust  and 
Procter  &  Gamble. 
The  battle  concerns 
losses  suffered  by 
p&G  in  derivatives 
transactions.  Information  in  the  story  was 
derived  from  sealed  court  documents  le- 
gally obtained  by  the  magazine. 


5:45  p.m.:  Federal 
judge  John  Feikens, 
who  is  overseeing 
the  Bankers 
Trust/p&G  litiga- 
tion, signs  an  or- 
der prohibiting  the 
magazine  from  pub- 
lishing any  information 
taken  from  the  sealed  documents. 
6  p.m.:  Feikens'  order  is  faxed  to 

BUSINESS  WEEK. 

8  p.m.:  McGraw-Hill  lawyers,  unable  to 
locate  Feikens,  ask  an  appellate  court 
judge  to  lift  the  order,  arguing  that  it  is 
an  unconstitutional  violation  of  the  First 
Amendment. 

9  p.m.:  The  judge  declines  to  take  ac- 
tion. Facing  an  imminent  publishing 
deadline,  business  week  is  forced  to  pull 
the  article  from  the  magazine. 


itim 
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SEPTEMBER  14  SEF 


McGraw-Hill  files  an  appeal  of  Feik 
order.  It  also  files  two  emergency  m 
with  the  U.S.  Court  of  Appeals  for  t 
Sixth  Circuit  (above),  one  seeking  tc 
Feikens'  order  and  another  asking  fs 
expedited  appeal  of  the  matter. 


58  BUSINESS  WEEK  /  OCTOBER  2,  1995 


Case 


CI*-* 


Bloomberg,  abc 
News,  Newsweek,  and  News 
rica  Publishing. 

5urt  orders  barring  the  publication 
!ws  articles  have  been  issued  in  the 
by  lower  couits.  Usually,  they  dealt 

national  security,  ti-ade  secrets,  a 
;  to  a  fair  trial,  or  the  identity  of 

victims.  But  the  U.  S.  Supreme 
1  has  never  sustained  such  an  or- 
In  its  appeals,  McGraw-Hill  cited 
ral  such  instances,  including  the 

Pentagon  Papers  case  against  The 
^s.  BUSINESS  week's  case  focuses  on 
spute  between  two  pubhcly  ovmed 
orations — not  on  the  location  of 
3s  going  to  war.  "There's  no  nation- 
terest  here,  just  commercial  issues," 

Victor  A.  Kovner,  a  First  Amend- 
t  lawyer  representing  business 
K.  Still,  says  Shepard,  the  maga- 
never  considered  ignoiing  the  order, 
're  not  above  the  law,"  he  says. 
he  crux  of  Bankers  Trust's  position: 
:)urt  must  be  able  to  enforce  its 

orders.  The  bank,  which  is  being 


PRIVATE?  U  BUSINESS 
WEEK  has  no  conceiv- 
able right  to  possess- 
or even  view-the 
materials,  much  less 
to  publish  them 

—  BANKERS  TRUST 

sued  by  P&G  for  $195.5  million  in  dam- 
ages relating  to  derivatives  transac- 
tions, contends  that  preserving  the 
court's  power  outweighs  First  Amend- 
ment argiuTients. 

PROMISE  OF  PRIVACY.  As  is  the  case  in 
many  legal  battles,  much  of  the  fight 
between  Bankers  Ti-ust  and  p&g  had 
been  kept  under  wraps  since  January, 
1995,  when  a  court  order  sealed  all  dis- 
covery material  designated  by  either 
party  as  confidential.  And  even  though 
P&G  on  Sept.  1  filed  a  public  motion  in 
U.  S.  District  Court  seeking  to  add 
racketeering  charges  to  its  earlier  alle- 
gations, documents  filed  to  support  that 
motion  were  sealed,  "business  week 
has  no  conceivable  right  to  possess — or 
even  to  view — the  materials,  much  less 
to  pubhsh  them,"  Bankers  Ti-ust  told 
the  appellate  court.  The  bank  states 
that  "tens  of  thousands  of  sensitive 
internal  documents"  were  exchanged 
between  the  parties  based  on  the  pi'om- 
ise  that  they  would  be  kept  private.  To 
allow  business  week  to  now  use  those 


materials  in  an  article,  the  bank  ar- 
gues, would  undermine  the  power  of 
the  courts  to  control  their  own  pro- 
ceedings. "The  public  interest  in  the 
smooth  and  effective  working  of  dis- 
covery and  in  the  enforcement  of 
court  orders  will  be  irreparably 
harmed  if  business  week  is  permit- 
ted to  fiout  the  district  court's  pro- 
tective order,"  the  bank  told  the 
couil  in  its  brief.  The  magazine  says 
its  reporter  obtained  the  document 
legally  and  did  not  know  it  was  un- 
der seal. 

P&G,  which  supported  Feikens'  re- 
straining order,  has  taken  a  back- 
seat in  the  current  brawl.  "This  is  not 
our  fight,"  says  a  company  spokesman. 
"The  materials  at  issue  are  not  p&g's, 
they  are  Bankers  Ti-ust's."  The  spokes- 
man adds  that  the  company  supported 
Feikens'  action  "to  preserve  the  integ- 
rity of  the  court's  protective  order." 

After  a  nearly  round-the-clock  vigil  at 
the  Cincinnati  courthouse  by  McGraw- 
Hill  lawyers,  a  three-judge  panel  of  the 
appellate  court  on  Sept.  15  was  named 
to  heai-  the  case  on  Sept.  18.  Meanwhile, 
access  to  information  about  the  case 
suddenly  dried  up.  Of  the  thousands  of 
public  clocuments  filed  in  the  Bankers 
Trust-P&G  case,  not  one  page  could  be 
obtained  by  reporters.  Even  innocuous 
public  records,  such  as  the  couil  docket, 
were  unavailable.  "We're  not  supposed 
to  give  it  out,"  a  clerk  told  business 
WEEK  Cleveland  Bureau  Chief  Zachary 
Schiller  on  Sept.  15. 

McGraw-Hill  hoped  it  would  win  the 
gi'een  fight  it  needed  to  publish  its  con- 
troversial story  on  Monday,  the  day  of 
the  hearing.  But  the  appellate  court 


SEPTEMBER  15 


dge  appellate  court  panel  is 
hear  McGraw-Hill's  motion  on 
Bankers  Trust  urges  the  court 
Feikens'  order,  contending  that 
"irreparably  harmed"  if  the  con- 
nformation  is  publicly  disclosed. 


SEPTEMBER  18 


Numerous  media  organizations,  including 
The  New  York  Times,  Dow  Jones,  Bloom- 
berg, and  the  Magazine  Publishers  of 
America  file  amicus  briefs  with  the  appel- 
late court,  supporting  business  week's 
First  Amendment  arguments.  Bankers 
Trust  asks  the  district  court 
to  issue  a  permanent  injunc- 
tion against  McGraw-Hill. 
The  three  appellate  judges 
hold  a  50-minute  hearing. 
Most  of  the  session  is  spent 
on  concerns  relating  to  juris- 
dictional issues,  not  on  the 
merits  of  the  case. 

FEDERAL  JUDGE  FEIKENS: 

His  restrainiyig  order  gal- 
vanized a  Who's  Who  of  the 
media  biz 


SEPTEMBER  19 


The  Sixth  Circuit  dis- 
misses the  appeal  on 
jurisdictional  grounds, 
noting  that  it  should 
go  back  to  Feikens. 
McGraw-Hill  files  an 
appeal  with  Supreme 
Court  Justice  John 
Paul  Stevens  Jr.  (left), 
who  is  assigned  to 
matters  originating  in 
the  Sixth  Circuit.  Feikens  sets  a  hearing  of 
his  own  on  Sept.  21  at  9  a.m. 


SEPTEMBER  20 


As  BUSINESS  WEEK  goes  to  prsss,  Justice 
Stevens  has  not  ruled  on  McGraw-Hill's 
appeal.  McGraw-Hill's  lawyers  continue 
to  press  their  case. 
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judges — Robert  Krupansky,  Alan  Nor- 
ris,  and  Richard  Suhrheinrich— asked 
50  minutes  of  unrelenting  questions  fo- 
cused less  on  the  substantive  legal  is- 
sues at  stake  than  on  jurisdiction.  Why, 
they  asked,  had  neither  party  gone 
back  to  Feikens  to  argue  the  case? 
"Because  of  the  time  constraints,  the 
rules  of  evidence  and  practice  and  pro- 
cedure be  damned,"  blasted  Krupan- 


sky. The  next  morning,  the  panel  unan- 
imously dismissed  the  appeal,  sending 
it  back  to  the  district  court  and  keep- 
ing in  place  Feikens'  ban. 

On  Sept.  19,  McGraw-Hill  upped  the 
ante.  The  company  filed  an  appeal  with 
Supreme  Court  Justice  John  Paul  Ste- 
vens, the  judge  assigned  to  hear  ap- 
peals of  cases  originating  in  the  Sixth 
Circuit.  "There  is  quite  Uter'ally  no  sup- 


port in  this  case  for  the  proposition 
the  prior  restraint  test  has  been 
McGraw-Hill  told  the  high  court. 

As  BUSINESS  WEEK  went  to  pr 
Stevens  had  not  mled  on  McGraw-t 
appeal.  The  scramble  continued. 

By  Linda  Himelstein  in  New  E 
with  Zachary  Schiller  and  Step 
Baker  in  Cincinnati,  and  bur 
reports 


COMMENTARY 


By  Catherine  Yang 


A  DISTURBING  TREND  TOWARD  SECRECY 


Ivto 


The  trend  toward  secrecy  in  liti- 
gation is  becoming  all  too  rou- 
tine. One  recent  example:  On 
Sept.  8,  General  Motors  Corp.  set- 
tled four  cases,  at  a  U.  S.  court  in 
Oklahoma  City,  about  crashes  in- 
volving its  pickup  trucks.  But  gm 
and  the  alleged  victims  agreed  to 
keep  the  deals  confidential.  While 
GM  declined  to  comment,  plaintiffs' 
attorneys  say  the  company  can 
count  on  secrecy  to  contain  poten- 
tial payouts  in  50  similar  pend- 
ing cases. 

Companies  such  as  gm  of 
ten  prefer  to  keep  their  lit- 
igation under  wraps.  And 
judges  can  make  it 
easy — agi'eeing  to  re- 
quests to  keep  confiden- 
tial everything  from  po- 
tentially damning 
evidence  to  sealed  court 
filings — which  is  what's  at 
issue  in  the  dispute  involv- 
ing BUSINESS  WEEK,  Bankers 
Tnast,  and  Procter  &  Gamble 
While  legal  experts  say  there  are 
no  hard  numbei"s  measuring  the 
trend,  anecdotal  evidence  suggests 
that  hushed  settlements  and  protec- 
tive orders  for  ongoing  litigation  are 
commonplace  enough  to  be  troubling. 
A  HIGH  PRICE.  The  use  of  secrecy 
"has  gotten  worse  and  worse,"  says 
Miami  attorney  Richard  J.  Ovelmen, 
who  has  defended  the  right  to  access 
for  The  Miami  Herald.  "It's  an  at- 
tempt by  very  rich  and  powerful  liti- 
gants to  convert  the  public  judicial 
system  into  a  private  dispute  mecha- 
nism." Beifore  the  drift  toward  secre- 
cy gets  out  of  han('  judges,  lavirmak- 
ers,  and  attorneys  need  to  better 
balance  the  conflicting  rights  of  cor- 
porations and  the  public. 

Companies,  of  course,  have  many 


legitimate  reasons  for  wanting  confi- 
dentiality, including  the  protection  of 
privacy  and  trade  secrets.  And  judg- 
es have  great  leeway  to  grant  their 
requests  for  such  "good  cause."  Fur- 
thermore, just  because  companies  of- 
ten choose  to  settle  vrith  complain- 
ants rather  than  fight  costly  legal 
battles,  say  defense  lawyers,  doesn't 
mean  they  must  then  disclose  the  de- 


tails. "If  you  got  sued  for  something 
you  thought  was  totally  unfounded, 
what  business  is  that  of  the  public?" 
asks  Washington  attorney  Alfred  W. 
Cortese,  who  has  worked  for  gm. 

But  in  some  cases,  the  pubhc  pays 
too  high  a  price  for  closed-door  deals. 
For  one  thing,  investors  and  consum- 
ers need  to  know  about  complaints 
against  a  company's  operations  or 
products.  Sealed  deals  can  blot  out 
new  information  about  allegedly 
harmful  products  and  put  consumers 
at  risk.  Confidential  settlements  in 
1985  and  1991  between  Dow  Coming 
Corp.  and  silicone  breast-implant  us- 
ers shielded  documents  showing  that 


the  company  may  have  known  about 
its  product's  potential  problems  as 
early  as  the  mid-1970s,  says  Dan 
Bolton,  the  San  Francisco  attorney 
who  brought  both  of  those  cases. 
Dow  Coming  had  no  comment. 
EXPEDIENCE.  The  press,  too,  shares 
the  need  for  openness  in  its  duty  to 
uncover  corporate  wrongdoing  or 
questionable  government  activities. 
To  perform  its  role,  the  media  shouL 
normally  have  access  to  legal  docu- 
ments that  shed  Ught  on  matters 
that  citizens  in  a  democracy 
have  a  right  to  know  about. 
Yet  there's  strong  mo- 
mentum  toward  secrecy. 
Plaintiffs  often  vrill  agree 
to  a  secret  deal  to  get 
higher  compensation 
from  companies  that 
want  the  whole  mess 
kept  under  lock  and  key. 
Judges  let  these  settle- 
ments go  forward  because 
resolving  cases  helps  clear 
their  overcrowded  dockets. 
"Everyone's  interest  is  satisfied 
except  that  of  the  public,"  says  Ar- 
thur H.  Biyant,  executive  director  of 
Trial  Lavi^ers  for  Public  Justice  in 
Washington. 

Courts,  legislatures,  and  lawyers 
need  to  exercise  more  vigilance 
against  the  secrecy  trend.  Judges 
should  give  greater  weight  to  the 
public  interest  in  decisions  to  grant 
confidentiality  requests,  and  plain- 
tiffs should  stand  up  to  pressures  to 
settle  in  private.  Otherwise,  the 
public  can  be  shortchanged  by  a  ju 
dicial  system  they  pay  for  but  which 
doesn't  always  protect  them. 
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Yayig  reports  on  legal  affairs 
from  BUSINESS  week's  Washington 
bureau. 
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IE  GLOVES  ARE  COMING  OFF 
CHRYSLER 

3me  York  is  preparing  a  full-scale  assault  on  management 

;  head  of  Chrysler 
Dorp.'s  Mexican  opera- 
ions  in  the  early  1980s, 
me  B.  York  would 
•  local  dealerships  alone 
weekends,  looking  for 
ly  built  K-cars.  When 
)und  one,  York  bought 
d  drove  it  back  to  the 
iry  to  show  workers 
-e  they  had  failed, 
hin  24  "hours,  all  5,000 
oyees  in  Mexico  knew," 

says.  "It  sent  shock 
!S  through  the  troops." 
(rk,  57,  spent  14  years 
hrysler  shaking  things 
3  an  aggressive,  whip- 
t  engineer.  By  the  time 
!ft  for  IBM  in  1993,  he 
risen  to  chief  financial 
ir  and  had  built  a  repu- 
n  as  a  driven  loner  and 
mding  cost-cutter,  the 

of  executive  who  en- 
i  keeping  secrets  and 
iging  surprises. 

3w,  as  bilhonaire  inves-  YORK: 
Kjrk  Kerkorian's  new 
-hand  man,  York  is  ready  to  spring 
V  surprises  on  his  former  colleagues 
hirysler  While  he  will  say  little  pub- 
about  his  plans  to  boost  the  value  of 
arian's  13.6%  stake  in  the  cannaker, 

is  readying  a  full-scale  assault  to 
n  within  a  month,  according  to 
?es  familiar  with  his  strategy.  His 
to  join  Chrysler's  boai'd,  oust  hostOe 
:tors,  and  prod  the  auto  maker  to 

as  much  as  $2  biUion  of  its  $6.9 
n  cash  reserve  into  a  stock-buyback 
ram.  Ultimately,  say  associates,  York 


i7ig  Chrysler  Cha  innan  Eaton  s  job? 


has  his  sights  set  on  dethi-oning  Chrysler 
Chairman  Robert  J.  Eaton. 

To  pull  that  off,  York  is  expected  to 
orchestrate  a  chorus  of  criticism  of 
Eaton's  management  style  and  the  com- 
pany's uneven  record  of  vehicle  quaUty. 
If  York  can  undennine  Eaton  with  pow- 
erful institutional  shareholders,  he 
stands  a  better  chance  of  winning  a 
proxy  solicitation  battle  to  accomplish  at 
least  some  of  his  goals.  Says  a  source 
close  to  Kerkorian's  Tr-acinda  Corp.  in- 
vestment fii™,  where  York  was  named 


vice-chair-man  on  Sept.  5:  "The  gloves 
will  come  off"  soon. 

It's  a  long-shot  strategy.  Tossing  out 
Eaton  would  be  a  tough  sell  to  institu- 
tional shareholders:  They  have  been 
wowed  by  Chrysler's  stellar  financial 
and  sales  perfoi'mance  under  Eaton, 
who  succeeded  Lee  A.  lacocca  as  chair- 
man in  1993.  Indeed,  Chrysler  shares 
are  up  more  than  40%  since  April.  Even 
investor  Robert  Day,  the  Trust  Co.  of 
the  West  leader  who  was  a  catalyst  be- 
hind Kerkorian's  fii'st  nan  at  Chi-ysler,  is 
backing  away  from  the  Tracinda  camp. 
Day  recently  sent  Eaton  a  letter  in- 
forming him  that  Tcw  is  no  longer 
ahgned  with  Kerkorian. 

But  after  being  soundly  beaten  in  his 
$20.5  billion  takeover  attempt  last  Apiil, 
Kerkorian  seems  willing  to  fight  long 
odds.  Kerkorian  resents  how  Eaton 
strong-aiTned  banks  into  shimning  Tracin- 
da's  buyout  offer  and  believes  that  Eaton 
misled  him  about  how  Chiysler  would 
respond  to  the  deal.  "What  does  Kirk 
Kerkorian  want?  He  wants  Bob  Eaton 
gone,"  says  one  Wall  Street  analyst. 
HIT  LIST.  To  reach  that  endgame,  Kerko- 
rian and  York  ;u"e  gimning  for  several  in- 
fluential Chiysler  directors.  Their  likely 
tai'gets:  foi-mer  Kmart  Chainnan  Joseph 
E.  Antonini,  fonner  Carter  Cabinet  sec- 
retaiy  Joseph  A.  Califano,  and  reth-ed 
Boeing  Vice-Chairman  Malcolm  T.  Stam- 
per. The  three  infuriated  lacocca, 
Kerkorian's  friend  and  paid  consultant, 
by  forcing  him  to  retire  as  chairman  at 
the  end  of  1992.  The  probable  hit  hst 
also  includes  Chrysler  Vice-Chairman 
Thomas  Denomme,  Eaton's  agent  in 
talks  with  Ti'acinda  last  spring. 

Even  while  Tr-acinda  wrestles  with 
Chrysler's  board,  York  will  be  nagging 
Eaton  to  free  up  cash.  Under  pressure 
from  Kerkorian,  Chrysler  has  already 
doubled  its  dividend,  to  $2  a  share,  since 
late  last  year  and  instituted  $2  billion  in 
stock  buybacks.  Rumors  spread  on  Sept. 
19  that  Chiysler  would  keep  cash  away 
from  Kerkorian  by  buying  Volvo,  but  a 
source  close  to  the  Swedish  cannaker 
says  the  companies  have  only  discussed 


^VS. 
HRYSLER 

*7e  Tracinda 
ce-chairman 's 
vbable 
jme  plan 


OUST  DIRECTORS 

Boot  hostile  direc- 
tors. Possible  tar- 
gets: former  Kmart 
Chairman  Joseph 
Antonini,  former 
HEW  Secretary 
Joseph  Califano, 
retired  Boeing  Vice- 
Chairman  Malcolm 
Stamper,  and 
Chrysler  Vice-Chair- 
man Thomas 
Denomme. 


GET  A  SEAT 

Win  an  insider's  role 
by  attempting  to 
replace  one  of  the 
deposed  board  mem- 
bers with  a  Tracinda 
representative,  likely 
York  himself.  This 
would  probably  be 
accomplished  via  a 
consent  solicitation 
of  the  auto  maker's 
large  institutional 
investors. 


TRASH  EATON 

To  weaken  Chrysler's 
management,  Tracin- 
da executives  are 
quietly  attacking 
Chrysler  Chairman 
Robert  Eaton's  lead- 
ership style.  York's 
prime  focus: 
Chrysler's  spotty 
record  on  vehicle 
quality. 


CUT  CASH 

To  build  support 
with  shareholders, 
York  wants  Chrysler 
to  reduce  its  cash 
reserves  to  $5  billion 
from  its  current 
$6.9  billion,  shifting 
the  extra  money  to 
a  stock  buyback 
program. 
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a  joint  venture.  Eaton,  to  be  sure,  has 
been  loath  to  further  carve  up  the  cash 
reserves  he  beheves  Chrysler  needs  to 
develop  new  products  in  the  next  sales 
dovraturn. 

But  York  isn't  buying  that  argument. 
Neither  does  he  buy  into  Eaton's  em- 
phasis on  corporate  teamwork.  A  West 
Point  graduate  and  disciple  of  lacocca's 
top-down,  chain-of-command  style,  Yoi'k 
subtly  intimates  that  Chrysler  could 
flourish  better  under  tighter  rule.  "The 
business  purpose  of  teamwork  is  to  pro- 
duce results,  not  to  create  teamwork 
foi'  its  own  sake,"  York  says. 
WEIGHING  MOVES.  York  is  soft-pedahng 
criticism  of  Eaton's  results  for  now.  And 
he  lauds  Cluyslei"  President  Robert  A. 
Lutz,  suggesting  the  board  let  him  stay 
on  as  chief  operating  officer  after  he 
turns  65  in  1997.  But  in  conversations 
with  investors,  other  Kerkorian  opei-a- 
tives  are  quietly  calling  Eaton  an  "inde- 
cisive" leader  who  doesn't  push  hai'd 
enough  to  improve  Chrysler's  lagging 
auto  quahty,  say  Wall  Streeters. 

Still  treading  lightly,  York  accepted 
Eaton's  refusal  to  meet  with  him,  set- 
tling for  a  standard,  state-of-the-com- 
pany  presentation  on  Sept.  19  fi'om  a 
Chrysler  team  headed  by  CFO  Gary  C. 
Valade.  If  Ms  forthcoming  overtures  ai'e 
rebuffed,  however,  expect  York  to  turn 
aggressive.  First  stop:  Wall  Street, 
where  his  glowing  reputation  as  CFO  at 
both  Chiysler  and  IBM  ensures  that  he 
will,  at  least,  get  a  fair  hearing. 

But  there's  Httle  chance  York  will  find 
any  support  at  Chiysler,  where  execu- 
tives ai"e  gu'ding  for  another  nasty  fight. 
"We  have  recognized  since  last  Apiil  that 
Ti'acinda  was  not  a  friendly  shareholder 
and  they  had  their  own  agenda  based 
on  self-interest,"  says  Denomme.  And 
Lutz,  for  one,  says:  "I  would  ten  times 
rather  work  for  a  Chiysler  mn  by  Bob 
Eaton  than  a  Chrysler  run  by  Jerry 
York."  To  head  off  Kerkorian,  Eaton  met 
last  month  with  a  half-dozen  Chrysler 
investors.  He  plans  to  addi'ess  the  annu- 
al meeting  of  the  Council  of  Institutional 
Investors  Oct.  o  in  New  York. 

Wliile  the  battle  may  heat  up  fast, 
Kerkorian  is  in  no  huny  to  get  what  he 
wants.  "Before  he  makes  a  move  he 
gives  it  a  lot  of  thought,"  York  says. 
And  like  his  78-year-old  boss,  York 
knows  there  are  many  moves  yet  to  go. 
"Think  of  this  as  a  chess  game,  and  at 
some  point  you  want  checkmate,"  he 
says.  "Checkmate  is  a  material  increase 
in  market  value."  And  for  York,  per- 
haps, something  more:  Eaton's  job. 

By  Bill  Vlasic  in  New  York,  ivith 
Keith  Naughton  and  Kathleen  Kenmn 
in  Detroit 


STRATEGIES 

IS  SPINDLER 
A  SURVIVOR? 

Despite  lots  more  bad  news, 
Apple's  board  says  he's  staying 

The  hot  gossip  in  Silicon  Valley?  Apple 
Computer  Inc.  Chief  Executive  Mi- 
chael Spindler  is  in  big  trouble  with 
his  board.  And  if  Apple's  stock  keeps 
sinking — it's  down  to  $37  from  $48  in 
mid-July — inmonnongers  say  the  com- 
pany may  be  faced  with  an  unwelcome 
bid  from  one  of  several  interested  sui- 
tors— including  IBM  and  Oracle  Systems. 
Don't  bet  on  either  Despite  three 


SPINDLER: 
APPLE  IS 
FIXABLE 
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straight  quarters  of 
disappointing  results, 
including  the  compa- 
ny's announcement 
on   Sept.    14  that 
fourth-quarter  earn- 
ings would  be  lower 
than  expected,  Apple  directors  appear 
to  be  solidly  backing  their  man.  "The 
board  has  great  confidence  in  Michael 
Spindler,"  says  Bernard  Goldstein,  an 
Ai)ple  director  and  a  partner  at  ven- 
ture-capital firm  Broadview  Associates. 
"We  think  he's  an  extraordinary  chief 
executive."  And  Spindler  dismisses  the 
takeover  talk,  saying  Apple  isn't  a  good 
strategic  fit  for  any  of  the  rumored 
suitors. 

That's  not  to  say  Spindler  isn't  facing 
some  serious  problems.  Demand  for  a 
new  wave  of  Macintosh  computers  is 
booming— the  company's  backlog  is 


more  than  $1  billion — but  Apple  cq 
cash  in  on  the  surge  with  steppeclij 
production  because  it  lacks  critb 
parts,  including  modems  and  cus>r 
chips.  And  since  Apple  won't  be  abl  t 
get  extra  supplies  from  parts  mal 
already  deluged  with  orders,  the  c- 
pany  won't  be  able  to  make  the  mot 
one  of  the  hottest  Christmas  sel, 
seasons  ever. 

To  be  sure,  parts  shortages  : 
plaguing  all  PC  players.  But  Ap}: 
are  the  worst.  That's  because  man 
its  components  are  custom-desigr 
and  sourced  from  one  supplier.  ■ 
practice  means  that  accurate  forec^ 
ing  is  critical.  And  there,  insiders  i 
Apple  goofed.  The  company  unde^ 
timated  demand  for  1995,  predict: 
growth  of  15%.  So  far,  sales  h- 
surged  along  at  25%.  The  problem,  ■ 
senioi'  Apple  executive  s 
is  that  Apple's  salespeo 
"sandbagged"  top  executv 
l)y  forecasting  sales  t- 
knew  could  easily  be 
l>assed  in  order  to  enh;i( 
their  own  performances 

Spindler  says  Apple's  ii 
Acuities  are  fixable.  "I  k 
sent  this  idea  that  we  hv 
systemic  problems,"  he  s, 
Still,  Apple's  profits  will 
flat  in  1995.  And  it  wc 
gain  market  share  this  y: 


APPLE'S 
PROBLEM 


iiiiiik,  #  NET 
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OAIA  COMPANY  REPORTS,  HAMBRECHT  &  QUIST  INC  -ESTIMA : 

as  Spindler  had  previously  promi>i: 
Instead,  since  some  consumers  will' 
unable  to  find  an  Apple  computet: 
buy,  it's  likely  many  will  turn  to  cc 
puters  ninning  on  Microsoft  Corp.'s 
new  Windows  95  operating  systu 
That's  leading  some  to  begin  nail 
Apple's  coffin  shut.  Says  a  former  , 
pie  senior  executive:  "There  is  no  qi 
tion  Microsoft  has  won."  Unless,  that 
Spindler  quiets  down  his  critics  by  j 
ting  Apple  back  on  track  fast. 

By  Peter  Burrows  in  Cwperti 
Calif.,  with  Kathy  Rebello  in  ^. 
Francisco  and  bureau  reports 
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News:  Analysis  &  Commentary 


ENTERTAINMENT 


NEXT  ON  OPRAH:  BURNED-OUT 
TALK-SHOW  HOSTS? 

Restless,  Winfrey  mulls  a  midlife  career  change 


M 


I any  in  the  audience  had  amved 
three  hours  before  the  9  a.m.  talk 
show  began  and  were  in  a  stomp- 
ing, cheeiing  fi-enzy  when  Oprah  Winfrey 
strode  onstage  to  begin  her  interview 
with  Hollywood's  Penny  and  Gany  Mai"- 
shall.  She  kept  the  show  moving  quickly 
and  left  many  in  the  packed  crowd  atwit- 
ter  at  their  bnish  with  a  talk  TV  icon. 

Relaxing  later,  her  feet  up  on  a  coffee 
table,  Winfrey  reflected  on  what  an  "in- 
spiiing  divei-sion"  the  talk  show  was  from 
her  earlier  ambition  to  become  a  film 
star.  Still,  she  allowed  as  how  the  two-a- 
day,  200-a-year  tapings  of  The  Oprah 
Winfrey  Show  are  now  wearing  her 
down.  "I  just  don't  have  the  time  to  do 
all  of  the  othei'  tilings  I  want." 

After  10  yeai-s  atop  the 
talk  show  heap,  Oprah,  at 
41,  is  mulling  a  midlife  ca- 
reer change.  By  Oct.  6, 
she  must  decide  whether 
to  exercise  an  option  in 
her  syndication  contract 
that  would  make  this  the 
final  year  for  the  daytime 
show  viewed  by  15  mil- 
lion people  in  119  coun- 
tries. "I  waver  day-to- 
day," she  says.  The  show 
is  worth  some  $75  million 
a  year  in  revenues  to 
her  Haipo  Entertainment 
Group.  But  Winfrey 
quickly  adds:  "This  is  not 
about  money.  I  would  like 
to  feel  I  could  have  an  impact  on  peo- 
ple's lives  in  a  broader  venue." 
MARRY  A  GIANT?  In  fact,  Oprah  and  her 
senior  advisors  are  plotting  a  broad 
strategy  to  extend  her  wildly  popular 
"brand  name"  across  a  wide  range  of 
media,  playing  to  the  gi'owing  appetite 
of  emerging  conglomerates  for  new  prod- 
ucts. The  idea:  to  take  Oprah  Inc.  into 
everything  from  movies  and  TV  inter- 
view programs  to  fitness  videos  and  on- 
line services,  betting  that  her  marquee 
name  can  translate  into  a  series  of  hits. 

Another  possibility:  linking  Harpo's 
studio,  fledgling  film  company,  and  li- 
brary of  more  than  2,000  tapes  with 
one  of  the  new  media  giants — though 
no  formal  discussions  have  taken  place. 
"Oprah  is  worth  more  and  more . . .  eve- 


ry day,"  says  Richard 
Frank,  the  former  chief 
of  Walt  Disney  Co.'s  TV 
operations  who  i-ecent- 
ly   joined  Comcast 
Corp.  to  take  its  ca- 
ble operations  into 
progi'amming. 

Oprah    may  be 
picking  just  the  right 
time  should  she  bail 
out  of  daytime  TV.  Al- 
though still  far  and 
away   the   leader,  her 
show's  average  rating  has 
slipped  to  8  from  a  peak 
of  10.5  in  1991-92,  accord- 
ing to  Nielsen  Media  Re- 


In  the  Boardroom  With  Oprah 

Future  plans  of  Oprah  Winfrey's  Harpo  Entertainment  Group: 


VIDEOS  The  born-again  health 
nut  is  considering  a  line  of  fit- 
ness videos. 


TELEVISION  By  Oct.  6,  Win- 
frey must  decide  whether  to 
extend  The  Oprah  Winfrey 
Show  for  an  1 1th  year.  She's 
interested  in  a  prime-time  net- 
work interview  show  and  in 

May  signed  a  six-picture,  •   ^  „  .       

made-for-TV  production  deal        "1^-^-  °!  -^^^"l"   Group,  describes  as 

ONLINE  Oprah  Online  debuts  -  ^ 

Oct.  2  on  America  Online  in 
partnership  with  ABC. 


FILMS  Winfrey  has  rights  or 
options  on  nine  books  she 
wants  to  turn  into  films.  She 


ai'e  similarly  anxious.  Tlie  Oprah  V1 
freij  Show  has  long  been  a  key 
in  to  local  news  shows  for  the  m;  j; 
ABC  affiliates  that  nan  the  progi  t. 
in  late  afternoon.  That,  in  turn,  h(  [ 
boost  the  network's  ABC  Wo  u 
News  Tonight  progi'am.  True,  i 
show  is  pricey:  Fees  char 
in  some  markets  for  br^ 
cast  rights  rose  by  20% 
100%  under  Winfrey's  1 
contract  with  King  Wo: 
Still,  "the  absence  of  0; 
on  a  daily  basis  would 
profound,"  says  Robert 
Iger,  president  of  Cap  Ci 
Whether  she  extends 
show  or  not,  Winfrey 
plans  to  venture  into  new 
gramming  arenas,  particul 
lucrative  prime-time  ones, 
she's  hoping  to  pursue  m^ 
acting    opportunities.  "E 
since  I  was  19,  I  wanted  to! 
actress,"  she  says, 
fledghng  film  company 
the  rights  or  options| 
nine  books,  includ 
Toni  Morrison's  Pu 
zer-winning  Belovec 
There's  plenty  of  int 
est  in  Winfrey's  far-fli 
plans.  Before  Turr 
Broadcasting  Syst 
Inc.'s  proposed  purch 
of  King  World  collaps 
its  executives  mused  w 
Harpo  officials  over  w' 
Scott  Sassa,  president 
Turner  Entertainm( 


with  ABC. 


CABLE  Winfrey  may  use  her 
2,200  hours  of  shows  as  the 
core  of  a  talk-show  channel. 


search.  New  talkfests  such  as  Jenny 
Jones  and  Ricki  Lake,  plus  competition 
from  the  O.J.  Simpson  trial  and  Oprah's 
decision  a  year  ago  to  abandon  the 
seamier  side  of  chat — aO  have  conspfred 
to  drive  viewers  away. 

Winfrey  insists  the  ratings  slide  will 
have  nothing  to  do  with  any  decision 
to  drop  the  show.  There's  no  question, 
though,  that  a  lot  of  money  rests  on 
the  outcome.  The  loss  of  Oprah  would 
wipe  out  about  40%^-  of  syndicator  King 
World  Productions  Inc.'s  revenues.  Win- 
frey holds  1.5  million  of  King  World 
stock  options,  worth  $40  million,  with 
the  right  to  as  many  as  one  million 
more.  That  may  lead  her  to  develop  an- 
other King  World  series. 

Executives  at  Capital  Cities/ABC  Inc. 


virtual  Oprah" — a  hn 
that  could  be  pushed  i 
everything  from 
woman's  TV  network 

DATA:  BUSINESS  WEEK  CD-ROM   COOkbooks.  W 

frey  already  is  build 
on  her  relationship  with  abc,  w 
which  she  recently  signed  a  deal  to  p 
duce  or  star  in  six  TV  films.  A  prir 
time  interview  show  on  ABC  also  is  p 
sible.  And  on  Oct.  2,  the  two  v 
co-underwrite  the  debut  of  Oprah  C 
line  on  America  Online. 

Away  from  the  media  bright  ligl' 
Oprah  is  "ti-ying  to  stay  gi'ounded  in 
ahty."  She's  committing  at  least  $3  n 
lion  to  help  100  Chicago  inner-city  fa 
ilies  leave  their  housing  projects 
new  jobs  and  new  homes.  That's  t 
sort  of  pursuit  that  increasingly  g( 
her  attention.  The  question:  How  mi 
longer  before  she  is  distracted  co 
pletely  from  daytime  talk? 

By  Richard  A.  M etcher  in  Chica, 
with  David  Greising  in  Atlanta 


64  BUSINESS  WEEK  /  OCTOBER  2,  1995 


TI 


We  make  successful 
application  development  software 
for  1100  leading  corporations  and 
government  agencies  worldwide. 


\nd  the  names  might  be  familiar.  AT&T,  Chevron,  Kaiser  Permanente  and  Nasdaq  are  just  a  few 
fthe  leaders  in  industries  such  as  financial  services,  healthcare,  insurance,  manufacturing,  retail 
md  transportation  for  whom  we've  provided  software  solutions  over  the  past  9  years.  To  join  our 
iient/server  success  stories  or  for  more  information  about  TI  Software,  call  1-800-838-1843  ext.  3000. 

'ijiendmg  Your  Reach"  is  a  trademark  of  Texas  Imtmments.©  1995  TI. 


EXTENDING     YOUR  REACH' 


Texas 
Instruments 


News:  Analysis  &  Commentary 


TOURISM 


WASTED  AWAY: 
MARGARITAVILLE 

Already,  the  Caribbean  is  suffering  winter  cancellations 


For  the  past  eight  winters,  Ruth  and 
Marvin  Cohn  have  escaped  the  cold 
of  New  York  for  two  weeks  at  the 
Pehcan  Bay  Resort  in  St.  Martin.  But 
after  Hurricane  Luis  lashed  the 
Caribbean  island  earUer  tliis  month,  the 
Cohns  cancelled  this  season's  trip.  Now 
they're  mulling  a  long  weekend  in  New 
Orleans  or  a  trip  to  the  Carolinas.  "I 
love  St.  Martin,"  says  Ruth  Cohn.  "We 
will  go  back — but  not  this  year." 

Hardly  comforting  words  for  island- 
ers, who  are  reeling  from  one  of  the 
worst  hiuTicane  seasons  in  memoiy.  But 
as  the  region  digs  out  from  the  trail  of 
destruction  left  by  Hurricane  Luis, 
which  pounded  Antigua  and  St.  Martin 
on  Sept.  5,  and  Hurricane  Marilyn, 
which  pummeled  the  U.  S.  Virgin  Is- 
lands on  Sept.  16,  much  of  the  Caribbe- 
an is  bracing  for  another  hit — this  one 
economic — as  tourists  seek  sand,  sea, 
and  sun  elsewhere. 

$12  BILLION  STAKE.  There's  good  reason 
for  concern.  While  Marilyn  devastated 
only  St.  Thomas,  damaging  at  least  75% 
of  its  buildings,  and  dealt  lesser  blows  to 
St.  John,  St.  Ci'oix,  and  some  eastem  is- 
lands near  Puerto  Rico,  many  travelers 
think  of  "the  Caribbean"  as  a  single 


destination  rather  than  as  individual  is- 
lands. So  when  there  is  bad  news  about 
one  part  of  the  region,  says  Jean  S. 
Holder,  secretary  general  of  the  Carib- 
bean Tourism  Organization,  a  regional 
tom-ism  gToup,  "inevitably,  there  is  the 
potential  it  will  have  a  negative  impact 
on  the  entire  region." 

The  worst-case  scenario?  That  ti-avel- 
ers  will  avoid  the  Caribbean  altogether 
this  vrinter.  Last  year,  14.1  million  visi- 
tors and  3.3  million  cniise  passengers 
spent  $11.7  billion  there.  And  the  stakes 
for  the  individual  island  economies  are 
staggering:  Some  50%  of  the  gi'oss  na- 
tional product  of  Antigua  and  60%  of 
the  gi'oss  domestic  product  of  the  U.  S. 
Virgin  Islands  is  derived  from  tourism. 
With  damage  from  the  stonns  likely  to 
reach  over  $1  billion,  the  region  can  ill 
afford  to  lose  tourist  dollars. 

At  this  point,  though,  such  a  hit 
seems  inevitable.  "People  are  definitely 
shying  away  from  the  Caribbean  be- 
cause of  the  weather,"  says  George  Mor- 
is, a  travel  agent  with  Gables  Ti-avel  in 
Coral  Gables,  Fla.,  who  says  he  has  seen 
a  downtiuTi  in  Caribbean  bookings  since 
mid-August.  Where  are  people  going? 
Myitle  Beach,  S.  C,  reports  an  uptick  in 


ST.  THOMAS:  Paradise 
lost,  for  now 

bookings  since  August,  a'i 
other  sun  seekers  are  he; 
ing  towai'd  friendly  cUmat'j 
in  California.  Even  if  trt 
elers  wanted  to  get  to 
affected  Caribbean  islan 
they'd  find  the  going  tou, 
On  Sept.  20,  Continent'' 
Airlines  Inc.  announced  ii 
had  suspended  flights 
Antigua,  St.  Martin,  and 
Thomas. 

GOING  WEST.  Still,  the  h 

I'icanes  might  not  hit  t| 
Caribbean  economy  as  h; 
as  some  fear.  That's  becai 
many  travelers  are  merely  rebookil 
trips  to  islands  not  affected  by  t| 
stonns.  Cniise  line  companies  Cami 
Royal  Caiibbean,  and  Norwegian  C 
Line,  for  instance,  are  shifting  pass 
gers  to  other  local  ports  of  call.  Cami 
is  diverting  passengers  to  western  C: 
ibbean  stops  such  as  Cozumel  a 
Grand  Cayman.  Royal  Caribbean's  Mc 
arch  of  the  Seas  is  calling  on  Trinid 
Barbados,  and  Martinique.  And  Noi'w 
gian  Cniise  Line  substituted  St.  Crc 
after  Luis  damaged  Antigua  and 
Martin. 

Indeed,  as  travelers  assess  their  vac 
tion  plans,  other  destinations  in  the  C 
ribbean — Aniba,  Barbados,  Ciu*acao, 
Cayman  Islands,  and  Jamaica— coi 
benefit,  as  will  the  coastal  resorts 
Mexico,  travel  agents  say.  Nadi 
Hadge  had  planned  for  a  year  to  vi; 
St.  Martin  with  her  mother  and  oth 
relatives.  Instead,  they  will  travel 
the  Cayman  Islands  this  fall. 

Those  islanders  looking  for  reaso 
to  be  optimistic  should  consider  the  ti 
Siboney  Beach  Club  in  Antigua.  It 
ready  is  hosting  adventurous  EuropejP 
travelers  who  were  curious  about  t'l 
aftermath  of  a  hunicane.  But  unfort; 
nately  for  the  Caribbean,  the  attitude  |. 
Jennifer  Castelli  is  likely  to  be  far  mo  I": 
common.  The  New  Yorker  spent  pali 
of  her  honeymoon  in  Antigua  survivii 
the  howling  winds  of  Luis.  Will  she  ) 
back  to  the  Caribbean?  "Definitely  n;. 
during  hurricane  season,"  she  says.  /| 
ter  this  year's  lesson,  more  travelei 
will  no  doubt  say  the  same.  | 

By  Gail  DeGeorge,  with  David  Swu 
ford  in  Miami,  and  bureau  reports 


The  bad  news:  Tourists  tend  to  think  the  hurricanes  hit 
every  island.  The  good  news:  Memories  are  short 
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I:  Analysis  &  Commentary 


BASEBALL 


WHAT'S  ALL  THE  BLUBBERING  ABOUT? 
YOU'RE  WINNING 

The  Red  Sox  could  take  the  pennant  but  lose  Fenway  Park 


Fenway  Park,  in  Boston,  is  a  lyric  little 
bandbox  of  a  ballpark.  Everything  is 
painted  green,  and  seems  in  curiously 
sharp  focus,  like  the  inside  of  an  old- 
fashioned  peeping-type  Easter  egg.  It 
was  built  in  1912  and  rebuilt  in  1931)., 
and  offers,  as  do  most  Boston  artifacts, 
a  compromise  between  Man's  Euclidian 
determinations  and  Nature's  beguiling 
irregularities. 

■ — John  Updike,  Hub  Fans  Bid  Kid 
Adieu,  1960 

It  is  a  fabled  ballpark,  home  once  to 
Babe  Ruth,  Ted  Williams,  Carl  Yas- 
trzemski,  and  now  to  Roger  Clemens 
and  Mo  Vaughan  (lesser  deities,  but 
deities  still).  Purists,  even  a  few  in  the 
Bronx,  insist  that  Fenway  almost  is 
baseball.  But  this  national  treasui'e  soon 
will  be  no  more. 

Even  as  the  Boston  Red  Sox  chase 
their  first  league  championship  since 
1986,  the  team's  front  office  is  trash- 
talking  its  stadium.  Sox  owner  John 
Harrington  says  that  tiny  Fenway  is 
"economically  obsolete."  Jealously  eye- 
ing gleaming  new  ballparks  in  Balti- 
more and  Cleveland,  he  has  launched 
plans  to  build  a  $150  million,  state-of- 
the-art  replacement.  The  new  park, 
says  team  Executive  Vice-President 
John  S.  Buckley,  "will  have  all  the 
amenities." 

Sox  management  has  yet  to  hire  an 
architect  or  traffic  planners — or  sort  out 

^1 

2^  .. 


with  city  officials  the  nitty-giitty  of  the 
deal.  But  the  team  has  said  it  will  fund 
the  cost  of  a  new  park  if  Boston  pro- 
vides the  land.  And  both  sides  have 
tentatively  agreed  to  a  site  in  South 
Boston,  just  half  a  mile  from  the  city's 
financial  district.  Buckley  hopes  a  new 
park,  with  50%  more  seats,  will  be 
ready  in  2002,  a  year  after  the  team's 
100th  anniversary. 

Over  some  diehai'ds'  dead  bodies,  per- 
haps. Fenway  "is  the  cathedral  of  base- 
ball," says  Boston  native  Thad  Russell. 
Although  he's  now  a  Los  Angeles  ad- 
man, Russell  plans  to  launch  a  "Save 
Fenway"  campaign  with  billboards  and 
pi-int  ads  in  Boston  papers.  Echoing  the 
sentiments  of  thousands  of  Fenway 
faithful,  he  says:  "We'll  lose  our  best 
connection  to  baseball  histoiy." 

From  a  fan's  perspective,  indeed,  few 
big-league  ballparks  hs^e  Fenway's 
charm  and  quirks.  With  just  33,000 
seats,  nearly  everyone  gets  a  closeup 
view  of  the  game.  In 
left  field  looms  the  fa- 
bled "Green  Monster," 
a  37-foot-high  wall.  In 
center,  there's  the 
"Bermuda  Ti'iangle," 
where  fiy  balls  can 
drop  for  a  routine 
out,  or,  if  hit  a  few 
feet  to  the  left  or 
right,  wind  up  as 
home  runs. 


Bush  League? 


CAPACITY  OF  MAJOR  LEAGUE  BALLPARKS 

FENWAY  PARK  (BOSTON) 

33,871 

JACOBS  FIELD  (CLEVELAND) 

42,400 

CAMDEN  YARDS  (BALTIMORE) 

48,079 

COORS  FIELD  (COLORADO) 

50,000 

YANKEE  STADIUM  (NEW  YORK) 

57,545 

DATA:  FODOR'S  FOUR  SPORTS  STADIUM  GUIDE 

Buckley  acknowledges  that  it  will  a 
hard  to  leave  such  eccentricities 
hind.  But  he  says  that  if  the  Sox  si| 
in  Fenway,  they  w\\\  be  at  a  seri 
competitive  disadvantage.  Baltimo 
Camden  Yards  and  Cleveland's  Jacd, 
Field  both  have  about  10,000  md 
seats  than  Fenway,  plus  lucrative  pi 
seats  and  luxury  boxes  (table).  R 
enues  from  Fenway,  at  $70  million,  :f. 
about  20%  below  those  of  both  Cle 
land  and  Baltimore,  and  "that  mo 
pays  for  a  lot  of  salaries  and  a  lo 
developing  players,"  says  Buckley, 
the  Sox  boast  one  of  the  majors'  m 
productive  minor-league  systems — t 
they  are  in  first  place.  No  matter: 
today's  big-money  game,  the  Sox 
they  can't  afford  top  talent  with 
higher  revenue. 
LUXURY  BOXES.  Buckley  says  the  tes 
remains  committed  to  a  new  ballpd 
that  retains  as  much  of  Fenway's  ch" 
acter  as  possible.  The  Green  Monsfct 
would  be  moved  in  its  entirety,  al(| 
with  Fenway's  manual  scoreboard,  h 
pledges.  The  gi'ass  still  would  be  re 
But  the  new  park  would  have  wi( 
aisles  and  seats,  updated  bathrooi^ 
and  numerous  luxury  boxes. 

And  the  name?  Well,  it  won't  be  Y\ 
way.  Like  San  Francisco,  which  is 
naming  its  stadium  3Com  Park,  thai: 
to  a  multimillion  dollai'  contribution  fii 
the    computer  n 
working  company? 
that  name,  the 
plan  to  auction  off  t 


new  home.  Bi:i 
of  Boston  Stadiui. 


won't  be  the  same 
By  Geoffrey  Snu 
in  Boston 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


IF  AT  FIRST  COLGATE 
DOESN'T  SUCCEED ... 

CAN  COLGATE-PALMOLIVE  GET 

it  right  this  time?  The  per- 
sonal-care-products giant  has 
restructured  three  times 
since  1984.  On  Sept.  20  came 
word  of  the  fourth.  Colgate 
announced  a  $369  million 
makeover  that  will  shutter 
or  reconfigure  24  factories 
worldwide  and  reduce  em- 
ployment by  3,000,  to  33,000. 
The  company  will  take  an 
earnings  hit  of  $2.54  per 
share  for  the  third  quarter 
and  report  a  loss  for  the  pe- 
riod— atop  disappointing  op- 
erating results.  Colgate  said 
savings  fi'om  the  reorganiza- 
tion would  start  to  kick  in 
during  the  second  half  of 
1996  and  with  greater  force 
in  1997.  "The  only  disap- 


CLOSING  BELL 


JUST  DID  IT 

The  athletic-shoe  race  is  looking 
like  a  blowout.  On  Sept.  18,  Nike 
announced  fiscal  first-quarter 
earnings  of  $164.8  million,  up 
55%  from  the  year  before  and 
far  better  than  analysts  had  ex- 
pected. Nike  also  served  up  a 
100%  stock  dividend.  The  news 
was  a  slam  dunk  for  investors, 
who  pushed  Nike  shares  up  by 
7%,  to  m—an  increase  of  40% 
since  the  beginning  of  the  year. 
Rival  Reebok  International's 
shares,  meanwhile,  are  down 
10%  for  the  same  period.  With 
footwear  orders  falling  and  ad 
expenses  high,  profits  are 
slumpmg  at  Reebok,  and  key 
managers  are  bailing  out. 


100 --  NIKE  STOCK  PRICE 

90--- 


SEPT.  19 


APR  7 
▲  DOLLARS 

DATA;  BLOOMBERG  FINANCIAL  MARKETS 


pointment  [about  the  re- 
structuring] is  that  it  will  be 
a  while  before  investors  see 
any  benefit,"  says  William 
Steele,  a  Dean  Witter 
Reynolds  analyst. 


IN  DISK  DRIVES,  IT'S 
EAT  OR  BE  EATEN 

THIS  DEAL  COULD  PORTEND  A 

new  round  of  consoUdation  in 
the  bitterly  competitive  disk- 
drive  business.  On  Sept.  20, 
Seagate  Technology,  the  mar- 
ket's sales  leader,  announced 
plans  to  purchase  No.  3  Con- 
ner Peripherals  for  $1.1  bil- 
lion in  stock.  The  acquisition 
would  create  a  $7.6  billion 
company,  more  than  double 
the  size  of  No.  2  Quantum. 
And  by  buying  Conner, 
which  has  struggled  with 
manufacturing  problems,  Sea- 
gate would  gain  strength  in 
the  smaller  drives  used  for 
personal  computers. 

THE  GLITCH  THAT 
SHUT  FORD'S  PLANTS 

FORD  SHUT  DOWN  SIX  PLANTS 

the  week  of  Sept.  18  after  at 
least  one  supplier  couldn't  de- 
liver a  key  power-steering- 
systems  component  used  in 
the  Mustang,  the  Contour, 
the  Crown  Victoria,  and  in 
Ranger  pickups.  All  togeth- 
er, the  problem  delayed  pro- 
duction on  a  total  of  20,600 
vehicles.  Ford  says  it  can 
make  up  for  the  shutdown  by 
ratcheting  up  production  dui'- 
ing  the  fourth  quarter.  That 
hai'dly  seems  necessary:  Slug- 
gish sales  have  bloated  in- 
ventories on  the  affected 
models  to  33%  above  nornnal. 


BIRTH  OF  A  FORMAT 
FOR  CDs?  

WITH  IBM  LOOKING  STERNLY 

over  their  shoulders,  two 
feuding  factions  agreed  on 
an  important  standard  for 
the  next-generation  compact 
disk.  It  will  use  the  optical 


HEADLINER:  O.J.  SIMPSON 


SaUEEZING  DOUGH  FROM  JUICE  ? 


Outside  the  Los  Angeles 
County  Courthouse,  ven- 
dors hawk  "Free  the  Juice" 
T-shirts  and  photos  of  O.J. 
Simpson  in  his  football 
glory  days.  Now,  O.J. 
apparently  has  de-  ik^aS 
signs  on  that  money. 

Sources  close  to 
Simpson  say  he  has 
instructed  his  attor- 
neys to  file  regis- 
tration papers  to 
trademark  either 
his  "O.J."  or  c 
"Juice"  nicknames. 
This  is  in  ad 
dition  to  his 
book,  /  Want 
to  Tell  You,  a 
pay-per-view  televi 
sion  special  in  the 
works,  and  fees 
from  the  thou- 
sands of  pieces  of 


sports  memorabilia  he  signs 
in  jail. 

All  of  it  will  go  to  help 
pay  off  the  estimated  $6 
million  Simpson's  legal 
defense  has  cost  so  fan 
Can  a  line  of  "Juice" 
apparel  or  footwear 
fly?  It  may  have  to 
clear  new  legal  hur- 
dles first.  "I'd 
question  if  he 
could  copyrighi 
something 
that  generic," 
M  says  Joseph 

J.  Gleason, 
vice-presi- 
dent and 
general  coun 
sel  of  Florida 
Citrus  Mutual,  i 
trade  group. 

By  Ronald 
Grover 


format  proposed  by  Toshiba 
and  partner  Time  Warner 
and  a  recording  scheme  from 
Sony  and  Philips  Electron- 
ics, ensuring  that  future 
players  can  handle  today's 
audio  CDS  and  computer  cd- 
ROMs.  Although  promoted  as 
the  way  to  get  consumers  to 
buy  movies  on  disk,  the  yet- 
unnamed  product  more  likely 
will  find  its  initial  use  in  the 
fiercely  competitive  home 
computer  business  for  mul- 
timedia game  and  "edutain- 
ment" software. 


THE  NFL  ROPES  IN 
A  MAVERICK  COWBOY 

YOU  COULD  SEE  THIS  LAWSUIT 

coming  from  a  Texas  mile 
away.  All  summer  long,  Dal- 
las Cowboys  owner  Jerry 
Jones  has  been  raising  hack- 
les within  the  National  Foot- 
ball League's  cozy  inner  cir- 
cle by  signing  exclusive 
sponsorships  with  such  non- 
NFL  partners  as  Dr  Pepper, 


PepsiCo,  and  Nike.  On  Se 
18,  the  league  drew  its  li 
in  the  turf,  slapping  Jo 
with  a  federal  suit  seeki 
more  than  $300  million 
damages.  The  suit  seeks 
court  order  to  bar  Jon 
from  striking  any  more  rer 
gade  deals,  which  the  N 
says  violates  revenue-shg 
ing  rules.  Jones  insists  t 
pacts  violate  nothing  becau 
they  are  with  Texas  Sta( 
um,  home  of  the  Cowboj 
not  with  the  team  itself 

ETCETERA... 


■  Carl  Icahn,  like  buddy  Be 
nett  LeBow,  is  seeking  up 
15%  of  RJR  Nabisco's  share 

■  Stephan  Weiss,  husband 
Donna,  resigned  as  co-CEO 
Donna  Karan  Co. 

■  MCI  Communications  w 
pay  $1  billion  for  shl  Sji 
temhouse. 

■  The  Senate  Banking  Coi 
mittee  agreed  to  combii 
bank  and  thrift  charters  1 
1998. 
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Our  Field  Investigators  track  down  and  aggressively 


prosecute  fraud  wherever  they  find  it.  Not  just  because  fraud  y 


Most  Companies  Try  To  Avoid  Fraud. 


costs  the  insurance  industry  billions  every  year. 


But  because  Workers  Compensation  fraud  adds 


to  the  already  high  cost  of  doing  business  for  all 


We  Look  For  It. 


industries.  Including  yours. 


So  fraud  actually  costs  more  than  money.  It  can  cost  jobs.  If  you're  interested  in  flexible, 


LIBERTY  ^ 

cost-effective  ways  to  stop  it  in  its  tracks,  talk  to  Liberty  Mutual.  MUTUAL* 


PS 


)  1995  Liberty  Mutual  Group 


This  Iriendly  reminder  is  brought  to  you  by  Network  General 


\ 
\ 
\ 


Sniller  is  a  registered  trademark  ol  Network  General  Technology  Corporation,  a  wholly  owned  subsidiary  ol  Network  General  Corporation.  In  the  five 
veare  that  Snifler  has  been  a  registered  trademark,  it  has  become  svnon\  mous  with  network  analysis.  But  Snitter  is  a  brand  name,  not  a  generic  term 
For  a  product  category.  So,  please,  use  it  only  as  an  adjective  to  describe  the  Network  General  Snifter  line  ot  network  analysis  products.  Thanks. 


®  1995  Network  General  Corporation  Makers  of  the  one  and  only  Sniller^'  Network  Analyzer  and  Distributed  Snilicr  System^' 


yiashington  Outlook 


TED  BY  OWEN  ULLMANN 


he  house  enforcer 
;n7  blinking 


louse  Majority  Whip  Tom  DeLay  is  a  happy  wamor.  As 

chief  vote-counter  and  head-knocker  for  the  GOP  revokition, 
I  the  Texas  Repubhcan  spends  each  day  leading  his  troops 

battle  to  claim  what  he  calls  "the  fniits  of  our  victoiy" 
'ictory  is  simple  to  the  48-year-old  former  exterminator 
n  suburban  Houston:  making  sure  that  the  gop's  ideo- 
tal  agenda  isn't  watered  down  by  Capitol  Hill  moder- 
— even  those  in  his  own  party.  From  fi-ee-enterprise  eco- 
lic  policy  to  pro-family  social  issues,  "I  see  myself  as  the 

line  of  offense,"  the  No.  3  House  Republican  leader  says. 
(eLay's  uncompromising  stance  has  emboldened  the  young 
ise  Republican;',  who  vow  to  go  to 

mat  to  enact  their  Contract  With 
erica.  But  such  intransigence  could 
1  spell  trouble  for  House  Speaker 
vt  Gingrich  (R-Ga.).  He  must  begin 
se-trading  with  a  less  conservative 
ate  and  a  Democratic  President  if  he 
es  to  salvage  tax  cuts,  a  balanced- 
get  plan,  welfare  overhaul,  regulatoiy 
rm,  and  other  key  Contract  planks, 
'or  now,  the  whip  is  pushing  GOP  lead- 
to  stick  with  piuity  over  pragmatism, 
chief  Contract  enforcer,  DeLay  has 
the  charge  to  slash  government  agen- 

roll  back  envii'onmental  laws,  restrict  abortion,  pimish  out- 
^edlock  biiths,  and  promote  public  prayer.  His  red-meat 
oric — he  denounced  the  Envu'onmental  Protection  Agency 
the  Gestapo  of  government" — delights  consei-vatives  but 
:es  moderates  and  liberals  blanch.  Snaps  Gregory  S.  Wet- 
le,  legislative  dii'ector  for  the  Natural  Resources  Defense 
ncil:  "He's  about  as  extreme  as  anyone  in  this  Congi-ess." 
teLay's  fo-ebrand  rhetoric  hasn't  liindered  liis  effectiveness: 
has  won  99%  of  all  votes  backed  by  the  leadership.  As  for 
DWTi  pet  projects,  "I  haven't  lost  any,"  he  boasts.  He  forced 
iges  in  a  GOP  telecom  refonn  bill  to  make  it  more  free-mai-- 

Now,  he's  blocking  an  antiterrorism  measure  wlaich  he 


CAPITAL  WRAPUP 


NO  "SQUISHY  MODERATE":  Whip  Delay 


claims  jeopardizes  gim  ownership  rights  and  gives  too  much 
clout  to  the  feds.  Another  cuiTent  project:  curb  epa  and  work- 
place-safety regulators.  "I  know  a  lot  about  pest  control,"  he 
says,  "and  we're  finding  a  lot  of  varmints  up  here." 

That  mix  of  hardline  beliefs  and  hardball  politics  has  been 
the  hallmark  of  DeLay 's  public  career.  He  ran  for  the  Texas 
legislature  in  1978  because  he  was  unhapj^y  with  government 
regulation  of  his  business,  and  his  push  to  undo  costly  state 
niles  on  the  tracking  industiy  won  Mm  the  niclvname  "Toirany 
DeReg."  Despite  his  unyielcUng  politics,  DeLay's  deft  touch  at 
building  personal  relationships  since  coming  to  Congress  in 
1985  helped  win  him  the  whip  job. 
FAST  TRAIN.  But  both  DeLay's  fervor 
and  his  friendships  will  soon  be  tested. 
Gingiich's  conciliatory  talk  about  finding 
common  ground  with  Senate  moderates 
and  the  White  House  on  a  budget  plan 
to  avoid  a  "train  wreck"  that  would  shut 
down  government  could  clash  with  De- 
Lay's  vow  to  protect  the  GOP  Contract. 

The  Texan  denies  the  party  leadership 
is  split.  "We  can  play  good  cop,  bad  cop," 
he  insists.  But  it's  a  dicey  strategy.  A 
stubborn  stand  for  purity  could  alienate 
moderates  and  sink  leadership  hopes  for 
even  modest  achievements,  such  as  cutting  student  loans, 
easing  environmental  controls  on  business,  or  reforming  wel- 
fare. Yet  too  much  compromising  may  provoke  an  insmrection 
from  the  73  House  GOP  freshmen  who  sometimes,  jokes  DeLay, 
make  him  feel  like  a  "squishy  modei-ate." 

In  the  end,  a  consei'vative  rebellion  could  sink  legal  refonn, 
regulatoi-y  curbs,  and  family  tax  breaks.  That  would  be  fine 
with  the  hardliners,  who'd  then  run  on  the  issues  in  '96.  But 
DeLay  has  counted  heads  and  is  betting  that  his  thundei'  on 
the  right  will  convince  Gingiich  that  cutting  too  many  deals 
with  Hill  centrists  or  Bill  Chnton  could  be  a  dangerous  game. 

Bi/  Richard  S.  Dunham 


ELMS'S  UNDIPLOMATIC  MOVE     TONING  DOWN  TRADE  TENSIONS    OPERATION  R&D  RESCUE 


U.  S.  ambassadors  from  four  Asian 
tions  won't  be  in  place  to  greet  Bill 
inton  at  November's  Asia-Pacific 
onomic  summit  in  Japan.  Envoys  to 
lina,  Malaysia,  Thailand,  and  Indo- 
sia  are  among  30  nominations  Sen- 
e  Foreign  Relations  Committee 
lairman  Jesse  Helms  (R-N.  C.)  is 
ocking.  Why?  Ifs  payback  for  Clin- 
n  opposing  Helms's  bill  to  kill  the 
rms  Control  &  Disarmament  Agen- 
,  Agency  for  International  Develop- 
ent,  and  U.  S.  Information  Agency. 


►  Weary  of  trade  battles  with  Japan 
over  semiconductors,  autos,  and  tele- 
communications, the  U.  S.  wants  to 
ti"y  conciliation.  One  idea:  resurrect  a 
U.  S.-Japan  committee  to  resolve 
trade  skirmishes  before  they  turn 
into  full-blown  wars.  The  panel  was 
established  by  the  Bush  Administra- 
tion, but  the  Chntonites  let  it  die.  Lee 
Sands,  a  top  Japan  hand  in  the  U.  S. 
Ti-ade  Representative's  office,  is  ex- 
pected to  discuss  reviving  the  panel 
when  he  travels  to  Tokyo  this  fall. 


►  President  Clinton  will  soon  launch 
an  offensive  to  shield  his  favorite  sci- 
ence and  technology  efforts  from  GOP 
budget  slashers  on  Capitol  Hill.  So 
far,  Clinton  has  been  silent  about 
planned  cuts  for  projects  ranging 
from  the  Commerce  Dept.'s  Advanced 
Technology  Program  to  global  warm- 
ing research.  But  on  Oct.  18,  he's  set 
to  make  a  detailed  defense  of  govern- 
ment R&D.  The  pitch:  These  are  cru- 
cial investments,  not  "corporate  wel- 
fai'e,"  as  Republicans  charge. 


RIISINFRS  WFFK  /  nf.TDRFR  ?    iqqs  7.^ 


COMPAa 


Don't  you  just  love  hard  drive  crashes?  Adrenahne,  sweat,  your  heart  pounding  so  fast  it  teels  Uke 
there's  a  hummingbird  in  your  chest.  Well,  with  Compaq  Intelligent  Manageability,  the  job  of  network 
administrator  is  about  to  get  rather  predictable.  No  more  surprise  crises.  No  more  Olympic  sprints 
from  computer  to  computer.  Just  a  calm,  easy,  decidedly  relaxed  dialogue  between  you  and  every 
computer  on  your  network — right  from  your  desk.  Because  Compaq  has  developed  technology  that, 
with  Windows  95,  lets  you  take  advantage  of  all  our  breakthrough  remote  management  tools  right 


Compaq  Presents  A 


Computer  So  Advanced  It  Can 
Regulate  Your  Heartbeat. 


from  your  PC.  Environmental  sensing,  IntelUSafe  hard  drive  and  Network  hiterface  Card  performance 
monitoring — all  the  information  you  need  to  address  situation.s  before  they  become  problems.  In  fact, 
with  Compaq's  solutions  partners,  the  system  can  automatically  make  a  backup  tape  as  soon  as  it  senses 
a  hard  drive  that's  not  quite  up  to  snuff.  So  you  can  go  to  lunch,  for  coffee,  or  even  home,  confident 
that  your  network  is  in  good  hands.  It's  a  feeling  that  could  have  a  very  positive  effect  on  your  heart. 


Dcskpro  IS  u..it  r^tl  liy  uur  IrcL-  S-yL-ar  limitct]  warranty.  Vimc  restrictions  ami  exclusions  apply.  Certain  numitors.  Latter v  paeks  ami  options  are  eo\eretl  hy  a  one  vear  warrant\  For  mon  inlormati.m 
on  our  lull  line  ol  (.ompaq  desktop  I'Cs,  call  us  at  |-8tW-H5-I518  or  re-aeh  us  on  the  Web  at  wwweompaq  eom  In  Cana.la.  we  ean  lie  reai  he.l  at  l-SUO-567  I'felfc  le'  i99S  Compac|  Computer  L  orporalL.n 
All  rights  reserved  Compaq  and  Dcskpn,  registered  U  S  Patent  and  Trademark  OITiee  Some  features  aiailal.Ie  «illi  Cmpaq  Deskpr..  an.l  independ,  nl  sottsvare  applnallons  ( lllier  leatures  onlv 
available  with  Wind.ms -IS 


International  Business 


EUROPE   I 

WHOIL  BUY 
THESE  GARS? 

Auto  makers  must 
find  customers  for  a 
glut  of  new  models 


Three  million  Italians  poured  into 
the  countiT/'s  auto  showi'ooms  dur- 
ing the  Sept.  15  weekend  to  get 
their  first  look  at  Fiat's  newest 
cars,  the  Bravo  and  Brava  midsize  mod- 
els. "The  turnout  was  incredible,"  says 
Andrea  Colaneri,  manager  of  Mondo 
Auto,  a  Rome  dealer.  "We're  finally  see- 
ing a  well-heeled  crowd  of  yuppies  and 
families  again." 

But  now,  the  big  challenge — in  Italy 
and  elsewhere  in  Europe — is  to  turn 
gawkers  into  buyers.  As  the  car-buy- 
ing season  kicks  off,  with  a  record  20 
new  models  hitting  the  market,  industiy 
executives  are  blanching  at  estimates 
that  sales  in  Western  Europe  will  in- 
crease by  only  1%  this  year,  to  12  mil- 
lion veliicles.  Manufactiu-ers  had  oiiginal- 
ly  hoped  for  gains  of  up  to  4%.  "We 
are  still  suffering  from  the  effects  of 
the  recession,"  says  Graham  Dymott,  a 
spokesman  at  Bntain's  Society  of  Motor 
Manufactiu'ers  &  Ti-aders.  "Business  has 
recovered  its  confidence,  but  the  pri- 
vate purchaser  hasn't." 

The  carmakers  will  have  to  hone 


PEUGEOT  406 

$22,399.  Battling 
a  weak  home 
market 


their  marketing 
skills     to  turn 
these  timid  souls 
into  customers.  If 
they   don't,  the 
prospects  are 
grim.  Profits,  re- 
covering only  slowly  from  the  1993  re- 
cession, could  be  hammered  if  the  mar- 
ket doesn't  pick  up.  The  industry  is 
already  facing  overcapacity  of  2  million 
vehicles  a  year.  Nervous  execu 
fives  at  the  recent  Frank- 
furt Auto  Show  were 
wondering  if  a  shakeout 
would   force  mergers 
upon  Europe's  smaller 
players. 

CROWDED  TRACK.  It  certain- 
ly doesn't  help  that  so  many 
new  models  are 
having  to  jockey 
for  position  in  this 
anemic  market. 
Renault's  Megane, 
a  replacement  for 
its  R19,  will  be 

competing  head-on  wdth  the  Bravo  and  a 
new  Rover  400  in  the  lower-priced  mid- 
size segment,  which  accounts  for  nearly 
one-third  of  European  sales.  General 
Motors  Corp.  is  launching  a  new  full- 
midsize  Vectra  model  from  its  German 
Opel  and  British 


Vauxhall  units. 
Adding  to  the 
stampede  in  the 
full-midsize  cate- 
gory, France's 
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GM  OPEL  VECTRA 

$20,912.  GM's 
big  hope 
in  Europe 


FIAT  BRAVA 

$24,000.  Loaded 
with  standard 
features 


Peugeot  has  a  new  406  and  Sweden's 
Volvo  an  S4  model.  South  Korea's  Dae- 
woo Coip.  is  also  planning  an  aggi'essive 
push  into  the  market. 

With  no  sustained  sales  boom  in 
sight,  it's  sinking  in  among  Eu- 
•ope's  carmakers  that  they 
have  to  imitate  their  U.  S. 
rivals  by  wooing  custom- 
,  ers  with  new  features 
and  innovative  pricing. 
"The  days  are  past  for 
manufacturers  to  be- 
lieve they  will  be  [just] 
order-takers,"  says  Rod 
T.  W.  Ramsay,  marketing 
director  at  Rov- 

CHRYSLER  VOYAGER 

$34,000  (est.) 


Targeting 
Europe's  families 


er  Group  Ltd. 
Adds  Karl  E. 
Ludvigsen,  chaii'- 
man  of  London 
auto  consultancy 
Ludvigsen  Asso- 
ciates Ltd.:  "It's  a  buyer's  market  now." 

That  means  being  acutely  conscious  of 
the  tight  constraints  on  buyers'  bud- 
gets. Spending  power  is  being  drained 
by  governments  eager  to  slash  huge 
budget  deficits.  France  has  already 
slapped  two  percentage  points  onto  its 
^alue-added  tax,  raising  it  to  a  stan- 
dard of  20.6%  of  the  price  of 
goods.  French  levies  on  gas- 
oline are  going  up  as  well. 
GeiTnans  are  paying  a  7.5% 
surcharge  on  their  tax 
bills,  while  the  British 
Ti-easury  is  mopping  up 
$26  billion  more  in  taxes 
•om  its  citizens  than  it  did  two 
years  ago. 

The  easy  way 
to     appeal  to 
pinched  buyers 
would  be  to  cut 
prices.  Not  sur- 
prisingly, Europe's 
carmakers  want  to  avoid  a  sticker-price 
war  if  possible.  Renault  in  particular 
wants  to  protect  its  margins,  as  the 
French  government  prepares  to  sell  its 
51%  stake  in  the  company  in  a  weak 
stock  market. 

So  marketers  are  trying  to  deliver 
value  in  other  ways.  A  key  strategy  is 
to  give  a  lot  more  car  for  the  money. 
Fiat's  Bravo,  for  instance,  will  be 
offered  in  export  markets  with 
such  goodies  as  a  built-in  ster- 
eo, central  locking,  a  fire- 

FORD  FIESTA 

$12,358.  Looking 
to  lead  in  the 
compact  class 


$23,600.  Roomy 
as  a  small 
Mercedes 


prevention  system,  driver's-side  air  bag, 
and  electric  windows  as  standard  fea- 
tures— features  once  restricted  to  up- 
market models.  And  customers  love  it. 
More  than  price  discounts,  says  Michel 
Kekus,  salesman  at  a  Peugeot  dealerehip 
in  Paris,  "customers  are  looking  for  lots 
of  options  included  in  the  price." 

For  drivers  still  worried  about  af- 
fordability,  leasing  is  quickly  gaining 
gi'ound,  much  as  it  has  in  the  U.  S.  Ing- 
var  M.  Sviggum,  director  of  sales  and 
marketing  at  Ford  Werke,  for  example, 
says  he  is  pushing  leases  extremely 
hard  to  try  to  get  a  leg  up  on  competi- 
tors. This  "year,  30%  of  Ford  Motor  Co. 
vehicles  in  Germany  were  leased,  up 
from  just  10%  last  yean  Ford  advertis- 
ing is  focusing  on  the  monthly  pay- 
ments, which  are  lower  if  you  lease  than 
if  you  buy. 

SHEEP  AND  GOATS.  European  makers 
are  also  racing  to  deliver  the  hottest- 
selling  products.  That's  a  sea  change 
from  the  past,  when  manufacturers 
measured  the  appeal  of  new  models  by 
the  length  of  waiting  lists.  Says  Mer- 
cedes-Benz CEO  Helmut  Werner:  "Cli- 
ents [nowadays]  aren't  willing  to  wait 
months  for  their  cars."  It's  just  as  well 
the  Europeans  have  heard  the  wake- 
up  call.  Honda  Motor  Co.  ceo  Nabuluko 
Kawamoto  bragged  in  Frankfurt  that 
he's  aiming  to  slash  delivery  time  from 
factory  to  dealer  fi'om  one  month  to  one 
week  for  models  such  as  the  newly 
made-over  Honda  Civic. 

Adding  to  the  pressure  in  this  crowd- 
ed market  is  that  quality  and  perfor- 
mance don't  separate  the  sheep  from 
the  goats  in  the  way  they  used  to.  In 
those  respects,  says  Peter  Davis,  Fiat's 
director  of  design  in  Turin,  "all  the 
[new]  cars  are  great  cars." 

To  differentiate  itself.  Fiat  is  betting 
on  ItaUan  design  and  styUng  flair.  Others 
figure  that  superior  service  in  the  show- 
room and  after  the  sale  could  be  win- 
ners. GM  has  already  put  more  than 
10,000  of  its  European  employees  and 
dealers  through  a  program  modeled  on 
its  Saturn  unit's  successful  training 
scheme  in  America,  which  stresses  low- 
pressure  selling  tactics. 

Whatever  strategies  the  carmakers 
adopt,  a  robust  European  market  of  15 
million  units  a  year,  once  assumed  to  be 
just  around  the  comer,  now  looks  far- 
ther off  than  ever.  But  there  could  be  a 
silver  lining:  Companies  that  siu-vive  prof- 
itably in  the  tough  Eui"opean  markets 
have  a  good  chance  of  emerging  as  the 
global  competitors  they  aspire  to  be. 

By  John  Templeman,  with  David 
Woodniff,  in  Frankfurt,  Silvia  Sansoni 
in  Rome,  and  bureau  reports 
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SOUTH  KOREA 


SEOUL  FINALLY  DIALS 
COMPETITION'S  NUMBER 

A  two-step  plan  to  open  the  $8  billion  telecom  market 

Car  salesman  Lee  Ki-Hoon  spends 
long  hours  commuting  to  dif- 
ferent companies  to  sell 
fleets  of  vehicles.  He  thought 
a  cellular  phone  would  al- 
low him  to  stay  constantly 
in  touch  despite  Seoul's 
monstrous  traffic  jams.  But 
the  top-of-the-line  $1,200 
Motorola  cell  phone  he 
bought  is  now  locked 
away  in  his  office  draw- 
er because  of  poor  ser- 
vice from  Korea  Mo- 
bile Telecom.  "After  six 
months,  I  gave  up," 
laments   Lee.  "You 
can  hardly  get  connect- 
ed. If  you  do,  there's  a 
good  chance  you  won't  be 
able  to  complete  the  call." 

Help,  though,  may  be 
on  the  way,  partly  thanks 
to  U.S.  government  com- 
plaints about  Korea's  closed 
market.  To  appease  Washing- 
ton but  also  to  make  Korea's  in- 
dustry stronger,  Seoul  has  unveiled  a 
two-step  plan  to  open  the  country's  $8 
billion  telecom  market.  Initially,  the  gov- 
ernment will  allow  domestic  companies 
to  compete  in  all  major  telecommunica- 
tions service  areas  except  local  calls  and 
low-orbiting  satellite  communications  by 
the  end  of  1996  (table).  That  will  help 
them  gear  up  for  the  second  stage,  when 
the  government  says  it  will  let  in  foreign 
competitors  around  the  end  of  1997. 
GLOBAL  EXPLOSION.  As  a  result  of  the 
gradual  opening  up,  ser- 
vice already  is  starting  to 
improve.   Korea  Mobile 


1 


bile  Telecom.  That  rival,  a 
consortium  led  by  Korea's  steel  giant 
Pohang  Iron  &  Steel  Co.  (posco),  will 
begin  providing  cellular  service  in  April, 
1996,  using  technology  developed  by 
Qualcomm  Inc.,  of  San  Diego. 

The  reason  the  government  is  step- 
ping up  the  pace  of  liberalization  is  its 
fear  that  Korea  might  not  be  able  to 
take  advantage  of  the  global  explosion 
in  infomiation  and  computer  technology 
fast  enough.  Experts  say  Korea  should 


KOREA'S  TIMETABLE  FOR  PHONE  DEREG 


be  providing  video-on-demand  and  horJ 
shopping  through  online  services  at|. 
competitive  price  to  most  of  its  populit 
tion.  But  access  to  international  servicfff 
such  as  CompuServe,  still  must  be  roi! 
ed  through  a  domestic  provider,  whiij 
costs  a  subscriber  30c  a  minute  ati 
speed  of  only  2,400  bits  per  secon'; 
whereas  14,400  is  standard  elsewhere. '.i 
The  deregulation  plans  also  call  fi 
reshaping  state-ovmed  Korea  Teleco^i 
a  long-distance  operator  as  wi 
as  the  sole  provider  of  Id 
services.  As  a  first  step,  t] 
government  will  expedi 
the  carrier's  privatizatic; 
and  grant  it  full  manage| 
al  autonomy.  Once  priv] 
tized,  the  company,  wi; 
$6.8  billion  in  annual  re| 
enues,  will  be  freed  fri 
regulatory  shackles, 

Korea  Telecom  doi 
have    one  homegro 
competitor,  privately  hej 
DACOM.  It  already  offe: 
international  calls  and  pi; 
to  begin  domestic  long 
tance  in  1996.  This  step-b{ 
step  process  of  introducii 
second  players  to  challenfl 
state-owmed  monopolij 
leads  most  foreign  exper! 
to  beUeve  the  govemmen 
plan  to  take  further  steps 
serious.  "They've  had  a  veil 
pragmatic  and  structured  ai 
proach  in  introducing  this  kind 
managed  competition,"  says  Ken  Zita, 
telecom  consultant  with  Network  D; 
namics  Associates  Inc.  in  New  Yor) 
"That's  something  other  governments  |jj 
the  region  are  looking  at.' 

One  of  the  most  controversial  que 
tions  when  it  comes  to  telecom  liberalizjolor 
tion  is  what  role  Korea's  big  conglome 
ates,  or  chaebol,  should  play.  Because 
concerns  that  the  groups  are  too  powe 
ful,  there  are  entry  bamers  and  restri 
tions  on  ovmership  of  ev( 
the  privatized  provider 
The    Samsung  and 


,  y  KM 


INTERNATIONAL  LONG-DISTANCE  CALLS: 

selected  in  1996 


One  new  provider  will  be 


Telecom,    which    hasn't    CELLULAR  PHONE  SERVICE:^  Com  pi ete  deregul^^^^    groups,  for  example, 

coped  well  with  a  nearly 
tenfold  increase  in  sub- 
scribers, to  960,000  in  the 
past  five  years,  in  August 
placed  an  order  for  $100 


PCS  SERVICE:  Five  new  providers  to  be  selected  by  1996 


WIRELESS  DATA  SERVICE:  Three  new  providers  named  by  1996 


ca 

each  own  no  more  tha 
their    10%  shares 
DACOM,  because  they  als 
manufacture  equipment. 
But  as  the  govemmei 


million  worth  of  equipment   '   gears  up  for  the  nej; 


from  AT&T  to  improve  its 
svritching  and  connecting. 
The  company,  which  was 


DOMESTIC  LONG-DISTANCE  CALLS:  One  new  provider  to  be  selected 
by  1996 


taken  over  by  Sunkyong     SATELLITE  COMMUNICATIONS:  L^SLdi is  lu  ue  a'H.uu riceu  in  i ^^d_ _ _         Hyundai,  and  Daewo 


Ltd.  from  the  government 
in  1993,  faces  new  compe- 
tition from  Shinsegei  Mo- 


Details  to  be  announced  in  1996 
LOCAL  PHONE  SERVICE:  One  new  provider  to  be  selected  by  1997 

DATA;  BUSINESS  WEEK 


round  of  opening,  thei 
are  at  least  10  conglome 
ates,  including  Samsunj 


as  well  as  steel  giant  POi 
CO,  scrambhng  for  a  piec 
of  the  action.  Korea  e; 


'i  piui;- 

iilf  OIP; 
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Zhether  yours  is  a  network  of 
seven  or  seventy,  a  Canon 
lor  Laser  Copier/Printer  is  the 
feet  color  solution  for  you.  That's 
ause  our  color  systems  provide 
h-quality  output,  and  fast  network 
oughput. 

Canon  Color  Laser  Copier/Printers 
plug-and-play  compatible  and 
ily  connect  to  Mac;  PC  and  Unix"" 
Mankel  Stiare     -  environments. 

And  they 
work  within 
multivendor 
^^1^  systems  too, 

The  leader  m  tull-viJur  vupitr  unii  pLu-menfi        ^  ,  ■,  *-  ^  -  -t  1 1  t  t 

'87.  Source  DjUjwsr  Mji.h  l^^S,  dUrOlTiariL d  1 1  > 


■ms  and  product  names  may  be  trademarks  or  registered 
narks  of  their  respective  owners  and  are  hereby  acknowledged. 
35  Canon  U.S.A.,  inc. 


Ik 


I 


E 


sensing  and  switching  between 
operating  environments. 

So  now,  with  just  the  click  of 
your  mouse,  you  can  have  powerful 
Canon  color  at  your  command.  Our 
color  systems  offer  photographic 
quality  reproduction,  network  scan- 
ning, spooling,  color  management, 
overhead  transparencies  and  plain 
paper  convenience,  too.  Plus  they 
copy  on  a  wide  variety  of  materials 
including  card  stock.  All  at  a  low 
cost-per-print  and  at  a  speed  never 
before  thought  possible. 

So  call  1-800-OK-CANON. 
Because  whether  you  have  one 


 '^v^l 


i:  '\ 


computer,  two  computers,  three 
computers,  or  more,  Canon  has  the 
color  solution  for  you.  When  the  rest 
say  you  can't.  Canon  says  you  can. 


Canon 


'1 


International  Business 


pects  to  invest  $50  billion  over  15  years, 
which  will  be  difficult  without  bigger 
chaebol  participation. 

There  also  will  be  a  role  for  foreigners, 
even  while  they  are  still  barred  from  of- 
fering phone  service.  That's  because  the 
Koreans  need  capital  and  a  wide  range  of 
technologies  that  only  foreigners  have, 
says  Park  Jong-Hyun,  an  analyst  for  lg 
Securities  in  Seoul.  So  big  U.S.  and  Eu- 


ropean playei-s  may  be  able  to  fomn  more 
joint  ventui-es  in  online  sei^vices  and  cel- 
lular and  pereonal  communications  sei-vic- 
es.  For  example,  three  U.  S.  companies — 
Air  Touch,  Southwestern  Bell,  and 
Qualcomm — already  have  a  combined 
20%  stake  in  Shinsegei  Mobile. 

Making  early  im-oads  may  prove  crit- 
ical. By  the  end  of  1997,  the  Koreans 
hope  that  some  of  their  telecom  service 


providers  will  be  tough  enough  to  coi 
pete  against  at&t,  BellSouth,  or  Cable 
Wireless  of  Britain  in  such  countries 
India,  Vietnam,  and  China.  That  mea 
they  also  wiW  be  more  potent  compe 
tors  at  home.  So  even  though  the  Ko 
ans  are  gradually  opening  to  outside 
they  clearly  want  to  keep  most  of  t 
important  gains  within  the  family. 

By  Lo.xmi  Nakarmi  in  Se 


FOLLOW-UP 


READERS  TAKE  A  SHINE 

TO  HONG  KONG'S  APPLE  DAILY 

Jimmy  Lai's  hard-hitting  new  paper  is  flying  off  the  newsstands 


Hong  Kong  entrepreneur  Jimmy  Lai 
knew  he  was  asking  for  trouble 
by  starting  a  newspaper  this  sum- 
mer. Lai  had  already  angered  Beijing 
after  publishing  an  article  blasting  Chi- 
nese Premier  Li  Peng  in  Next  maga- 
zine, Lai's  top-seUing  weekly  (BW — 
Dec.  5,  1994).  Wary  of  offending  China, 
investors  developed  cold  feet  and  banks 
dechned  to  lend  him  startup  funds.  Lai 
committed  $100  million  of  his 
own  fortune  to  put  his  new 
Apple  Daily  on  the  streets. 

Despite  the  long  odds,  Ap- 
ple Daily  is  looking  like  a 
success  just  tliree  months  af- 
ter its  launch.  According  to 
Lai,  the  290,000  issues  print- 
ed each  day  sell  out.  To  keep 
up  with  demand,  Lai's  print- 
ers are  purchasing  another 
press  that  vrill  allow  him  to 
add  another  100,000  issues  a 
day  by  next  April.  Lai  ex- 
pects the  paper  to  break 
even  in  November,  when  it 
rakes  in  $168,000  a  day  in 
advertising  revenue.  Of  the 
$100  million  Lai  earmarked 
for  the  paper,  he  has  spent 
about  $32  million.  Lai  pre- 
dicts that  annual  revenues 
from  his  media  group,  which 
consists  of  four  publications, 
will  surpass  those  of  Giorda- 
no Holdings  Ltd.,  the  $370 
million  retail  chain  he  found- 
ed, in  just  four  years.  Lai  is 
selling  his  37%  stake  in  Gior- 
dano to  concentrate  on  his 
media  busin  'ss. 

It  remains  to  be  seen 
whether  Apple  Daily  will  be 
able  to  challenge  market 
leader  Oriental  Daily  News. 


There  are  60  Chinese-language  newspa- 
pers in  a  territory  comprising  6  mil- 
lion residents.  Hong  Kong's  Audit  Bu- 
reau of  Circulations  doesn't  yet  have 
figures  to  release  for  Apple  Daily,  but 
Anthony  Lau,  abc's  chairman,  says  that 
"early  indications  are  that  it  is  firmly 
established  in  the  market — and  that's 
quite  a  miracle." 

Lai's  reputation  as  a  proponent  of 


CHINA  WATCHER:  Lais  Apple  Daily  hasn't  yet  angered  Beijing 


freedom  of  expression  certainly  wi 
him  points  with  some  readers.  Lai  pu 
lishes  exposes  on  everyone  from  cri 
nal  gangs  to  the  wealthiest  tycoo 
And  unlike  most  newspapers,  whi 
have  shunned  consumer  news,  Ap 
Daily  runs  six  pages  of  it.  Sensatio 
stories  have  also  run,  but  after  a  gr 
some  picture  of  a  dead  child  created 
public  outcry,  Lai  now  promises  to 
"very  sensitive  about  children  who  a 
victimized." 

MOB  THREATS.  Unlike  Next  magazi 
Apple  Daily  has  yet  to  take  on  C 
na — and  Lai  is  not  going  out  of 
way  to  stir  up  trouble  with  Beiji 
"If  nothing  is  happening,  why  irrita 
them?"  he  says.  Still,  on  any  given  d 
Lai  has  an  average  of  24  reporters 
China,  traveling  on  tourist  visas  sin 
Beijing  won't  provide  the 
with  journalist  credential 
Recently  two  Next  reportei 
wei'e   arrested   in  Fuji? 
province.  To  Lai's  relief,  Cl^ 
na  released  them  in  a  fe 
days.  "I  tell  them,  'If  yc 
guys  get  caught,  I  can't  he 
you,' "  Lai  says.  "But  th( 
like  the  risk." 

Apple  Daily  offers  its  8( 
employees  other  rewards  i 
well.  It  pays  reporters  30 
more  than  the  competitio! 
and  senior  staffers  get  sto( 
options.  That's  a  good  incel 
tive  given  the  headachi 
they  face.  Mobsters  ha^ 
been  making  threatenii 
noises,  and  some  corru] 
business  executives  ha: 
tried  to  bribe  news  editor 
Lai  remains  undaunted  aboi 
that — and  about  Beijing 
takeover  of  Hong  Kong 
1997.  "I  don't  think  the  CI 
nese  are  going  to  come  hei 
and  break  us  down,  becaui 
they  need  stability,"  he  say 
Lai's  goal  is  to  make  his  p 
per  as  strong  as  possible  i 
he  braces  for  the  rough  ri(, 
ahead. 

By  Joyce  Barnathan 
Hong  Kong 


80  BUSINESS  WEEK  /  OCTOBER  2,  1995 


pes  i 


-4- 


■\>-  .-.If' 


Think  Compaq  can  beat 

HP  PCs. 

network-ready  features  and  prices? 

Prepare  to  have  that  idea 

shattered. 


You  should  ask  what,  Compaq 
means  hy  'network-ready.'  For 
instance,  are  their  I  /row. 
PCs  easiest  to  set  /?  QQ* 

up  in  multivendor  ^X.OOt/ 

networks?  Is  their  I  

management  solution  industry- 
standard  -  and  can  it  manage  all 
brands  of  iX::s,  not  just  their  own? 
Are  all  management  features 
available  under  Windows  3.1?  Are 
they  free?  In  HP's  case,  the  answers 
are  all  yes. 

In  addition,  HP  ranked  best  over- 


all among  desktop  personal  PC 
users  in  the  1994  J.D.  Pbwerand 
Associates  Customer  Satisfaction 
Study.' 

So  call  l-80()-322-IIPPC,Kxt.9388,t 
for  more  information  and  the  name 
of  your  nearest  HP  dealer  We're 
more  network-ready  than  anyone. 


HEWLETT® 
PACKARD 


  ,    ,    ,  AM  uD  \/o/-tra  PC- rnmp  with  MS-DOS®  6.2  and  MS  Windows 

,0,  workgroups  3  11  p,e.ms,alled,  HP  '-Ofea"6  ^So^^^^^  _D  ^°«=-^^//?jTua,ema,k  of  M.crosof,  Corporation  Per,„um  ar,d  the  lr„el  lr,s,de  logo  are  U.S.  reg. 
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TED  BY  STANLEY  REED 


ONG  KONG:  WE  ARE  MOVING  INTO 
MAJOR  CONFRONTATION* 


ust  a  few  weeks  ago,  Britain  and  China  seemed  well  on 
the  way  to  a  relatively  painless  handover  of  Hong  Kong  in 
1997.  The  two  sides  had  finally  signed  off  on  funding  for 
territory's  new  $20  billion  aiipoit  and  seemed  likely  to 
k  out  other  contentious  issues.  But  with  the  surprisingly 
dctory  of  Martin  C.  M.  Lee's  cmsading  Democratic  Party 
le  Sept.  18  elections  for  Hong  Kong's  Legislative  Council 
fCo),  all  bets  ai'e  off.  "We  are  moving  into  a  major  confi'on- 
m,"  says  John  Walden,  a  fomier  senior  Hong  Kong  official. 
;ost  of  the  tension  is  likely  to  rise  between  the  people  of 
g  Kong  and  China  rather  than  between  Beijing  and  Brit- 
jovernor  Chris  Patten.  The  elec- 

revealed  that  China's  efforts  to 
the  support  of  Hong  Kong's  resi- 
;s  by  buying  into  local  companies 
cultivating  key  figures  have  failed. 
:CTION.  The  vote  was  a  clear  slap 
le  face  for  Beijing.  The  thi-ee  lead- 
pro-China  candidates  lost,  while 
,  whom  Beijing  dismisses  as  a 
nterrevolutionary,"  romped  to  a 
slide  victory.  This  shows  China 

multiparty  "politics  are  here  to 
,"  says  Paul  M.  F.  Cheng,  a  pro- 
ness  legislator. 

Ithough  Beijing  still  says  it  will 
slve  LegCo  when  the  takeover  happens,  Chinese  repre- 
atives  in  Hong  Kong  publicly  backed  candidates,  and 
China  parties  mounted  a  big  advertising  campaign  urging 
rs  to  support  people  who  could  get  along  with  Beijing, 
voters  resoundingly  rejected  this  message,  favoring  pro- 
ocracy  candidates  in  17  of  the  20  seats  open  to  direct  elec- 
,  Lee  and  his  allies  came  close  to  an  overall  majority  in 
50-seat  legislature,  most  of  which  is  elected  by  voters  rep- 
nting  specific  occupational  constituencies.  "China  made 
e  polls  a  referendum  on  its  involvement  in  Hong  Kong," 
Lee.  "Now,  China  knows  the  answer." 
ver  the  next  year  and  a  half,  the  uncompromising  Lee  is 
y  to  use  his  strength  in  LegCo  to  reopen  sensitive  issues. 


GLOBAL  WRAPUP 


LANDSLIDE:  Lee,  third  from  left,  toasts  his  wiyi 


such  as  the  Court  of  Final  Appeal,  that  were  previously  set- 
tled. Clearly,  British  flexibihty  will  be  reduced,  and  business 
worries  that  the  Democrats  will  also  obstruct  contracts  and 
push  to  cut  the  flow  of  immigi'ant  labor 

Lee's  strategy  appears  to  be  to  cai-ve  out  as  much  of  a  sep- 
arate identity  as  he  can  for  Hong  Kong  before  the  handover 
and  then  hope  pressui'e  fi'om  countries  such  as  the  U.  S.  and 
the  international  business  community  will  provide  some  pro- 
tection. This  could  work,  but  the  danger  is  that  the  activist 
U.  S.  Congi'ess  could  turn  Hong  Kong  into  another  U.  S.- 
China flash  point  hke  Taiwan. 

Much  depends  on  whether  the 
international  and  Hong  Kong  busi- 
ness communities  can  prevail  on  Chi- 
na to  live  up  to  its  promise  to  give 
Hong  Kong  a  "high  degi'ee  of  autono- 
my" in  running  its  affairs.  Hong 
Kong's  Ti-ade  Development  Council, 
the  powerful  govemment-fimded  busi- 
ness body,  is  already  working  hard 
to  persuade  mainland  officials  that 
Hong  Kong  will  be  more  valuable  to 
China  as  a  semiautonomous  entity 
than  as  just  another  Chinese  city. 

But  on  the  whole.  Lee's  win  has 
made  already  jittery  business  execu- 
tives even  more  nervous.  They  wony  that  Lee,  a  British-ed- 
ucated barrister,  will  so  annoy  Beijing  that  Hong  Kong's 
role  as  a  business  center  will  be  wrecked.  "If  Hong  Kong  is 
perceived  as  a  threat  to  China,  then  they  won't  Hsten  to 
anybody,"  warns  a  leading  Hong  Kong  businessman,  who 
terms  Lee's  victory  "bad  news." 

That  isn't  entirely  fair.  If  Lee  succeeds  in  his  efforts  to  as- 
sure Hong  Kong  an  accountable  government  and  a  fair  legal 
system,  the  territory's  position  as  Asia's  most  dynamic  commer- 
cial center  will  be  enhanced.  The  question  is  whether  he  can 
protect  Hong  Kong  without  provoking  the  Chinese  into  de- 
stroying it. 

By  Mark  L.  Clifford,  ivith  Pete  Enyardio,  in  Hong  Kong 


EXICAN  SOCIAL  SECURITY 

^lexico  plans  to  give  Congress  pro- 
sals  soon  for  a  major  reform  of  its 
3ial  security  system.  The  plan,  says 
nance  Secretary  Guillermo  Ortiz,  is 
switch  from  the  "pay  as  you  go" 
3tem  to  individual,  capitalized  ac- 
ants.  Ortiz  says  the  government  will 
tially  have  to  fund  the  new  system 
the  tune  of  1%  of  domestic  output 
r  year  for  the  next  5  to  6  years.  But 
hopes  the  change  will  eventually 


raise  the  low  domestic  savings  rates 
that  figured  in  the  peso  crisis. 

Ortiz  is  optimistic  about  efforts  to 
bring  international  companies  into 
Mexico's  long-closed  natural-gas  sec- 
tor. He  said  such  companies  could 
soon  be  building  gas-distribution  sys- 
tems in  Monterrey  and  elsewhere  in 
northern  Mexico. 


►  The  general  manager  of  the  Shang- 
hai Stock  Exchange,  Wei  Wenyuan, 


has  stepped  down  under  pressure 
from  Beijing.  Wei  presided  over  rapid 
expansion  of  the  exchange  to  its  cur- 
rent $30  billion  capitalization,  but  fast 
growth  also  contributed  to  a  rash  of 
scandals  that  gave  Beijing  an  opening 
to  push  him  out.  His  replacement, 
Yang  Xianghai,  will  likely  be  more 
conservative.  He  will  put  more  em- 
phasis on  regulation,  while  slowing 
new  issues  and  braking  controversial 
plans  such  as  opening  the  A-share 
market  to  foreign  money. 


EXIT  IN  SHANGHAI 
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We  Sell  More  Office 
Products  To  More  Small 
Businesses  Than  Anyon 
in  America! 


With  over  450  stores  across  the 
United  States  and  Canada,  Office  Depot's 
multi-billion  dollar  buying  power  saves 
businesses  like  yours  up  to  60%  every 
day  on  brand  name  office  products. 

Whether  your  office  is  inside 
your  home  or  your 
business  employs  20 
people,  Office  Depot  has 
■^N^  everything  you  need  to 

operate  smoothly,  and  at  low 
warehouse  prices.  Every  superstore  is 
packed  to  the  rafters  with  a  $1 .8  million  inventory  of  office 
supplies,  business  machines,  computers  and  office  furniture. 
And  we  guarantee  that  we  won't  be  undersold  on  any  item. 

For  the  most  convenient  way  to  shop,  stop  by  any 
Office  Depot  store  and  pick  up  your  free,  full 
color  catalog.  Phone  or  fax  in  your  order  and 
we'll  deliver  it  the  next  business  day. 

Do  what  two  million  businesses  just  like 
yours  do  every  week-take  care  of  business 
with  Office  Depot.  It's  the  smart  way  to  shop 
and  save  on  all  your  office  product  needs. 

For  A  Free  Catalog,  Call  1-800-685-8800 


Over  450  Locations  in  35  States  and  the  District  of  Columbia:  Alabama,  Arkansas,  Arizona,  California,  Colorado.  District 
of  Columbia,  Florida,  Georgia,  Hawaii,  Idatio,  Illinois,  Indiana,  Iowa,  Kansas,  Kentucky,  Louisiana,  Maryland,  Minneapolis,  Mississippi, 
Missouri,  Michigan,  Nebraska,  Nevada,  New  Mexico,  North  Carolina,  Ohio.  Oklahoma,  Oregon,  Pennsylvania.  South  Carolina. 
Tennessee,  Texas.  Virginia.  Washington.  West  Virginia.  Wisconsin 

'All  phone  orders  received  by  5  pm  and  all  fax  orders  received  by  3  pm  (Mon.-Fri)  are  delivered  the  next  business  day  within  local 
trading  area.  Orders  received  on  Saturday  and  Sunday  are  delivered  the  lollowing  Tuesday 


leSanf 
iliiera 


Special  Report 


NTERPRISE 

imely  Insights  for  Small  Business 


[iBox 


page  2 


)s  on  health  care,  advertising,  and  other  issues 
trepreneurs  may  find  especially  thorny 

usiness  Outlook  page  4 

lere  there's  a  shortage  of  skilled  workers, 
w  are  small  businesses  to  compete  with  deep- 
pocketed  megacompanies? 


Technology  page  16 

Building  a  network  is  likely  to 
be  a  grueling  task  for  small 
business.  But  oh,  the  rewards 


International 


page  22 


Capital  is  a  rare  enough  commodity  for  any  startup, 
but  in  Japan  it's  particularly  hard  to  come  by 


Management  pagee   Rf?y^.^dtable  pa^^^^^^^^ 


Train,  train,  train:  From  vendors  to 
community  colleges,  how  to  foster 
the  worker  skills  that  make  those 
fancy  new  machines  worth  the  cost 

ompanies  page  lo 

th  Magic:  The  Gathering,  a  fantasy  card  game, 
zards  of  the  Coast  has  toppled  mighty  Dungeons 
Dragons  as  No.  1.  Can  it  keep  the  sorcery  going? 


[arketing 


page  13 


e  San  Francisco  quake  of 
I  literally  buried  Laurence 
trow's  pants  business, 
w  he's  using  the  Net  to  dig 
nself  out  from  under 


Mr.  Patricof  goes  to  Washington,  on  small  business' 
behalf-and  finds  the  town 
surprisingly  receptive 

Finance  page  29 

Equal  (funding)  rights  for 
female  entrepreneurs:  New 
venues  are  easing  the  way 

At  Your  Service  page  36 

Dial  "D"  for  deal:  A  call  to  a  telephone  reseller 
could  cut  your  long-distance  bill  by  as  much  as  35% 


Wit's  End  page  39 


Connoisseurs  of  arcane,  annoying  rules  and  regs  are 
certain  to  savor  the  government's  definition  of  grits 
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Advertising  on  Two  Fronts 

To  make  the  most  of 
youi-  advertising  dol- 
lars, use  a  "two- 
pronged  attack  "  says 
Rao  Unnava,  associate 
professor  of  marketing 
at  Ohio  State  Universi- 
ty's Fisher  College  of 
Business.  His  research 
shows  it's  best  to  ran  a 
few  ads  in  the  same 
medium  as  yom-  com- 
petition, while  also 
advertising  in  a  medi- 
um youi-  competition 
ignores. 

In  a  controlled  set- 
ting, Unnava  measm-ed 
students'  recall  a  day 
after  they  had  read 
and  heard  a  series  of 
Tds.  He  foi^  the  effectiveness  of  advertising  drops  substan- 
tially when  there  is  "competitive  interference."  But  if  the  ad- 
vertising is  in  a  different  medium  than  the  competition,  its 
effectiveness  is  preserved.  He  suggests  undermining  yom- 
competitors  ads  in  their  chosen  medium,  while  also  seeking 
out  virgin  soil  for  yom-  ads. 

His  research,  pubUshed  in  the  Journal  of  Marketmg  Re- 
search, found  using  one  radio  and  one  print  ad  was  much 
more  effective  than  two  print  or  two  radio  ads.  It  was  also 
more  effective  than  launching  a  media  blitz. 

FAMILY-BUSINESS  SCHOOL 


EDITED 
BY 

AMEY 
STONE 


Learn  how  your  family-owned 
business  is  affected  by 
race,  culture,  and  ethnicity; 
bone  up  on  online  commerce; 
and  gain  insight  into  how  fam- 
ily relationships  and  business 
interact.  These  and  other  top- 
ics will  be  addressed  at  the 
Family  Firm  Institute  Confer- 


Slower  Climb  For 
Health-Care  Costs 

Average  increase  in  insurance  fees 
for  small  and  midsize  firms: 


▲  PERCENT 

DATA:  ARTHUR  ANDERSEN  ENTERPRISE  GROUP 


ence,  in  St.  Louis  on  Oct.  11- 
14.  Along  with  business  own- 
ers, various  professionals,  in- 
cluding financial  advisors, 
lawyers,  accountants,  and  in- 
surance agents,  who  special- 
ize in  family  business  will  at- 
tend. Call  517  738-1591  for 
more  information. 


HEALTH  COSTS: 
DON'T  RELAX  YET 

Business  owners  aren't 
fretting  about  health-care 
costs  the  way  they  were 
last  year.  A  recent  sur- 
vey conducted  by  Arthur 
Andersen's  Enterprise 
Group  found  that  24% 
of  small  and  midsize 
business  owners,  down 
from  42%  in  1994,  list- 
ed providing  health  ben- 
efits as  among  the  most 
significant  challenges  to 
their  future. 

One  reason  concern  is 
down:  Premium  costs 
aren't  rising  as  rapidly. 
But  don't  be  too 
complacent.  Now 
that  the  pressure 
is  off  health-care 
reform,  "you  might 
start  to  see  pro- 
viders of  care  in- 
crease costs  more 
to  make  up  for 
what  they  see  as 
lost  ground,"  says 
Ruth  J.  Lee,  a 
health-care  consul- 
tant for  Arthur  An- 
dersen in  Chicago. 


cuts  a^ead 


Gender 
Watch 


a|  of  esc 

Women  ent  rata 
neurs:  If 
thougfrt 
years  of  getting 
less  than  men  fjmall 
ing  the  same  jo 
were  over  once 
started  your  owij^f 
business,  guess 
again.  A  recent 
on  the  earnings 
self-employed 
found  they  earn 
less  than  self-ei) 
ployed  men.  In 
the  pay  gap  bet' 
men  and  womei 
are  self-employe 
even  larger  tha 


'lii 

men 


•  Learn  how  to  prepare  fo 
aster  with  Insuring  Your  B 
neas  Against  a  Catastrophi 
the  Insurance  Information 
tute  (800  433-0307)  for  a  co 
the  nine-page  brochure. 

•  Seeking  financing  for  the 


of  New  York  has  pubiisneci 
guide  that's  useful  for  entr 
neurs  in  any  state.  To  reqi 
copy  of  The  Credit  Process 
Guide  for  Small  Business 
ers,  call  212  720-6134. 
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B-schools  and  Small  Biz: 
A  Partnership  at  Risk 

It  seems  like  such  a  good  idea:  Team  up  business  scliools 
with  local  small  companies  in  need  of  advice  and  have 


students,  supemsed  by  professors,  provide  fi-ee  consulting. 
But  a  program  that  has  successfully  done  just  that  for  23 
years  may  fall  under  the  budget  ax  this  year. 

The  Small  Business  Administration  hasn't  I'equested 
funding  from  Congress  for  the  Small  Business  Institute 
progi'am  tliis  year.  SBI  doesn't  reach  as  many  people  as 
some  less  expensive  sba  programs,  says  Monika  Ed- 
wards Harrison,  an  administrator  at  the  sba. 
But  all  is  not  lost.  In  the  past,  Congi-ess  has  re- 
stored SBI  fimding — and  it  still  may.  Plus,  some 
universities  plan  to  continue  the  progi'am  with- 
out the  sba's  assistance,  if  necessaiy. 


m?imi  ^f^^^'^^ork  eligibility 
-  ^^ay  overtime 
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een  male  and 
mployees 

imployment  is 
y  of  escaping 
ation,"  says 
5.  Starr,  senior 
X  at  the  Office 
mic  Researcln 
nail  Business 


DER  EARNINGS  GAP  FOR 
.F-EMPLOYED  WOMEN 

ige  earnings  for  women 
and  men  in  1990 


men 

,652 

en 

,937 


Women 

$20,152 

Men 

$31,123 


Ik:  SMALL  BUSINESS  ADMINISTRATION 


Administration,  which 
funded  the  study.  Its 
title:  Business  Owner- 
ship as  an  Employment 
Opportunity  for 
Women,  by  Steven 
Lustgarten. 

The  study  also  found 
that  the  more  client 
contact  required,  (as  in 
sales),  the 
greater  the 
earnings 
differential 
between  men 
and  women. 
"It  highlights 
a  source  of 
discrimina- 
tion that 
doesn't  usu- 
ally show 
up,"  says 
Starr. 


Opportunity  reports 

^  File  forms  and  distrih 
t'on  to  employees  on  n  ^^""™^^ 


3ute  informa 
nsion  plan, 

►FiieEmpin,;::;:!"'^p^''E«^sA) 


MCI 

TARGETS  WOMEN 
BUSINESS  OWNERS 

Phone  companies  often  market  to 
small  businesses  through  profession- 
al groups.  But  MCI  Communications 
Corp.  may  be  the  first  to  craft  a  pro- 
gram for  women.  Its  Busmess  Women's 
Connection  program,  available  through  a 
growing  list  of  women's  associations, 
offers  discounted  mci  services  and 
publications  to  help  women  net- 
work. For  information,  call 
800  48W0MEN. 


Help  for  the  Home-based 

..... 


St 


[•ofessional  organizations  are  spring- 
to  support  home-based 
!ses.  Independent  Busi- 
liance  (800  450- 
can  hook  you 
;h  health  and 
>s  insurance,  fi- 
^,  marketing 
t,  and  name- 
business  prod- 
or  $24  a  yeai-, 
;s  to  become 


■ 


"the  AARP  of  this  market  segment," 
says  ChaiiTnan  Robert  J.  Levine. 
SOHO  America  (800  495-SOHO) 
floesn't  offer  insurance  yet  but 
comes  with  an  Internet 
site,  a  business  advice  Une, 
a  computer  support  ser- 
\  ice,  and  a  fax-on-demand 
library.  Its  goal,  for  $48 
a  year,  is  to  serve 
small  businesses  as 
their  "silent  partner." 


FOR  YOUR  LIBRARY] 


THE  STATE  OF  SMALL  A  RE- 
PORT OF  THE  BUSINESS: 
PRESWEHT  This  compre- 
hensive source  of  trends 
and  statistics  on  small 
business  was  handed  to 
Congi'ess  on  May  25, 
1995,  and  is  now  avail- 
able for  $17.  Call  202 
512-1800  to  order. 
COLLIERS  INTERNATIOHAL 
1995  SURVEY  OF  INTERNA- 
TIONAL REAL  ESTATE  PRAC- 
TICES. If  you're  opening 
an  office  in  any  of  31 
countries,  consider  this 
handy  reference  guide. 
The  40-page  booklet  is 
available  for  $50  to 
p.i'siNESs  WEEK  readers. 
To  order,  call  Kate  Steed, 
senior  vice-jjresident  at 
Colliers,  at  617  722-0221. 
TAX  SAVVY  FOR  SMALL  BUSI- 
NESS. This  plain-English 
guide  will  show  you  how 
to  make  the  most  out  of 
your  ta.x-deductions.  The 
200-page  paperback  is 
available  in  bookstores 
or  from  Nolo  Press  (800 
992-6656)  for  $26.95. 
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Business  Outlook 


SMALL  ISN'T  BEAUTIFUL 
WHEN  SKILLS  ARE  SCARCE 


By  James  C.  Cooper  and  Kathleen  Madigan 


^atrick  J.  Moquin  has  been  on  the  job  only  since 
I  Aug.  1,  and  he's  ah'eady  reading  the  help-want- 
ed ads.  But  that's  part  of  his  job  as  the  first- 
ever  vice-president  of  human  resources  for  Uni- 
trode  Corp.,  a  manufacturer  of  integi'ated  circuits  in 
Menimack,  N.  H.  Moquin  is  checking  out  the  competi- 
tion to  see  what  Unitrode  must  offer  to  attract  the 
design  engineers  and  other  professionals  so  crucial 
to  the  company's  growth.  "The  price  of  admission  is 
making  sure  you  are  paying  a  very  competitive  com- 
pensation package,"  he  says. 

Moquin  isn't  the  only  one 
on  a  quest  for  top-notch  em- 
ployees. With  the  U.  S.'s 
healthy  economy  and  tight  la- 
bor markets,  small  companies 
across  the  nation  will  face  the 
difficult  task  of  filling  jobs  that 
6rQDlOV6GS  in      require  more  than  basic  skills. 

From  software  developers  in 
Seattle  to  machinists  in  Chica- 
go, specialized  positions  are 
going  unfilled,  even  as  un- 
skilled labor  remains  plentiful. 

Small  and  midsize  companies  are  increasingly 
worried  about  labor  shortages  and  the  near- 
certainty  of  having  to  sweeten  the  pot  to  at- 
tract skilled  worker's.  Some  25%  of  companies 
with  fewer  than  500  employees  cite  a  lack  of 
qualified  workers  among  their  tliree  most  sig- 
nificant challenges,  according  to  a  joint  study 
by  Ailhur  Andersen  &  Co.'s  Enterpiise  Group 
and  National  Small  Business  United.  That's  uj) 
from  20%  in  1994  and  13%.  in  1993.  In  fact,  when 
asked  to  list  the  top  three  hurdles  to  growth  and 
survival,  small  businesses  mentioned  labor  costs 
more  often  than  even  government  regulation. 

So  far,  the  national  trends  in  costs  for  wages,  salaiies, 
and  benefits  have  glossed  over  these  concerns.  The 
growth  in  labor  costs  continued  to  slow  in  the  second 
quaxter — a  pattern  that  held  true  in  all  major  regions 


0/of 

small 
businesses 
expect  to  add 
loyees  in 
1995,  up  from 
16%  in  1992 


(charts).  However,  the  slowdown  in  labor  costs  is  dm  'f!,k 
solely  to  sharp  cutbacks  in  what  companies,  mainlj 
large  corporations,  are  paying  for  benefits,  which  mak(  Rtiti 
up  about  a  fourth  of  total  compensation  costs  national-  jple  s 
ly.  Because  of  slower  growth  in  the  costs  of  healtl 
care,  workers'  compensation,  and  state  unemploymen'  nijbi 
insurance,  benefits  grew  only  2.6%  during  the  pas 
year,  the  slowest  pace  on  record. 

The  downtrend  won't  last.  The  economic  expansion 
already  i'A  years  old,  has  helped  to  push  the  nationa 
jobless  rate  down  to  5.6%  in  August — below  the  leve 
that  is  thought  to  be  "full  employment."  Only  2.8%  0: 
the  workforce  is  without  jobs  in  the  Research  Triangk 
area  of  Raleigh-Durham-Chapel  Hill,  N.  C.  Even  h 
Michigan — a  state  long  associated  with  winding  unem- 
ployment  lines — the  rate  is  just  5.1%-.  Moreover,  tb 

LABOR  COSTS  SLOW 
NATIONWIDE- 
BUTFOR  HOW  LONG?! 
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Regional  employment  costs  for 
wages  and  benefits 
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23% 


of 

small 
businesses  cite 
"lack  of  qualified 
workers"  as  the 
greatest  obstacle 
next  year 


nomy  is  unlikely  to  de- 
irate  enough  to  open 
much  slack  in  the  la- 
markets.  The  result: 
her  costs  to  attract, 
in,  and  retain  good 
Dloyees. 

'he  pressure  can  al- 
dy  be  seen  in  wage 

salaries,  which  make 
about  75%  of  labor 
ts  nationally.  Hourly 

for  the  U.  S.  nonfarm  sector  is  up  3%  in  the  year 
ed  in  June,  up  from  2.5%  a  year  earlier.  At  Walker, 
lier,  &  Quinn  Inc.  (wrq),  a  Seattle-based  producer  of 
nectivity  software  with  a  payroll  of  150  workers, 
[petition  for  technical  talent  has  caused  wage  creep, 
ople  are  expecting  a  10%  salary  increase  if  they 
nge  jobs,  and  other  companies  are  offering  hefty 
ling  bonuses,"  says  Norris  Palmanter,  employment 
?ctor  of  the  two-year-old  company,  wrq  has  lost 

potential  candidate  because  it  could  not  match 
competition's  bonus. 

ndeed,  most  small  companies  have  neither  the  cash 
the  cachet  of  big-name  corporations.  To  remain  in 
hiring  game,  smaller  companies  must  be  creative  in 
ig  their  limited  resources  to  attract  the  best  job  can- 
ites.  It  boils  down  to  what  the  company  can  af- 
I.  Cobra  Electronics  Coi-p.,  a 
cago-based  maker  of  radar- 
jction  devices  that  employs 


K'  NORTHEAST 


67% 


of 

small 
businesses  offer 
health  insurance; 
,0/ offer 
0  bonuses 
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about  150  people,  emphasizes  perks  such  as  flex-.time, 
and  it's  using  recruiters  for  the  first  time.  Others  sim- 
ply bite  the  bullet  and  offer  everything  from  child- 
care  services  to  stock  options  to  attract  employees  for 
key  positions. 

For  most  companies,  though,  the  goal  is  to  add  work- 
ers without  adding  costs.  One  method:  emphasizing 
flexibility  and  growth  opportunities.  "A  lot  of  people  are 
looking  for  the  same  technical  people  we  are,"  says 
wrq's  Palmanter.  "We  let  people  have  the  freedom  to  be 
creative."  At  Seattle's  Caffe  Appassionato  Co.,  a  three- 
year-old  retail  and  wholesale  coffee  company,  a  "baris- 
ta"  who  makes  espresso  now  may  eventually  become 
the  store  manager,  says  vice-president  Tucker  McHugh, 
who  emphasizes  promotion  from  within. 

In  today's  infortnation  economy,  the  hottest  market  is 
for  workers  with  com- 
puter skills.  Tivoli  Sys- 
tems Inc.,  a  software 
maker  in  Austin,  ex- 
pects to  add  more  than 
100  new  workers  this 
year  to  the  200  already 
there.  It's  recruiting 
people  with  technical 
backgrounds,  including 
computer  science  and  engineering,  with  salaries  up  to 
the  low  sLx  figures  for  certain  positions,  says  William  G. 
Bock,  senior  vice-president  for  operations.  One  solution 
for  Tivoli,  which  expects  sales  of  $40  million-plus  this 
year,  is  subcontracting.  It  signed  up  10  outside  compa- 
nies when  its  professional-services  business,  which  of- 
fers computer  consulting  and  training  to  customers, 
was  ovemhelmed  by  demand.  Bock  admits  that  using 
outsiders  is  more  expensive,  but  the  strategy  gives 
Tivoli  quick  access  to  a  large  pool  of  labor. 

Of  course,  rising  wages  don't  have  to  rob  a 
company's  bottom  line.  As  long  as  new  workers 
boost  productivity,  the  addition  to  revenues  covers 
the  extra  costs.  At  circuit  maker  Unitrode,  the 
loile  of  thumb  is  to  ensui*e  that  base-wage  costs 
don't  grow  by  mor-e  than  half  the  pace  of  revenue 
gains.  StUl,  there  is  no  set  fonnula  for  a  fair*  and  cost- 
efficient  compensation  package.  "It  becomes  a  mat- 
ter of  risk  management,"  says  Unitrode's  Moquin. 
"How  much  are  you  willing  to  pay  before  you  bas- 
tardize the  integinty  of  the  process?" 

Don't  expect  the  job  scramble  to  level  off  soon. 
In  a  recent  survey  of  small-business  owners  by 
KeyCoip,  a  bank  holding  company  based  in  Cleveland, 
38%  expected  their  companies  to  gi'ow  in  the  coming 
year,  up  from  26%  a  year  ago.  That  means  demand 
for  skilled  labor  will  continue  to  outpace  supply, 
positioning  1996  not  just  as  a  year  of  help 
wanted,  but  of  help  wanted  desperately. 

Compiled  with  bureau  reports 


Rl  I^INF<^^  WFFK  /  FNTFRPRKF  PWTR 


ENTERPRISE 


I- 'if 


lire  I 


Management 


EXPLOITING  THE  PROMISE 
OF  COMPUTERS 

For  small  business  especially,  there's  no  technology  payoff  without  the  proper  training 


WW 
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1  s  the  Industrial  Era  gives  way  to 
L  the  Information  Age,  computers 
I  are  changing  the  way  we  work 
land  produce.  Nowhere  is  technol- 
;  transfoiTnative  power  greater  than 
ng  Ameiica's  small  businesses.  Com- 
ig  power  that  once  cost  hundreds  of 


provide  software  training  for  employ- 
ees, and  budgeted  between  $40,000  and 
$50,000  from  August,  1995  thi-ough  Au- 
gust, 1996.  The  Massachusetts  Manu- 
factuinng  Partnership,  part  of  a  network 
of  technical  support  progi-ams  sponsored 
by  the  National  Institute  of  Standards 
sands  of  dollars  can  now  RETOOLING  ^  Technology,  is  providing 
ought  for  a  few  thousand    $12,000  in  funding  to  subsi- 


mall  and  midsize  businesses.  Elec- 
ic  messages,  databases,  networks, 
other  information  technologies  are 
inating  the  economy-of-scale  advan- 
3  enjoyed  by  Big  Business  for  much 
le  post-World  War  II  era.  Savvy 
5preneurs  are  using  high-tech  equip- 
t  to  reach  new  customers  and  ex- 
market  niches. 

■ouble  is,  while  the  technology  pay- 
5  real,  many  smaller  businesses  are 
Dvering  the  returns  tough  to 
ive.  Far  too  often,  a  business  will 
out  for  razzle-dazzle  hardware  and 
vare  but  neglect  to  invest  in  train- 
vorkers  to  use  their  new  tools  pro- 
ively.  Experiences  vary,  of  course, 
Nancy  Corbett,  director  of  bench- 
dng  services  at  Coopers  &  Lybrand, 
companies  typically  spend  less  than 
if  their  technology  budget  on  train- 
The  optimal  outlay:  between  5% 
7%.  "If  you  don't  allocate  the  dollars 
plan  for  training,  the  investment 
t  pay  off,"  she  says.  Warns  Terry 
I,  worldwide  managing  partnei-  of 
srsen  Consulting's  change  manage- 
;  practice:  "Think  about  training  be- 
you  purchase  any  technology." 
SEPODGE.  Take  the  expei'ience  of 
•on  Corp.,  a  Canton  (Mass.)  maker 
aterials-testing  equipment.  The  $136 
)n  company  spent  naiUions  of  dollai's 
)mputers  in  the  late  1980s  and  ear- 
i90s.  Yet  some  bookkeeping  still  re- 
;s  around  a  ledger  book  that's  been 
«  for  25  years.  Every  day,  the  seri- 
imbers  of  components  used  by  one 
le  company's  units  are  entered  by 
.  A  lot  of  other  pencil-pushing  goes 
;  Instron,  too.  When  it  started  com- 
izing,  the  company  bought  a  hodge- 
e  of  software  systems.  Worse,  few 
le  425  employees  at  the  company's 
.  facility  were  trained  to  use  the 
tools,  even  though  personal  comput- 
it  on  most  desks.  "This  was  a  clas- 
;oiy,  where  the  company  invested  in 
echnology  and  then  just  said,  'Hei-e, 
at  it,  guys,' "  says  Mark  C.  Mont- 
manager  of  manufactming  systems. 
3out  two  years  ago,  senior  execu- 
said  "enough."  Now,  they  are  in- 
ing  a  new  corporate  information 
im  vdth  standardized  hardware  and 
rare  platforms  built  around  a  net- 
:  of  IBM  RS  6000  and  Novell  Inc. 
[Stations.  Instron  contracted  witli 
utside  trainer.  Catapult  Inc.,  a  na- 
1  company  with  offices  in  Boston,  to 


dize  the  training.  Says  Montlack:  "With- 
out the  training,  we're  just  not  going  to 
be  very  productive." 

That's  a  lesson  more  and  more  com- 
panies are  taking  to  heart.  True,  a  1993 
Bui'eau  of  Labor  Statistics  study  found 
that  only  52%  of  businesses  with  fewer 


than  50  workers  provide  training  to  up- 
gi"ade  employee  skills  because  of  techno- 
logical change,  vs.  78%  of  businesses 
with  250  or  more  employees  (chart,  page 
8).  But  smaller  companies  aren't  ne- 
glecting employee  training  as  much  as 
the  data  suggest.  It's  just  that  many 
are  fai-  more  likely  to  rely  on  on-the-job 
training  and  informal  instruction.  And, 
facing  a  shortage  of  skilled  labor,  67%  of 
small  and  midsize  business  owners  say 
they  now  plan  on  investing  in  training 
progi-ams,  according  to  a  sui'vey  by  Ar- 
thur Andei'sen's  Enterprise  Group  and 
National  Small  Business  United. 

The  explosive  gi"owth  of  computers 


A  Road  Map  To  High-Tech  Training 


SOURCE 

National  training 


Local  training 
or  trade  schools 


Community 
colleges 


Trade  or 

professional 

organization 

Local 

organizations, 
like  the  Chamber 
of  Commerce 

Unions 


Mentors  or 
coaches 

Multimedia 


Vendors  and 
suppliers 


Government- 
sponsored  economic 
development 
centers 


ADVANTAGES 

Trainers  have  broad 
experience  with  a  wide 
audience  and  tend  to  be 
up-to-date. 

Cost  will  tend  to  be  lower 
than  for  national  training 
companies. 

A  linchpin  of  the  nation's 
training  systems. 
A  wide  variety  of  programs 
so  you'll  find  what  you  need. 

Training  is  usually 
specifically  related 
to  the  business. 

Programs  speak  to  local 
concerns. 


Programs  are  developed  for 
specific  groups  of  workers. 
Programs  are  usually 
convenient  to  attend. 

Allows  a  designated  employee 
to  focus  on  worker  training. 

Allows  people  to  learn  at 
their  desks  and  at  their 
own  pace. 

Immediate  help  with  new 
product.  Often  comes  as 
part  of  package. 

Commerce  Dept.  sponsors 
extension  programs  around 
the  country.  Many  states 
run  their  own  programs. 


DISADVANTAGES 

Can  be  very  expensive 
and  may  not  be  tailored 
enough  to  your  business' 
or  employees'  needs. 

Courses  may  not  be  sophisticat- 
ed enough  for  your  needs. 

Courses  may  not  be  held  at 
convenient  times. 
Courses  sometimes  too 
academic. 

Not  all  groups  offer 
training  sessions. 

Programs  may  be  too  general 
or  may  be  peripheral  to  your 
business. 

Usually  available 
only  to  union  members. 


Expensive  to  put  someone  on 
your  payroll  or  free  them  from 
their  normal  duties. 

Technology  isn't  always  the 
best  teacher.  Can  be  expensive. 

Trainers  may  not  know  your 
business  and  are  limited 
in  linking  their  products 
to  other  systems. 

May  not  be  located  in  your 
area.  May  be  too  focused  on 
industrial  production. 


DATA  EDUCATION  DEPT  ,  LABOR  OEPT  ,  BUSINESS  WEEK 
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in  American  work  lias  led  to  a  huge 
range  of  options  for  companies  trying  to 
get  employees  up  to  speed.  Vendors  and 
suppliei's,  chambers  of  commerce,  gov- 
ernment-sponsored economic  develop- 
ment consortiums — all  now  offer  technol- 
ogy education.  Multimedia  and  online 
services  as  a  teaching  tool  for  high  tech 
are  starting  to  bear  fruit.  And  impor- 
tantly, community  colleges  have  become 
the  nation's  technical  training  system. 
"Community  colleges  have  been  very 
responsive  to  what  businesses  and  indi- 
viduals need  to  work,"  says 
Anthony  Carnevale,  director 
of  human  resource  studies  at 
the  Committee  for  Economic 
Development,  a  think  tank  in 
Washington. 

High-tech  equipment  and  in- 
vestment in  training  is  a  siu'e- 
fii-e  fonnula  for  a  productivity 
revolution.  SmaO  businesses  al- 
ready generate  more  than  half 
of  all  j)rivate-sector  jobs.  As 
they  become  increasingly  ded- 
icated to  developing  a  comput- 
er-literate workforce,  produc- 
tivity growth,  which  has 
doubled  in  the  1990s  from  the 
anemic  pace  of  the  1970s  and 
1980s,  could  keep  climbing. 
Hard  to  imagine,  but  small 
business  could  become  an  even 
more  formidable  force  in  the 
economy. 

"HELP"  FILES.  What  kind  of 
training  makes  the  most 
sense  for  a  smaller  business? 
The  cheapest  and  most  com- 
mon option  is  putting  some- 
one with  technical  expertise 
in  charge.  For  example,  al- 
though employees  of  PC  Kwik 
Corp.,  a  maker  of  software  in 
Beaverton,  Oregon,  are  tech- 
nologically sojjhisticated,  they 
still  have  to  learn  new  pro- 
gi'ams  all  the  time.  "With  a 
new  technology,  someone 
plays  a  lead  role  in  learning  it,  and 
then  they  help  others  learn  it,"  says 
General  Manager  Bruce  Schafer.  Be- 
cause many  small  businesses  have  a 
fair  amount  of  turnover,  consultants 
suggest  that  the  desigTiated  leader  keep 
a  record  of  frequently  asked  questions. 
These  questions  can  be  the  basis  of  a 
"help"  file  for  new  employees. 

Similarly,  the  New  York  City  archi- 
tectural firm  Christidis  &  Lauster  does 
most  of  its  training  in-house.  Rather 
than  wringing  their  hands  during  the 
real  estate  slump  in  the  early  1990s, 
they  used  the  time  to  test  different  soft- 


Management 


ware  systems  and  to  focus  on  training. 
"When  you  have  a  lot  of  work  and  cli- 
ents, it's  very  hard  to  make  software 
swatches  and  you  have  a  lot  less  time  to 
train,"  says  partner  Charles  Lauster. 

Another  common  approach  is  to  get 
training  from  your  computer  or  tele- 
communications vendor.  Almost  all  the 
major  players  in  these  industries  offer 
training  services  for  their  software. 
And  in  this  era  of  corporate  downsiz- 
ing, when  Big  Business  relies  increas- 
ingly on  smaller  companies  for  services, 


Training  In  Corporate  America 

Surveyed  companies  that  train  employees  to  upgrade  skills 
because  of  changes  in  technology  and  production  methods 


60  75 
DATA:  BUREAU  OF  LABOR  STATISTICS 


CHANGING  TIMES:  With 
computers,  employees  at 
all  levels  are  working 
more  closely-making 
on-the-job  education  a 
continuous  process 


the  giants  are  offering  training  to  theii' 
small  suppliers.  "Get  the  companies 
you  sell  to  to  help  you,"  says  Carne- 
vale. "There  are  many  tricks  to  the 
training  trade." 

Many  small  companies  aren't  content 
with  just  one  tack.  Take  Diane  Daw- 
son, head  of  Dawson  Sales  Co.,  a  Chica- 
go food  ingi-edient  broker.  For  some  35 
years,  the  heart  of  the  company  had 
been  a  moving  cabinet  with  hanging 
files  where  sales  orders  were  kept. 
When  Dawson  bought  a  computer  sys- 
tem (.$25,000  for  hardware  and  $10,000 
for  software),  the  package  included 


three  half-day  training  sessions.  Bi 
that  wasn't  enough,  so  Dawson  als 
hired  a  systems  administrator,  at 
$32,000  salary,  to  act  as  a  compute 
mentor.  The  mentor/office  manage 
stayed  for  18  months  and  got  90% 
the  system  up  and  nmning.  Pi-oductivil| 
is  up  by  about  30%,  says  Dawson,  "h 
cause  the  computer  system  has  ( 
down  on  the  amount  of  time  we  have 
spend  on  data.  That's  increased  the  tin 
spent  with  the  customer  either  on  tl 
phone  or  visiting  with  them." 

In  most  parts  of  the  cou: 
try,  the  local  community  cc 
lege  or  technical  college  is 
rich  training  gi'ound.  Becaui 
they  are  local  and  pi'actical 
orientation,  community  coUe 
es  have  tiu-ned  out  to  be  ide 
partners  for  industries  ar 
local  businesses  trying  to  u 
grade  their  workforce.  Go 
ernments  are  using  comm 
nity  colleges  to  reach  smj 
business.  For  example,  tl 
federal  government  in  19{ 
created  the  Manufacturii 
Extension  Partnerehips — mo 
eled  on  the  agricultural 
tension  programs  of  the  19' 
century — to  help  small  man 
facturing  businesses  ado 
new  technologies  quickly.  Cu 
rently,  there  are  42  such  ce 
ters  around  the  countiy,  tyj 
cally  tied  to  communr 
colleges.  Many  states  ali 
have  their  own  industrial  e 
tension  centers  and  stat 
fimded  training  programs 

When  Frederick  W.  Tayl 
published  The  Principles 
Scientific  Management 
1911,  he  helped  transfer 
woi-k  by  breaking  every  ta 
into  its  simplest  units.  Ta 
lor's  methods  soon  beear 
widespread  among  the  natioi 
businesses  and  played  a  b 
role  in  boosting  U.  S.  productivity.  B 
he  also  ended  up  eliminating  leamii 
ft"om  work. 

In  the  Information  Age,  that  sepail 
tion  is  coming  to  an  end.  With  compij 
ers,  everyone  is  working  more  clos 
ly — manager  and  employee,  produc 
and  suppher,  company  and  customer, 
this  economy,  learning  at  work  becom 
a  continuous  process.  But  Taylor  wou 
recognize  the  fiaiits  of  that  change:  big 
er  productivity. 

By  Christopher  Farrell  in  New  Yon 
with  Ann  Therese  Palmer  in  Chica 
and  Gregory  Sandler  in  Boston 
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Introducing  HP  DeskJet  850  printers 
with  the  RealLife  Imaging  System. 


[9 

retiul  [iMct 
may  vary. 


If  a  picture  is  worth  a  thousand 
words,  HP  DeskJet  850  printers 
say  a  lot  about  your  business. 
HP's  exchisive  RealLife  Imaging 
System  gives  your  small  office  the 
most  vivid  colors  and  sharpest 
blacks  possible  in  Inkjet  printing. 
You'll  get  outstanding  results 
quickly  and  easily,  with  no  special 
paper  required. 

•  6  pages-per-minute  black  and 
I'A  pages-per-minute  color 

•  Mac  and  DOSAVindows  compatible 

•  Designed  for  Windows'  95 


•  HP's  new  RealLife  Imaging 
System  delivers: 
C-REt  technology  for  precision 
printing 

ColorSmart  to  oi)timize  color 
automatically 

New  inks  for  superior  results 
on  any  paper 

HP  Printers 

Just  what  you  had  in  mind. 
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ZERO  TO  $50  MILLION: 
NOW  THAT'S  MAGIC 

Wizard's  Magic  is  suddenly  the  top  fantasy  game  for  teens 


It's  a  typical  summer  afternoon  at 
Gaiy's  Games,  a  small  hobby  store  in 
Seattle.  Outside,  bikes  are  parked 
in  a  rack,  wMle  inside  a  mob  of  boys 
crowd  aroimd  tables,  dealing  cards  illus- 
trated with  mystical  paintings.  They 
have  little  interest  in  the  traditional 
board  games  and  puzzles  that  surround 
them.  Instead,  their  minds  are  on 
mana,  moxes,  and  a  quirky  place 
known  as  Dominia. 

Sound  bizarre?  Nut  to  the  le- 
gions of  12-to- 18-year-old  boys  who 
ai'e  as  familiar  with  the  tenninology 
as  past  generations  were  with 
Boardwalk  and  Park  Place.  Mana  is 
land,  moxes  are  artifacts,  and  Domi- 
nia is  an  imaginaiy  dimension  where 
wizards  cast  spells  and  strange  crea- 
tures roam.  Together,  they  make  up 
the  fantasy  world  poitrayed  in  one 
of  the  nation's  hottest-selling  games. 
Magic:  The  Gathering. 

Thanks  lai'gely  to  informal  tourna- 
ments like  the  one  held  at  Gary's 
Games  and  the  buzz  that  they've 
created,  this  deck  of  fantasy  cards  has 
become  the  top-selling  adventure 
game,  besting  longtime  favorite  Dun- 
ADVENTURE  g^"^  &  Dragons. 
GAMES  ^he  way, 
  the  owners  or  Wiz- 
ards of  the  Coast,  the  tiny  Renton 
(Wash.)  company  that  invented  and  mar- 
kets Magic,  have  felt  some  entrepre- 
neurial enchantment  of  their  own.  Wiz- 
ards won't  discuss  its  finances,  but 
industiy  insiders  estimate  that  the  com- 
pany's sales  totaled  $50  million  in  1994, 
the  first  full  year  Magic  was  available. 
This  year,  sales  could  top  $100  million, 
figiu'es  the  Games  Manufacturers  Assn. 
Not  bad,  considering  that  cama  esti- 
mates sales  of  adventui'e  games  in  1995 
could  total  $750  million,  roughly  BO'/r  of 
total  game  and  puzzle  sales. 

Peter  Adkison,  Wizards'  33-year-old 
founder  and  chief  executive,  hopes  to 
do  even  better,  thanks  to  an  arsenal  of 
new  products  that  capitalize  on  Magic's 
appeal.  Ali-eady,  the  company  publishes 
r//e  Duelist,  a  bimonthly  magazine 
chock-full  of  tips  on  game  strategy. 


In  1990,  Wizards' 
founders  were  "playing" 
in  a  basement  in  a  tiny 

Northwest  town 


Through  joint  ventures  and  licensing 
agi'eements.  Wizards  also  sells  paper- 
backs and  comics  based  on  Magic  chai-ac- 
ters.  Ne.xt  year,  a  cu-rom  version  of  the 
game  will  be  available  from  software 
maker  MicroProse  Software  Inc.  "The 
goal  is  to  make  games  as  big  an  enter- 
tainment as  the  movies,"  says  Adkison. 
While  kids  may  be  absorbed  in  Mag- 


ic mania,  some  of  their  parents  are 
up  with  the  money  they're  spending 
cards.  A  standard  deck  of  60  cards  | 
foi'  $8.95.  But  some  are  as  rare  ; 
Mickey  Mantle  rookie  card.  A  Black 
tus  card,  for  example,  fetches  as  m 
as  $300  on  the  black  mai-ket.  That's 
cause  only  1,100  were  printed  oul 
more  than  a  bilHon  Magic  cards  sok 
far.  Wizards  says  limiting  the  numbe 
some  cards  encourages  trading 
enhances  the  game's  appeal.  But 
company  says  that  it  never  intendec 
turn  Magic  cards  into  just  collectil; 
To  curb  the  fad,  many  school  distr 
have  put  controls  on  playing  Magic 
Bedford,  N.  Y.,  north  of  New  York  C 
students  can  play  only  if  they  h 
pai'ental  permission. 
GOING  BOARDLESS.  The  uproai'  has  d 
little  to  dampen  Adkison's  glee  o 
Magic's  success.  A  fomier  computer  ; 
lyst  at  Boeing  Co.,  he  has  been  a  fa: 
fantasy  games  since  childhood. 

founded  Wizards  in  1 
and   moonlighted  a^ 
game  developer  But  m 
ing  seemed  to  work  u  ' 
he  met  Richard  Garfi 
31,  another  pail-time  g; 
theorist,  on  an  Inter 
game  forum.  At  the  ti 
Garfield  was  working  ) 
ward  his  PhD  in  mathen 
ics  at  the  University 
Pennsylvania.  Adkison 
Uned  liis  idea  for  a  game 
ing  playing  cards  instead  ^ss. 
cumbersome  game  board 
Drawing  on  elements  fi 
l^revious  card  games  he 
designed,  Gaiiield  needed 
a  week  to  come  up  with 
concept  for  Magic.  The  the 
was  simple:  Players,  or 
ards,  draw  seven  cards  a: 
shuffling  their  decks.  E  3i 
bears  a  mystical  image  and  instmcti 
on  its  powers.  Aitifact  cards,  for  ex. 
pie,  can  depict  weapons  or  spells  to 
tack  or  defend.  The  goal:  to  elimir 
your  opponent's  20  life  points  and  d) 
your  adversaiy  fi'om  Dominia. 

The  would-be  game  impresarios  sflmjjr, 
much  of  the  next  year  in  Adkis( 
basement  testing  Magic  with  frie 
and  relatives.  They  sketched  their  (J^i 
trolls  on  index  cards  and  pressed  t' 
faces  against  copying  machines  to  c{  j' 
up  with  contorted  images  to  paste 
cards.  Once  the  bugs  were  worked 
they  hired  professional  artists  to  d) 
cards,  exchanging  stock  options  in  \ 
ards  for  their  talents.  Then  the  p|i!jirB( 
along  with  friends  and  relatives,  po( 


[liese 
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SCAPE  OFFICE 


Without  leaving  it  behind- 


hese  days  your  office  can  be  anywhere  you  do 
mess.  Whether  you're  downtown  or  in  your  dining 
nn,  you  need  to  stay  m  touch.  That's  why  Fujitsu 
roelectronics  offers  a  complete  family  of  integrated, 
Id-class  PC  Cards,  to  give  you  immediate  access 
ital  information  while  in  the  office  or  on  the  road. 
)ur  ultraportable  PC  Cards  offer  a  wide  range 
apabihties  including  multimedia,  LAN,  and  high- 
;d  communications.  With  Fujitsu,  you  get  instant 
ipatibility  with  virtually  all  of  today's  PCMCIA 
idard  computing  platforms  in  addition  to  multi- 
Ji^r^\     function  capability  and  interoperability'. 
^/^^.^       Plus,  our  intuitive  Microsoft'  Windows- 
/  based  instalkition  software  automatically 


sets  up  and  configures  your  PC,  which  means 
fewer  headaches  and  hassles.  With  Plug  and  Play 
features  like  hot  insertion  and 
removal,  there's  no  need  to  reboot 
your  system  when  swapping 
cards.  You  even  get  the  ease  and 
comfort  of  our  e.xtensive  customer 
support  seiA/ices  that  ensure  customer  satisfaction 
and  help  you  get  the  most  from  your  investment. 

So,  if  today's  virtual  office  is  leaving  you  feeling 
a  little  detached,  call 
Fujitsu  Microelectronics 
at  1-800-6-12-7616  and 
we'll  get  you  connected. 


Fujrrsu 


jU  MICROELECTROMICS,  inc.,  3545  Morlh  First  Street,  San  Jose,  CA  95134  ©1995  Fu|itsu  Microelectronics,  Inc.  All  trademarks  or  registered  trademarks  are  the  property  of  their  respective  holders. 
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their  savings  to  make  pro- 
totypes that  they  exliibited 
at  game  fairs  nationwide. 

Within  months,  they 
snagged  a  big  order  fi'om 
War  Games  West,  a  fanta- 
sy-game distributor  in 
Albuquerque.  The  initial 
printing  of  10  million  cai'ds 
in  the  summer  of  1993  sold 
out  in  six  weeks.  Before 
long,  Adkison  had  quit  his 
day  job.  Today,  Wizai'ds  has 
260  employees,  from  artists 
to  game  designers,  spi-ead 
through  two  buildings  in 
Renton.  By  cranking  out  a 
steady  stream  of  new  caixls 
and  powers.  Wizards  en- 
sures that  the  games  con- 
stantly change.  And  the 
need  to  develop  a  strategy  and  play  the 
odds  has  made  the  game  a  particular 
favorite  of  mathematically  oriented,  com- 
IJuter-savvy  youngster's. 
ECCENTRIC  ENERGY.  Like  many  small 
companies.  Wizards  has  had  its  share 
of  gi'owing  pains.  Even  though  it  has 
doubled  its  card  output  in  the  past  year. 
Wizards  admits  that  it  can't  catch  up 
to  this  year's  surging  demand.  Adkison 
recently  hii'ed  Joiner  Associates,  a  man- 
agement consultant  based  in  Madison, 
Wis.,  to  advise  liim  on  better  i>roduction 
procedures.  Meanwhile,  David  Lewis 
was  named  Wizards'  first  chief  financial 
officer'  last  yeai\  A  20-year  business  vet- 
eran who  has  worked  at  several  Seattle- 
area  companies,  Lewis  says  the  biggest 
challenge  ahead  is  sorting  out  which 
opportunities  to  focus  on.  "We  are  in 
the  middle  of  completing  oui"  fii'st  strate- 
gic plan,"  says  Lewis. 

Despite  Wizards'  gi'owth,  Adldson  is 
detennined  to  maintain  its  entrei)reneu- 


CONJURERS:  Garfield  cuid  Adkisoit  pooled  their  savings  for  Magic 


rial  spirit.  He  encourages  a  corporate 
culture  that  combines  the  intellectual 
nerdiness  of  a  Microsoft  Corp.  with  the 
uninhibited  antics  of  a  nursery  school. 
Nerf  wars  occur  daily.  And  it's  not 
unusual  to  see  staffers  sporting  cos- 
tumes of  Magic  creatures,  such  as  the 
goat-like  Hurloon  Minotaur 

Tapping  that  eccentric  energy  is  cra- 
cial  if  Adkison  hopes  to  sustain  Wizards' 
gi'owth.  Wizards'  youthful  audience  isn't 
exactly  known  for  its  long  attention 
span.  Young  boys  are  always  looking  for 
the  latest  fad — and  they  don't  have  to 
look  far.  Wizards'  success  has  spawned 
over  a  dozen  competing  cai'd  games,  tsr, 
the  company  that  makes  Dungeons  & 
Dragons,  makes  two.  Its  most  popular: 
SpelMi'e,  another  fantasy  game  that  is  as 
yet  far  less  popular  than  Magic. 

To  help  sustain  Magic's  momentum, 
Adkison  is  taking  the  game  global.  It's 
now  available  in  seven  languages,  fi'om 
Japanese  to  Italian.  Wizards  also  entei'ed 


into  a  joint  venture  w 
Nightfall  Games,  a  Gl 
gow-based  game  develop 
to  extend  Magic's  appeal 
Europe.  And  Adkison 
counting  on  tournamen] 
In  August,  Wizards  sp(j 
sored  its  second  ann' 
world  championship  in  Ri 
ton,  wliich  attracted  pi: 
ers  from  19  countries 

Adkison  is  expand: 
Wizards'  bag  of  tricks 
Besides  Magic,  the  comj 
ny  markets  three  ot^ 
card  games.  And  it 
started     selling  bo£l 
games,  such  as  RoboRa  ^' 
in  which  robots  race  aljj^' 
an  obstacle  course. 
The  new  games  are  S( 
ing  well,  but  none  have  cast  the  sai 
spell  on  yoimgsters  that  Magic  has.  A  ' '''''' 
that  has  stirred  speculation  within 
game  industry  that  Adkison  may 
tempted  to  sell  out  to  a  manufactrff 
with  the  resources  to  finance  a  broac 
marketing  push.  Without  naming 
potential  suitors,  Adkison  says  he  I ' 
been  appi'oached.  But  he  insists  he's  i 


f  ill'  1 


!  ca 
New 
ment,  ( 
a  tb 
sfven 


ready  to  sell.  "I  think  we  ai-e  just  at  1 
begiiming  of  what  we  could  do  with  t: 
product,"  he  declares. 

Wizards  could  also  raise  capital  by  j " 
ing  public.  Adkison  says  that's  possil '^'^  IJ'^'i 
down  the  road.  But,  he  says,  Magic  ha  ^^i'*  ta 
strong  enough  cash  flow  to  expand  a  ^ 
comfortable  pace.  He  notes  that  Magic 
now  sold  by  major  retailers,  such  as  Tc 
'R'  Us  Inc.  and  software  stores.  That'!  • 
far  ciy  fi'om  hobby  stores  such  as  Gar  ^ 
Games.  If  he  can  find  even  more  o  '  flKs 
lets,  Adkison  may  yet  hold  off  the  (f 
that  Wizards'  magic  wanes. 
By  Seainia  Browder  in  Renton,  Wat 
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Wizards'  Growing  Kingdom 


GAMES  In  addition  to  Magic,  the  company 
markets  three  other  card  games.  Soon  to  be 
released:  NetRunner,  where  hackers  and 
corporations  vie  for  computer  data.  Has 
also  begun  selling  traditional  board  games, 
such  as  RoboRally,  in  which  robots  race 
through  an  ever-changing  obstacle  course. 

BOOKS  Through  a  joint  venture  with 
HarperCollins,  it  sells  a  line  of  paperbacks 
based  on  Magic.  Six  have  been  published 
so  far;  three  more  are  scheduled  for  re- 
lease by  February.  The  top-seller:  Forgot- 
ten Realms,  set  in  the  multidimensional 
universe  of  Dominia. 


MERCHANDISE  Calendars,  posters,  pins 
and  T-shirts  depicting  scenes  from 
its  various  fantasy  games  have 
been  a  big  hit. 

OTHER  Publishes  77?^  Duelist,  a  bi 
monthly  magazine  that  offers  tips  on 
game  strategy.  Acclaim  Comics  pub- 
lishes a  series  based  on  Magic  that  offers 
background  on  popular  card  characters. 
This  fall,  software  maker  MicroProse 
win  start  marketing  a  CD-ROM  ver-    SJJJSSf  at 
sion  of  Magic.  A  video-game  version    a  game 
based  on  the  characters  is  also  in  convention 
the  works. 
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SING  CHI-m  THE 
ET-TO  REBUILD 

/  a  quirky  trouser  retailer  got  back  in  business 


igging  out 
from  disas- 
ter— it's  a  com- 
mon experi- 
for  risk-taking 
■business  people, 
ew  have  had  to 
so  literally  as 
5nce  Ostrow.  In 
the  Santa  Cr  iz 
entrepreneur 
xmning  ChiPants 
?pts  Inc.  By  com- 
g  catchy  design 
New  Age  man- 
ent,  Ostrow  had 
a  thi-iving  $4  million  pants  business 
seven  Bay  Area  stores  and  an  in- 
ly loyal  following, 
t  in  a  mere  15  seconds,  all  that 
destroyed.  The  mammoth  earth- 
i  that  tore  through  San  Francisco 
'd  Ostrow's  business.  Although  his 
ers  take  their  name  from  chi,  a 
!se  concept  of  "life-animating"  ener- 
le  7.1-magnitude  temblor  packed 
energy  than  ChiPants  could  cope 
Within  a  year,  the  financial  after- 
;s  tumed  his  business  into  mbble. 
■  FIBER.  Now,  the  46-year-old  Os- 
is  launching  a  comeback.  But  this 
around,  he's  rebuilding  through 
arder  and — with  a  jump-stait  fi'om 
nternet — he's  off  to  a  rapid  start. 
chi  has  returned,"  he  says, 
what's  Ostrow's  product?  CliiPants 
lacks  tailored  with  a  looser-fitting 
li.  A  onetime  teacher  of  yoga  and 
Age  "movement,"  Ostrow  fii-st  de- 
d  a  pair  for  himself:  He  wanted 
s  with  the  comfort  of 


boo  among  his  enthusiastic  young  staff, 
and  his  pants  were  sewn  locally  using 
100%  natural  cotton  and  hemp.  Osti'ow 
also  adroitly  marketed  his  Eastern-in- 
spired philosophy,  promising  that  the 
pants  would  help  weai"ers  fi'ee  theii'  own 
life  energy.  By  late  1989,  with  monthly 
sales  at  10,000  pairs,  Ostrow  had  hired 
an  outside  ceo  to  manage  gi'owth. 
But  the  quake  had  other  plans.  The 


COMEBACKS 


Santa  Cruz  mall  where  Os- 


tpants  that  could  be    trow's  flagship  store  was  lo- 


to  work.  They  quickly  caught  on 
graying  hippies.  New  Age  devo- 
and  so  many  Bay  Area  computer 
ssionals  that  they  became  knowi 
lacker  slacks."  "I  spend  a  lot  of 
sitting,"  says  Palo  Alto-based  com- 
•  consultant  Hugh  Daniel.  "They're 
nly  pants  I  buy." 

iny  also  liked  Ostrow's  politically 
ct  way  of  working:  His  stores  were 
id  in  earth  tones,  hierarchy  was  ta- 


cated  was  leveled,  and  his  nearby  coipo- 
rate  offices  were  condemned.  His 
manufacturer  was  destroyed.  With  pro- 
duction stopped,  Ostrow  racked  up 
$500,000  in  losses  in  less  than  two 
months.  Short  on  cash,  he  shut  his 
stores  one  by  one.  In  July,  1991,  he  de- 
clared bankruptcy. 

But  in  eai'ly  1994,  Ostrow  began  trav- 
ehng.  From  Japan  to  South  Africa,  he 
saw  people  in  ChiPants  and  he  leamed 


they  still  had  a  following.  When  he  re- 
turned to  California  in  late  1994,  he  dug 
out  a  customer  list  and  started  up  again. 

Ostrow  began  by  calling  his  old  cus- 
tomers and  soon  had  orders  for  120 
pau's.  He  boiTowed  $15,000  fi'om  fiiends 
and  cut  sample  patterns.  Then,  Ostrow's 
renewed  clii  really  kicked  in:  In  search 
of  a  manufacturer  that  would  make  a 
small,  400-pair  run  for  him,  he  called 
an  old  sup]ilier:  Seymour  Jaron,  owner 
of  S.J  Manufactuiing  Inc. 
in  San  Francisco.  For  a 
plant  that  normally 
makes  orders  of  10,000 
or  more,  that  was  a 
money-losing  proposi- 
tion. But  Jaron  remem- 
bered ChiPants — and 
owned  a  pair.  He  and 
anothei'  investor  decided 
to  buy  a  20%  stake  in 
Ostrow's  new  company. 
FLOODED.  More  good 
fortune  followed.  A  fan 
130sted  a  message  on  the 
WELL,  a  popular  online 
service,  announcing  C'hi- 
Pants  was  back  in  busi- 
ness. Ostrow  was  flood- 
ed with  E-mail  asking 
where  to  buy  them.  Al- 
though he  had  planned 
to  sell  only  through  maU 
order,  Ostrow  realized 
his  niche  customers 
were  more  computei-lit- 
erate  than  most.  He 
drew  up  an  Internet 
marketing  plan  and  got 
a  friend  to  create  a  site 
on  the  World  Wide  Web. 
Himcb'eds  of  browsei-s  now  look  at  the 
site  daily.  Ostrow  can't  yet  take  orders 
online,  but  customers  can  download  order 
fomis  or  request  swatches  of  ChiPants' 
fabrics.  Moi-e  important,  Ostrow  is  rapid- 
ly building  a  customer  list  at  a  fraction  of 
the  cost — and  time — that  more  tradition- 
al methods  would  have  taken.  "It's  elec- 
tronic word  of  mouth,"  he  says. 

Still,  Ostrow  has  a  long  way  to  go. 
Mai'gins  remain  slim,  and  cash  flow  tight. 
With  a  new  mail-order  catalog  due  out  in 
October,  monthly  production  will  hit 
3,000  pairs.  By  spring,  Ostrow  aims  to 
be  back  to  10,000  pairs  a  month.  And 
with  no  patent,  anyone  could  copy  his 
pants  if  he  does  succeed.  But  for  now, 
Ostrow  has  little  time  to  wony  about  ri- 
vals. "I'm  just  tiying  to  gi'ow  this  com- 
pany in  doable  steps,"  he  says.  Presum- 
ably, he's  wearing  the  loose-fitting  garb 
that  will  make  those  steps  comfortable. 

By  Julie  Tilsner  in  New  York 


COMFORT  ZONE 

Ostrow-an 
erstwhile 
teacher  of 
yoga-wanted 
trousers  with 
the  flexibility 
of  sweatpants 
that  could 
also  be  worn 
to  work 
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You  pr<>l)ably  spt  iul  more  time  choosing  paper  True,  vou  have  bigger  things  to  worry  a 

I'or  your  bathroom  than  vour  ofliee.  (Hnmi,  let's  at  work  than  which  jjaper  to  buy.  But  it's  an 
see,  this  one's  two-ply  but  thai  one  seents  softer...)        decision  once  you  know  what  to  look  for. 
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MORE  CAREFULLY^ 


:)ok  for  whiteness,  so  your  printouts  are  bright  il  \'ou  want  your  documents  to  carry  some.  And  if 
larp.  Look  for  strength,  so  the  paper  IP^QSS/II  '^'^'^^  seems  a  lot,  just  look  for  Hammermill. 
tjamyoiu- equipment.  Ix)ok  for  weight,    ^^^^nHi^l    You  don't  even  have  to  squeeze  it  to  decide. 

For  free  samples  and  information  on  where  tu  buy  Hammermill  paper,  call  1-800-242-2148.    international^)  paper 
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NETWORKING:  A  GIANT  STEP 
FOR  THE  SMALL 

Getting  wired  can  be  daunting,  but  even  a  one-person  operation  can  reap  big  benefits 

Agents  at  Khn  Dawson  Agency  Inc. 
in  Dallas  used  to  tack  elaborate 
flow  charts,  each  2'A  feet  long,  to 
the  office  wall  to  keep  ti'ack  of 
which  of  115  models  were  hired  for 
particular  fashion  photo  shoots.  The 
decidedly  manual  system  forcec 
agents  to  wander  around  the 
room  when  booking  models,  of- 
ten stumbling  over  telephone 
cords,  checking  a  dozen  dif- 
ferent charts  to  make  sure  a 
model  wasn't  committed.  Now 
and  then,  though,  agents  dou- 
ble-booked, forcing  embarrassing 
cancellations  later. 

In  1991,  though,  the  agency  viitu- 
ally  ehminated  the  double-booking 
problem  by  installing  12  personal 
computers  and  a  Novell  Inc.  network 
that  linked  its  11  agents.  How?  A  local 
programmer  developed  software  that 
checked  to  see  whether  models  were 
already  booked  before  they  could  be 
committed  to  a  job. 

The  benefits  of  the  system,  which 
cost  the  agency  $50,000,  didn't  stop 
there.  Computer  systems  manager  Tam- 
my Meche  says  the  network,  which  also 
allows  agents  to  do  bookings  faster,  has 
helped  Dawson  push  sales  up  more  than 
50%  in  the  past  four-  years,  to  a  pro- 

NETWORKING  ^'^'^^'L^^  ™f  °" 
  m  1995 — without 

adding  any  new  agents.  Says  Meche: 
"We  probably  couldn't  have  done  it 
without  the  network." 

The  lesson?  Networking  technolo- 
gies— local-area  networks  (lans),  client- 
server  systems,  electronic  mail — aren't 
just  for  big  companies.  Businesses  as 
small  as  a  single-person  shop  can  reap 
tremendous  benefits,  including  faster' 
time  to  market,  higher  productivity,  and 
closer  contact  with  customers,  by  draw- 
ing on  the  same  communications  infra- 
structure that  companies  such  as  ;>M, 
Citibank,  and  Caterpillar  have  deployed. 
It's  possible  to  l)ecome  wired  for  as  little 
as  $100— or  as  much  as  $500,000— de- 
pending on  your  ambitions. 

Getting  the  technology  right  is  never 
easy,  but  it  can  be  especially  daunting 


LOCAL-AREA 
NETWORKS 

PORTABLE 
COMPUTERS 


E-MAIL 


FAX 


GROUPWARE 


Tools  for  the  Information  Age 

If  the  business  is  big  enough  to  have  several  computers,  link  them  to- 
gether in  networks  that  allow  co-workers  to  easily  share  information  and 
computing  resources. 

Notebook  computers  can  keep  the  salesforce  plugged  into  the  home  of- 
fice. Handheld  data  terminals  and  personal  digital  assistants  can  be 
had  for  a  few  hundred  dollars  and  can  be  used  by  low-skilled  workers  to 
gather  data  in  the  field. 

A  cheap  and  easy  way  to  stay  in  touch  with  customers  and  suppliers. 
Small  businesses  can  buy  electronic-mail  services  from  telephone  com- 
panies or  use  the  Internet  through  a  variety  of  providers  including  online 
services  such  as  CompuServe,  America  Online,  or  Prodigy. 

Don't  want  to  stand  at  the  fax  machine  all  day  sending  faxes?  Convert  a 
PC  to  a  "fax  server"  that  can  do  the  job  of  a  dozen  separate  fax  ma- 
chines— and  relay  incoming  fax  messages  to  any  computer  on  the  net- 
work. An  alternative;  use  a  fax  service  such  as  AT&T  Mail  to  do  the  job 
for  you. 

Even  a  small  business  with  100  to  200  employees  can  benefit  from 
groupware  programs  such  as  Lotus  Notes.  It's  a  good  way  for  employees 
to  swap  information  and  collaborate. 
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Now  ttie  hardest  thing 
)out  shipping  is  mastering  the  complexities 

of  the  double  did, 


<^\0??%     Introducing*  FedEx  Skip,' 


tke  revolutionary  new  desk- 
top skipping  software  from 
idEx.  Now  witk  FedEx  Skip,  you  can  liandle 
-tually  any  aspect  of  skipping  a  package  witk 
it  a  few  ckcks  of  your  mouse. 


Losing  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skipping 
lakels  and  prints  tke 
your  own  laser 
printer.  Maintains 
kase  of  your  customers.  Sckedules  pickups, 
tracks  and  confirms  deliver)'  of  your  packages. 
All  faster  and  easier  tkan  ever  kefore.  Witkout  so 
muck  as  picking  up  tke  pkone.  FedEx  Skip. 
Once  you  get  tke  dciukle  click  down,  it's  a 
wkole  new  way  of  skipping  packages.  For  a 
free  copy  of  FedEx  Skip  software  ior  Windows 
or  Macintosk,  just  call  F800-GO-FEDEX*  or 
download  at  kttp://www.fedex.com. 


Federal  Express 

Our  Most  Important  Package  Is  Yours.' 


JUST    POINT,  CLICK   AND   S  H  I  P. 


ideral  Express  Corporahon.    Windows  is  a  traJemartot  Microsoft  Corp,    MacintosK  is  a  registered  trademarl;  o(  Apple  Computer,  Inc.    TDD  I-J?U0-235>-44til 
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for  small  businesses.  Many  smaller  com- 
panies don't  have  the  in-house  talent  to 
get  wii'ed  and  keep  a  network  humming. 
Or  top  management  may  be  so  swamped 
with  other  problems  that  it  can't  spare 
the  time  to  learn  the  benefits  of  net- 
work technology.  And  small  businesses 
have  little  margin  for  error:  A  botched 
network  project  that  might  cost  a  big 
corporation  a  penny  of  quarterly  per- 
share  earnings  could  wipe  out  a  small 
one.  So  it's  no  sui'jjrise  that  many  small 
businesses  simply  avoid  thinking  about 
networking.  That  could  be  a  big  mis- 
take, says  Clark  Witmer,  vice-president 
for  logistics  at  Morton  Metalcraft  Co.,  a 
$55  million  sheet-metal  fabricator  in  Mor- 
ton, 111.:  "Small  businesses  won't  gi'ow 
these  days  unless  they  construct  the 
right  technological  platform." 

When  it  comes  to  getting  networked, 
in  fact,  small  businesses  can  have  some 
big  advantages.  In  many  cases,  a  small 
outfit  hasn't  been  using  technology  for 
long,  so  it  "doesn't  have  to  plan  around 


an  installed  base,"  says  Andersen  Con- 
sulting networking  specialist  Christo- 
pher Teeter.  That  means  smaller  compa- 
nies can  buy  what  works  best  for  them 
without  won-ying  about  the  thorny  net- 
work-integration questions  that  bedevil 
large  corporations  with  "legacy"  com- 
puter systems.  And  lack  of  knowledge 
about  how  to  install  the  system  isn't 
the  drawback  it  once  was:  There  are 
thousands  of  small  consulting  fu-ms  and 
lots  of  network-literate  college  graduates 
to  help  out — for  a  price,  of  course. 
CUSTOMIZED  SETUPS.  Good  planning, 
though,  is  essential.  Just  ask  Koch  Sup- 
plies Inc.,  a  $70  million  manufacturer 
and  distributor  of  butcher  supplies 
based  in  Kansas  City,  Mo.  When  Koch 
needed  new  software  to  run  its  net- 
work—which handles  eveiything  from 
order  entiy  to  shipping — the  company 
hired  software  maker  J.  D.  Edwards  & 
Co.  to  do  a  needs  assessment  and  pulled 
in  Aithvu-  Andersen  to  run  software  tri- 
als. The  selection  process  alone  cost 


Koch  $200,000,  but  it  allowed  the  compa- 
ny to  choose  and  customize  a  software 
package  that  has  dramatically  boosted 
the  number  of  orders  it  can  process  in  a 
day— to  50,000  from  1,000.  Vice-Presi- 
dent John  Starr  figiu'es  the  system  will 
cut  inventory  costs  by  $100,000  annual- 
ly and  save  $100,000  in  labor  costs. 

Still  not  ready  for  such  a  big  commit- 
ment? You  can  still  get  started  in  net- 
worldng — by  simply  opening  an  E-mail 
account.  E-mail  and  fax  sei-vices  allow 
small  companies  to  vastly  impi'ove  theii- 
contact  with  customers  and  suppliers. 
Sharper  Finish  Inc.,  a  $4  million  Chica- 
go manufacturer  of  commercial  laundry 
equipment,  uses  AT&T  Mail  to  fax  de- 
livery schedules,  product  announce- 
ments, and  price  information  to  its  175 
worldwide  distributors.  Before  signing 
up  for  the  service  last  year,  the  compa- 
ny typed  up  newsletters  and  sent  them 
via  mail  or  fax.  Now,  an  assistant  types 
a  newsletter  into  a  computer  and  sends 
it  out  over  the  at&t  network.  "We  get 


information  into  om-  distributors'  hands 
much  more  quickly  now,"  says  Vice- 
President  Craig  Roberts. 

So  what  kind  of  network  is  the  right 
kind?  That  depends  on  what  a  business 
wants  to  do.  Simple  E-mail  is  a  must 
for  a  one-person  office,  while  a  LAN  could 
be  important  in  a  business  with  as  few 
as  three  employees  where  co-workers 
need  to  shai'e  infonnation.  Mark  Ingwer, 
a  consultant  who  does  market  i-esearch 
for  telecommunications  companies,  uses 
CompuSeive  Inc.'s  E-mail  sei'vice  to  send 
l^roposals  and  queries  to  clients.  Compu- 
Serve, which  costs  him  $10  a  month,  also 
gives  him  access  to  the  infoiTnation-rich 
Intemet.  Recently,  he  pulled  infonnation 
on  what  the  optimal  applications  are  for 
wireless  data  communications  off  the 
Net.  The  information  he  has  gleaned 
fi-om  the  Net,  he  says,  "has  helped  me 
put  together  some  smart  proposals." 

Small  businesses  don't  have  to  shy 
away  fi;'om  more  sophisticated  technolo- 
gies, either.  Audits  International  Inc., 


which  conducts  food-safety  inspection 
for  restaurant  chains,  including  Tao 
Bell,  equips  each  of  its  120  inspector 
with  a  Newton  handheld  personal  digitt 
assistant  fi'om  Apple  Computer  Inc.  am 
a  Canon  Inc.  printer  The  combinatio: 
allows  the  inspector  to  print  a  report  o: 
the  spot  for  restaurant  managers,  ens 
bling  them  to  address  any  problems  iir 
mediately.  In  the  past,  when  inspector 
used  multipage  forms,  it  took  seven 
days  to  get  out  a  report. 
MORE  SUPPORT.  Still,  adopting  networl 
ing  technology  doesn't  necessarily  lea 
to  corporate  nirvana.  It's  easy  to  stun 
ble.  When  Chicago-based  Assist  Nel 
work  Development  Inc.,  an  installer  ( 
computer  and  telephone  cabling,  decide 
it  needed  to  get  more  data  to  its  natioi 
wide  offices,  the  company  installed  L( 
tus  Development  Inc.'s  Notes,  a  populj 
groupware  software  program  that  a 
lows  people  to  work  together  on  doci 
ments  and  schedules.  But  the  com.pan 
which  expects  to  post  sales  of  $10  mi 
lion  this  year,  budgeted  on) 
$50,000  for  a  project  that  hf 
now  eaten  up  over  $300,000  ar 
taken  nine  months.  The  prol 
lem?  Executives  became  s 
enamored  with  Notes  capabi 
ities  that  they  kept  orderir 
consultants  to  wiite  more  app' 
cations  for  them.  "We  didn 
have  proper  controls,"  says  ci 
Stephen  Watkins. 

In  general,  groupware  pr 
sents  big  networking  challengi 
for  small  business.  Most  gi'ou; 
ware  systems  requii'e  admini 
trators  to  keep  them  cuirent — and 
stop  them  from  running  amok.  Th: 
adds  a  layer  of  cost  that  small  busines  | 
es  need  to  consider,  says  Todd  Miller, 
partner  in  Revere  Group,  a  comput  j 
consulting  fii-m  in  Northbrook,  111.,  th 
put  in  its  own  Lotus  Notes  system  la  i 
yeai'.  The  system's  complexity  forced  tl 
fiiTO,  which  is  100  consultants  strong,  i  J 
hire  extra  support  staff.  "It's  an  inevitM 
ble  and  necessary  evil,"  says  Miller.  | 
But  would  Miller  junk  his  systerl 
No  way.  He  says  Revere  consultanl 
now  use  the  Notes  system  to  swap  ii  ^ 
formation  that  allows  them  to  soil 
thorny  issues  and  write  better  pr  p| 
posals — ^just  like  bigger  rival  Andersj 
Consulting,  whose  Notes-based  systci  !i; 
is  one  of  the  industry's  best.  And  th|l 
may  be  the  ultimate  benefit  of  netwoiri  0 
ing  technology  for  small  businesses:  li 
gives  them  many  of  the  resources  I 
their  bigger  rivals,  without  all  the  bs| 
gage  that  comes  with  size.  | 
By  Kevin  Kelly  in  Chical 


NET  GAINS:  Good  planning  is  essential, 
and  small  fry  have  some  advantages  in 
communications.  Unlike  big  companies, 
for  example,  they  don't  have  to  deal  with 
a  mass  of  old,  outdated  equipment 
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Take  the 
401  (k)  plan 
odyour  agenda, 
and  put  it 
on  ours. 


A  401  (k)  plan  should  be  a  benefit — not  a 
burden  —  to  growing  companies.  Fortunately, 
the  T.  Rowe  Price  Century  Plan  '  is 

comprehensive  in  its  features  and  invest- 
ment options —  yet  simple  to  implement 
and  maintain. 

From  establishing  the  plan  to  conducting 
annual  compliance  testing,  the  Century  Plan 
was  designed  to  take  most  of  the  work  off  your 
plate  and  put  it  on  ours.  Your  employees  will 
have  the  confidence  that 

comes  with  building        ^"^'^^^f  With  Confidence 

T.Roweftice 


portfolios  that  can  help  them  meet  their 
retirement  savings  goals,  and  you'll  have 
more  time  for  running  your  business. 

When  you  choose  T.  Rowe  Price  as  your  plan 
provider,  you  and  your  employees  have  a  single 
reliable  source  of  retirement  information.  And, 
of  course,  you  also  have  access  to  one  of  the 
nation's  largest  families  of  no-load  mutual 
funds.  Put  T.  Rowe  Price  to  work  for  you. 

Call  1-800-831-1462 
to  receive  your 
CefituryPlan  Kit. 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  CEN()27500 


An  AS/400®  Advanced  Series  Solution 


Behind  the  success  of  Jack 
and  Bill  Mitchell  in  building 
their  clothing  store 


is  their  ability  t( 
identify  all  the  cour 
gentlemen  in  the  ai 


They  were  also  the  first  to  see  that 
their  AS/400  Advanced  Series  let  them 
develop  a  huge  direct  mail  database  of 

customers  without  a  computer  stall. 


From  the  beginning,  the  Mitchell  family 
has  made  a  sale  the  old-fashiimed  tray  — 
know  each  customer  individually  and  help 
them  choose  exactly  n  hat  they  n  (uil. 

W  hich  was  easy  ichen  the  Westport, 
Omnecticut,  store  opened  in  lOfili  with  three 
suits.  But  today,  icith  50.001)  customers,  how 
do  they  keep  the  personal  louch  e 

With  a  business  computer  syslen}  called 
AS/400  Advanced  Series. 

W^ith  it.  the  Mitchell  family  and  their 
employees  know  which  customer  likes  irhich 
designer  and  ccui  mail  word  of  their  new 
lines.  They  know  birthdays  aiul  anniver- 
saries, so  they  c(ui  send  greetings. 

More  remarkably,  they  are  able  to  main- 
tain this  database  (uul  get  daily  sides  reports, 
without  a  computer  staff. 

I  he  reasons  '.''  The  Mitchells' 
AS/400  Advanced  Series  is  both  pon  erfid 
and  simple.  It  comes  preloaded  irilh  the 
softu  are  .Jack  and  Hill  need.  \nd  it  runs  so 
relicd)ly..it  has  never  needed  repair 

If  y<^u'd  like  to  control  (ujd  nnuuige  a 
grouing  business  while  keeping  the  hunmn 
touch,  cidi  us  at  I  800  IBM-:m3.  e.xt.  HA  15.5. 
Or  visit  inir  home  page  at  http:// www.as400. 
ibm.com 


Solutions  lor  a  small  planet 
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WHY  JAPAN  HASN'T  CAUGHT 
SMALL-CAP  FEVER 

Strict  rules  and  a  preference  for  the  tried  and  true  make  startup  funds  hard  to  come  by 


It's  the  sort  of  outfit 
that  investment  bank- 
ers love  to  take  pub- 
lie.  Tokyo's  Impress 
Group  has  10  computer 
and  music  magazines,  in- 
cluding Japan's  fii'st  Inter- 
net title,  a  flourishing  CD- 
ROM  business,  and  even  a 
popular  Godzilla  screen- 
saver.  Thanks  to  the  cur- 
rent boom  in  personal- 
computer  sales  in  Japan, 
Impress,  with  sales  of 
$49.4  million,  predicts  its 

JAPAN 

  rise  54%  this 

year,  to  $3.7  million. 

So  is  founder  and  self- 
proclaimed  computer  nut 
Keiichiro  "Ken"  Tfeukamo- 
to,  38,  tapping  Japan's  $4 
trillion  equity  market  to 
bankroll  expansion  plans 
into  Internet  home-shop- 
ping? Probably  not.  Tsu- 
kamoto  launched  his  busi- 
ness in  1991  by  using 
revolving  bank  credits  and 
by  dipping  into  the  $150 
million  in  stock  he  carried 
away  from  AS{ni  Corp., 
another  comi)uter-maga- 
zine  publisher  he  helped  found.  'T  was 
very  lucky,"  he  admits.  But  given 
Japan's  stringent  listing  requu'ements — 
plus  investor  jitters  about  the  country's 
economic  prospects — all  he  can  do  right 
now  is  dream  of  selling  new  shares  to 
the  public.  "We  would  like  to  go  public," 
says  T^ukamoto,  "but  it's  unlikely,  be- 


TSUKAMOTO:  "Publishers  aren  't  rcalh)  considered  fiytancialltj  secure 


cause  publishers  aren't  really  consid- 
ered financially  secure." 
HIGH  HURDLES.  Indeed,  Japanese  gTOwth 
companies  such  as  Impress  have  to  sm'- 
vive  pretty  much  by  their  own  wits — 
and  often  from  their  own  pocketbooks. 
Only  those  with  $2  million  in  equity  and 
a  year's  worth  of  profits  before  listing 


have  been  able  to  co 
out  on  Japan's  over-th 
counter  market.  Rules 
even  tougher  on  the 
kyo  Stock  Exchange's  s 
ond  section,  where  midsi 
companies  trade.  Secon 
section  issuers  must  ha^ 
$10  million  in  equity  ai 
three  straight  years 
profits  to  gain  listings. 

Few  startups  can  m.al 
it  past  such  formidab 
obstacles.  That's  why  tl 
average  age  of  compani 
listing  on  the  OTC  mark 
is  20  years,  vs.  5  f 
America's  NASDAQ.  Wor 
Japan's  venture-capit 
market  has  declined 
the  economy  has  tanke 
falling  from  $9  billion 
1992  to  about  $6  billi 
in  '95. 

The  dearth  of  funds  h 
sent  some  compani 
abroad  in  search  of  cas 
Kobe's  Muramoto  Indu 
tiy  Co.,  a  maker  of  chas 
for  videocassette  recoi 
ers,  went  to  the  Th 
stock  market  to  raise 
million  for  a  plant  nei 
Bangkok.  Other  outfits  such  as  Biomafc 
rial  Co.,  a  high-tech  speciahst  in  ceUi 
lose-based  materials,  have  even  consi( 
ered  seeking  a  nasdaq  listing. 

That  small  companies  are  lai'gely  shi 
out  fi'om  raising  capital  in  Japan  is  b' 
coming  a  concern  foi'  policymakers  tn 
ing  to  pull  their  countiy  out  of  its  Ion 


The  Struggle 
for  Cash 
Among 
Startups 


DATA:  BUSINESS  WEEK 


FRONTIER  MARKET 


Starting  in  November,  small 
companies  with  no  profit 
track  record  can  list  on  this 
new  market. 

Downside:  Disclosure 
requirements  too  skimpy 
to  lure  most  investors. 


TOKYO  STOCK  EXCHANGE 


TSE  may  launch  second 
section  for  small-cap  stocks 
in  1996.  Will  attract  some 
companies  with  proven 
earnings  records,  but  other 
promising  ones  won't 
qualify. 


VENTURE  CAPITAL 


A  slew  of  funds  has  come 
online,  but  overall  venture 
capital  has  declined  since 
1992.  Commercial  banks 
will  lend  only  in  small 
amounts  to  no-name 
entrepreneurs. 
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HOW  do  YOU  GET  the  S  A  M  E   I  N  S  U  R  A  N  C  E 
POLICY  to  COVER  ALL  of  THESE  BUSINESSES? 

EASY,  YOU  DON'T. 


SELECT  CUSTOMER 


It  ii'iHiD  be  iiufHhhnhle  to  uTtte  a  .niiijle  iiuitirance  policy 
that  coverj  the  nee(\i  of  every  hiuitiie.u  out  there.  So  at 
T  Hartford,  we  (h>ii  t  even  try. 

fiidteac),  we  offer  a  wide  rancje  of  eoniniereial  proihict.i  and  ,iervice,i  tailored 
specific  indu,itrie,i.  From  property,  auto,  and  liability  uhuiranee  to  workers 
npen^iation.  And  if  you  call  your  local  ITT  Hartford  agent,  we'll  even  provide  you 
'/?  a  free  Ridk  Alanagement  Guide  to  help  you  evaluate  the  e.xpo.iurej  of  runntncj 
^niall  biuiinchi. 

At  ITT  Hartford,  we  believe  a  cjood  in,^nirance  policy  .ihoiild  conform  to  your 
;dj.  Not  the  other  way  around. 


ITT  HARTFORD 
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OHKI  OF  NIPPON  LSI  CARD:  "Japanese  investors  expect  sure  I'et urns' 


economic  slump.  With  large  manufac- 
turers laying  off  workers  at  home  and 
moving  production  offshore,  any  new 
jobs  that  Japan  Inc.  creates  ai-e  likely  to 
come  from  smaller  fry.  Yet  they're 
starved  for  capital.  "This  is  the  first 
time  I've  seen  the  number  of  business 
failures  exceed  startups,"  laments  Ryu- 
tai'o  Hasliimoto  of  the  Ministiy  of  Inter- 
national Ti-ade  &  Industry  (miti). 

Still,  there  are  signs  that  the  capital 
squeeze  may  be  easing.  Wlien  an  eco- 
nomic recovery  looked  as  if  it  was  be- 
ginning last  year,  Tokyo's  second-sec- 
tion index  vaulted  30%  at  one  point. 
Wlien  the  recoveiy  fizzled,  so  did  the  in- 
dex, which  is  currently  about  40%  of 
its  1995  peak.  Now,  with  equities  re- 
covering, as  interest  rates  fall  and  as 
the  yen's  strength  ebbs,  a  slew  of  small- 
company  funds  is  emerging.  Daiwa  Se- 
curities Co.  and  Yamaiclii  Secmities  Co. 
have  raised  about  $300  million  for  then' 
venture  funds.  Nomura  Securities  Co.'s 
Jafco  unit  has  taken  20  companies  pub- 
lic since  April. 

MOUNTING  PRESSURE.  Ti-ouble  is,  com- 
panies that  do  gain  listings  are  big  and 
established  by  U.  S.  standards.  And  the 
economic  signs  point  to  even  more  pres- 
sure on  small  companies.  Bratal  cost- 
cutting  campaigns  by  big  Japanese  com- 


panies mean  they  are  dumping  smaller 
suppliei's  at  home  for  more  affordable 
Asian  counterparts.  In  addition,  a  flood 
of  cheap  imports — everything  from  Eu- 
ropean lager  beers  to  Armani  suits — 
has  touched  off  widespread  "price  de- 
struction" that's  battering  the  lower 
end  of  the  corporate  chain.  "Small  and 
medium  enterprises  are  where  the 
brunt  of  the  restructuring  is  taking 
place,"  says  Morgan  Stanley  &  Co. 
economist  Mineko  Sasaki-Smith. 

To  help  out,  MITI  guaranteed  more 
than  $200  million  in  small-business  loans 
in  1994,  and  plans  to  step  up  aid  this 
year,  paiticularly  to  pi'omising  high-tech- 


BRIGHTER  OUTLOOK? 

As  interest  rates  fall 
and  the  yen  loses 
some  of  its  strength, 
the  capital  squeeze 
may  be  easing  up 


lour 


nology  companies,  miti  also  led  a  rr. 
sion  to  the  U.S.  to  study  nasdaq.  A 
a  new  stock  market — dubbed  Ni 
Frontier — aimed  at  nourishing  you 
companies  with  risk  capital,  will  sti 
trading  in  November. 

MITI  and  the  Ministry  of  Finance  p 
moted  the  idea  without  first  consult] 
Japanese  brokers,  who  contend  tl 
most  conservative  Japanese  investe 
won't  go  for  the  shares  of  unseason 
stailups  with  no  record  of  profits.  B 
kers  are  insisting  that  New  Front 
companies  come  up  with  audited  fin 
cial  statements  as  the  price  of  listing 
A  more  promising  avenue  for  n( 
listings  might  be  a  plan  by  the  Tok 
Stock  Exchange  to  start  an  offshoot 
its  second  section — one  with  looser  li 
ing  requirements.  "A  lot  of  compani 
could  go  right  on  that  list,"  says  Pj 
Heston,  a  venture-capital  analyst 
Deutsche  Bank.  The  market  won't 
under  way  until  1996  at  the  earliest,  j 
So  it  may  be  some  time  before  Japfi 
catches  the  kind  of  small-cap  fever  tlr 
has  fii'ed  mai'kets  in  the  U.  S.  While  t 
Nikkei  stock  average  has  recovered  tl 
year  to  the  18,000  level,  that's  only  h: 
its  record  level  of  1989.  And  most  Ja] 
nese  investors,  having  been  burned,  a 
sticking  to  blue  chips.  "Japanese  inve 
tors  expect  sure  returns,"  says  Shii  ffliliii 
Ohki,  president  of  Nippon  Lsi  Cai"d  In  ^^^^^^ 
which  is  developing  a  digital  came: 
that  can  take  pictui'es,  store  themi,  ai 
transmit  them  over  a  telephone  line. 

Of  coui'se,  companies  deemed  stratej 
cally  important  by  miti  are  getting 
helping  hand.  Take  the  Japan  High-Tei 
Satellite  Network,  whose  parent  cor 
pany,  JTAS,  is  60%-owned  by  MiTi  ai 
other  companies  such  as  NEC  Corp.  ai 
Mat.sushita  Electric,  miti  sees  JTAS, 
producer  of  scientific  videos,  as  a  pror  TC  Stf 
ising  entrant  in  the  global  multimed 
boom.  The  official  blessing  helped  .m 
raise  $5  million  in  staitup  money  in  199  '"1 
It  will  get  an  additional  $2  million  ne:^ 
month  from  the  governmei 
agency  to  launch  an  ambitioi 
project  to  dovvnload  its  vide( 
by  satellite  to  university  ar 
business  users  in  Japan  an 
elsewhere  in  Asia.  But  most 
Japan's  small  companies,  lor 
on  promise  but  short  on  profit 
are  pretty  much  on  their  owi 
Until  Japan  has  something  lil* 
a  NASDAQ  that  rewards  inve; 
tors  who  bet  correctly  on  th 
next  Sony  Corp.,  the  nation 
entrepreneurs  face  an  uphi 
battle  for  cash. 

By  Brian  Bremner  in  Toky 
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Advantages  For  Small  Business  Owners 

Save  On  Taxes  While  You 
Save  For  Retirement 


Lt  Tax  Savings 

four  Small  Business 

iiidl  business  owner  or  self-employed  individuiil 
Ji  Uike  adviuitiige  of  tax  savings  oppoitiinities  by 
ng  in  a  Fidelity  retirement  plan  for  the  self-employed, 
delity  SEP-IRA  iillows  you  to  make  tax-deductible 
ibutions  of  up  to  $22,500  per  paiticipiuit  each  yeiu; 
Hie  Fidelity  Retirement  Pkin  (Keogli)  billows  up  to 
[)0  per  panicipiuit  each  yeai'.'  And  any  earnings  in 
ilans  grow  tax-deferred. 

e  Stock  Funds  With  No  Sales  Charge 

y  has  waived  the  sales  charges  on  more  than  a  dozen 
fiinds  for  retirement  investors  when  you  invest 
'h  ceitiin  Fidelity  retirement  plans, '  such  as  The 
y  Keogli  and  The  Fidelity  SEP-IRA. 


Ifs  Easy  to  Get  Started  With  A 

Fidelity  SEP-IRA  or  Keogh 

If  you  would  like  further  information  on  how  to  set  up  a 
plan,  Ciill  our  toll-free  number  to  sjjeak  with  a  Retirement 
Speciiilist,  or  visit  us  at  one  of  our  conveniently  located 
investor  centers. 

Tiying  to  decide  wliich  tax  adviui- 
taged  retirement  pl;m  is  best  for  your 
business  or  practice?  Ask  for  our 
free  guide,  Retirement  Plans 
for  he  Self -Employed. 

If  you  already  have  a  Keogli  or 
SEP  pl'cUi  at  '.mother  institution, 
consider  transfening  it  to  Fidelity 
todiiy  so  you  cm  tiike  adviintiige  of  all 
that  Fidelity  has  to  offer  Call  today  for  your  free  fact  kit. 


Visit  a  Fidelity  Investor  Center  or  Call 

1-800-544-5373 


Fidelity 


inuestments' 


>r  a  FREE  Keogh  or  SEP  Fact  Kit  and  a  current  fund  prospectus  w  ith  more  complete  infonnation.  including  charges  and  expenses.  Read  the  prospectus  carefully 
;  you  invest  or  send  money. 

an  yt-ars  k'ljinning  on  or  after  I/IAH,  ihc  maxinnim  compensation  on  wliidi  coiitrihnlioiis  can  he  liased  is  $  1 50, 000.    -This  offer  applies  lo  certain  Fidelity  retirement  plans 
ted  and  distrihiited  ilirectly  hy  Fidelity  .  Fidelit\  Magellan  Fund,  Fidelity  New  Millennium ' "  Fund,  and  Fidelity  Select  Portfolios  "  are  e.\cluded.  Call  lor  details, 
y  Distrihutors  Corporation.  <S2  Devonshire  St.,  Boston,  MA  02 100. 
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is  a  silly  g 
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GWCf/^/^-rH      Let's  face  it, 

designed  to  get 

A-^-iu         small  and  medium-  tllC  lotemet 

\ized businesses  up 

„nd running  on  j^g  g  SCaty 
the  Internet, 

quickly  end  easily.  thing  tO  dive 


IGloUl  Village 
|6lot»lCt">ei- 


into.  But  now,  one  company  cuts  through 
all  the  confusion  to  give  you  a  complete 
service  that's  both  easy  to  understand  and 
designed  specifically  for  your  small  or 
medium-sized  business.  So,  now  is  the 
perfect  time  to  dive  in  with  Global  Village's 
GlobalCenter  '  Internet  services. 

What  iTiakes  GlobalCenter  so  unique 
is  that  it's  a  completely  integrated  solution 
that  gets  your  whole  office  up  and  running 
on  the  Internet  in  short 
^       ^        order.  You  can  exchange 
^Cl     ^        e-mail  with  colleagues 
V/  and  customers  around  the 

^  ^  world,  access  competitive 

information,  industry  in- 
sights and  late-breaking 
news,  and  create  a  home 
page  that  will  give  your 


Global  Village  has  won 
dozens  of  awards 
and  rnillions  of  loyal 
customers  with  our 
easy-to-use  com- 
munications products. 


titer  net 


company  presence  on  the  World  Wide  Web.- 
With  GlobalCenter,  you  get  a  start-up 
package,  complete  with  all  the  hardware 
and  software  you'll  need,  and  your  choice 
of  different  subscription  plans.  This  allows 

you  to  start  small 
and  grow  as  you 
discover  how  the 
Internet  can  make 
your  business  more 
productive.  Then, 


GlobalCenter  gives 
your  business  worldwide 
Internet  services  such  as 
global  e-mail  and full 
World  Wide  Web  access. 


once  you're  up  and  running,  we  can  serve 
as  a  single  point  of  contact  for  all  your 
Internet  needs. 

If  you  sign  up  before  12/31/95,  we'll 
even  waive  your  start-up  fee  ($499  value) 
with  a  one-year  subscription.  To  get  more 
details,  call  1-800-640-4562,  ext.  6350,  or 
come  visit  our  World  Wide  Web  site  at 
http://www.globalvillage.com/gc/ent.hrml. 

There's  no  Get  your  feet  wet.  sign 

up  before  12/31/95, 
better  way  and  we'll  waive  the 

GlobalCenter 

to  get  your  ^tan-upfee. 
business  on  the  Internet 
than  GlobalCenter.  And  no  better  time  to 
take  the  plunge. 


se. 


Global  Village 
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Roundtable 


WHO  SAYS  WASHINGTON 
IGNORES  SMALL  BUSINESS? 

Conference  organizer  Alan  Patricof  sees  a  brightening  picture 


As  the  overseer  of  $2  billion  in  ven- 
ture-capital investments,  Alan  J. 
Patricof  didn't  need  anything  else 
to  do.  But  for  the  past  two  years,  he 
has  spent  his  downtime  organizing  the 
Wliite  House  Conference  on  Small  Busi- 
71  ess,  a  process  that  drew  together  more 
than  20,000  small-business  people,  cul- 
minating in  a  Washington  meeting  in 
June.  The  result:  60  proposals  that  have 
been  forwarded  to  Congress  for  consid- 
eration. Here's  what 
Patricof  told  Assistant 
Managing  Editor  Sarah 
Baiilett  and  Department 
Editor  Amey  Stone  about 
the  conference  and  the 
state  of  small  business: 

Q:  Now  that  you've  recov- 
ered a  bit,  was  it  all 
worth  it? 

A:  Everyone  told  me  that 
the  1986  White  House 
Conference  on  Small  Busi- 
ness was  a  veiy  big  disap- 
pointment, because  the 
President  and  the  Vice- 
President  were  both  out 
of  town.  In  fact,  it  was 
held  during  the  summer 
recess,  so  Congi-ess  wasn't 
even  there.  Everybody  re- 
membered the  fact  that 
there  had  been  no  real 
participation  by  the  gov- 
ernment. And  small  busi- 
ness really  was  very  neg- 
ative and  skeptical  I  think  the  fact 

that  the  process  worked  this  time  [both 
the  President  and  Vice-President  at- 
tended] wa.s  a  major  accomplishment.  I 
think  a  lot  of  people  became  more  com- 
fortable with  the  whole  Washington  pi'o- 
cess  and  found  out  that  it's  more  user- 
fiiendly  than  they  realized  and  that  a  lot 
of  thin.i!:s  are  possible. 

Q:  What  in  patiiculur  do  you  think  has 
gotten  better? 

A:  I  think  there  have  been  improve- 
ments— dramatic  improvements — in  reg- 
ulation and  papemork.  You  know,  it's 
very  hard  when  you're  a  small  business 
used  to  complaining  and  wanting  to  im- 


pact change,  to  recognize  that  some  of 
the  changes  have  already  taken  place, 
or  that  legislation  may  have  passed  al- 
ready. Foi-  example,  the  Pi-esident  passed 
the  targeted  capital-gains     ISSUES  & 

bill,  which  reduced  the   

capital-gains  tax  by  50%  on  investments 
in  small  companies.  Well,  people  were 
complaining  all  tlii'ough  the  conference — 
not  coni]3laining,  recommending  lower- 
ing the  lax  fur  investing  in  small  compa- 


CuiTency  has  been  reducing  papei-woj 
for  getting  loans,  so  you  don't  have  to 
tlii'ough  tlu-ee  different  agencies  and  yj 
don't  have  to  get  an  appraisal  on  yc 
house.  Things  like  that. 

Q:  What  is  your  soise  of  how  compe 
live  America's  smxill-business  sector 
compared  with  Europe's  or  Asia's? 
A:  Oh,  I  think  we're  way  ahead.  The 
tality  of  the  entrepreneuiial  motivati 
in  this  country  is  far  beyond  what  it 
anywhere  else  in  the  world — becau 
failure  is  more  acceptable  here.  You 
TRENDS    ^^^^        start  again  he 

  much  more  easily  th 

you  can  in  Europe — although  it's  b( 
ter  there  than  it  was  20  years  ago 
day,  you  start  up,  you  raise  money,  a 
if  the  company  fails,  you  end  up  owi:  tei 
the  bank  money,  and  nobody  likes 
do  that.  But  you  can 
backing  again  and  sta 
again,  whereas  in  Euroj  f5 
if  you  fail,  it's  very  ha 
to  do  it  a  second  time 
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nies.  But  they  have  it  already!  Now, 
whether  they're  using  it,  that's  another 
matter. . . .  The  same  thing  with  regula- 
tion. There  has  been  a  lot  of  reduction,  I 
mean  a  lot!  The  most  significant  reduc- 
tion has  been  in  the  banking  area.  At 
the  direction  of  the  President  and  also  on 
his  own  initiative,  the  Comptroller  of  the 


1S.1 

ilei,  ar, 
lii'e 

Q:  Given  how  much  tit  increas 
you've  spent  chairing  in 
Wh  ite  House  conferem  sss  sto 
how's  your  own  busine 
doing? 

A:  My  business  [Patric  k 
&  Co.  Ventures]  hasi 
suffered.  We  have  over  up 
billion,  of  which  .$700  m  illy 
lion  is  in  the  U.S.  0 
[lortfolio  here  tends  to  it 
more  broadly  diversifit  imm 
In  Europe,  for  instam  lier  < 
our  funds  invest  mu  \i 
less  in  the  type  of  enti  Hen's 
j  ii'eneurial  startups  th  F),  a  [ 
we  do  here.  Here  we'  ip,faii! 
investing  in  health  caiinca 
technology,  and  retail  co  alutii 
cepts.  And  we  invest  n  'i 
just  in  early-stage  situ 
tions;  we  do  early-to-later-stage.  In  E  k 
rope  oui'  investments  are  more  in  latf 
stage,  consumer-type  industries.  li 
really  almost  restructuring  the  middl 
size,  family-size  companies  that  are  ta 
ing  in  outside  capital  and  expanding. 

Q:  How  have  the  returns  on  yov.r  fum  Huil 
been? 

A:  We  have  an  annual  35%  net  intern 
rate  of  return,  which  is  very  unusu 
in  the  U.  S.  And  that's  a  fund  that 
now  almost  seven  years  old.  We've  h; 
several  successes  in  that  fund,  but  hi| 
tech  has  been  part  of  it  and  so  has  r 
tail.  In  Europe,  our  return  has  be<  1 
closer  to  18%  to  20%  net  a  year.  Jetj 
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Finance 


NEW-GIRL'  NETWORK 
TARTS  TO  TAKE  ROOT 

in  SBA  loans  to  tech  support,  female  entrepreneurs  are  finally  getting  respect 


fter  Michelle  Berry 
was  fired  in  1993 
from  her  sales  job 
I  with  a  coffee  equip- 
distributor,  she  boi'- 
1  $15,000  fi-om  family 
riends  and  pluckily 
?d  her  own  business 
isaling  espresso  ma- 
s  to  restaurants,  ho- 
and   stores.  Two 
later,  Java  Traders 
s  nearing  $1  million 
es,  and  Berry  needs 
re  more  employees 
ncrease  inventory. 
1  against-the-odds 
ss  story?  No  thanks 
ocal    banks,  who 
led  her,  says  the  30- 
old  Arvada  (Colo.) 
ent.    "I    was  too 
g  of  a  woman  in  a 
y  male-dominated 
ess,"  she  says.  Beriy 
't  been  in  business 
enough,  banks  said, 
her  assets  weren't 
i  enough.  Luckily, 
en's   Equity  Fund 
),  a  Denver-area  venture-capital 
),  came  to  the  rescue  with  ventm*e 
ng,  a  guarantee  for  a  bank  loan — 
I  lot  more,  wef  helped  her  compu- 
hire  a  bookkeeper,  and  market 
products.  "Any  question  I  have, 
re  there  to  support  me,"  she  says, 
ising  money  for  small  businesses  is 
ting  for  any  entrepreneur,  but,  as 
/  learned,  it's  particularly  vexing 
omen.  Although  they  WOMEN 


BERRY:  Shunned  by  banks,  rescued  bij  Women's  Equity  Fund 


own  40%  of  U.S.  ENTREPRENEURS 

esses  and  start  them    on  loans 

as  often  as  men,  women  have  not 

welcomed  by  traditional  sources 
ancing  such  as  banks  and  venture 
alists.  According  to  a  recent  study 
le  National  Association  of  Women 
less  Owners  (nawbo),  52%  of  wom- 
itrepreneui's  turn  to  credit  cai'ds  to 
ce  their  businesses,  vs.  18%  for  all 

businesses. 

t,  the  path  to  financing  is  widening. 


More  banks  are  lending  to  small  busi- 
ness, and  a  few  venture  firms  are 
targeting  female  entrepreneurs.  The 
Small  Business  Administration  rolled 
out  some  programs  that  facilitate  lend- 
ing to  women,  and  organizations  are 
surfacing  to  offer  technical  support  for 
women  to  start,  run,  and  expand  their 
businesses. 

That's  a  turnabout  for  many  banks, 
which    have  eschewed 
small  fii-ms.  The  interest 
of  less  than 
$50,000  usually  doesn't  cover  the  pro- 
cessing costs.  And  banks'  lending  cri- 
teria, often  tailored  to  larger  compa- 
nies, frequently  don't  apply.  Worse  yet, 
because  they  predominantly  start  ser- 
vice businesses,  women  often  lack  the 
hard  assets  banks  require  for  collateral. 
And,  according  to  nawbo's  study,  one- 
third  of  women  entrepreneurs  still  "per- 
ceive some  degi'ee  of  gender-based  dis- 


crimination ft'om  their  fi- 
nancial institution." 

But  moves  are  afoot  to 
lower  the  banking  barrier. 
On  Sept.  20,  Wells  Fargo 
&  Co.  announced  a  new 
$1  billion  fund  to  lend  ex- 
pansion funds  to  compa- 
nies owned  by  females. 
"Women-owned  business 
is  a  large  and  growing- 
market,"  says  Terri  Dial, 
executive  vice-president 
iif  the  Business  Banking 
<  iroup  at  Wells  Fargo, 
"and  it's  not  well-served." 
BoiTowers  need  good  per- 
sonal and  business  credit 
and  to  have  been  in  a 
profitable  business  for  two 
years.  At  least  one  other 
bank,  Hairis  Bank  Corp. 
in  Chicago,  has  formed  a 
unit  solely  to  lend  women 
amounts  ranging  from 
$10,000  to  a  few  million. 

Wells,  the  lai-gest  lend- 
er to  small  business,  cut 
the  cost  of  such  loans  by 
automating  the  process, 
screening  for  promising  recipients,  and 
sending  out  a  direct  mailing  of  prequal- 
ified  loan  applications — the  way  banks 
do  with  credit  cards.  Other  banks,  such 
as  Bank  of  Amei'ica  Corp.  and  PNC 
Bank  Corp.,  have  boosted  small  busi- 
ness lending. 

NEW  INITIATIVES.  Many  entrepreneurs 
have  turned  to  the  sba,  which  guaran- 
tees 70%  of  a  bank  loan.  But  although 
women  have  been  starting  businesses 
in  record  numbei's,  until  1993  they  were 
getting  only  8%  of  SBA-guaranteed  loans. 
The  SBA  raised  that  percentage  to  al- 
most 25%  by  1995  with  new  initiatives 
such  as  the  Women's  Pre-Qualification 
and  Low  Documentation  loan  programs. 
Thi'ough  the  foiTner,  in  effect  in  16  cit- 
ies, the  SBA  gives  a  preliminary  com- 
mitment to  guarantee  a  loan  before  the 
entrepi-eneur  approaches  a  bank.  What 
has  made  the  biggest  difference,  says 
deputy  administrator  Cassandra  Pulley, 
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is  a  simplified,  low-documenta- 
tion process  for  loans  undei' 
$100,000.  The  old  12-page  appli- 
cation has  been  replaced  by  a 
one-page  form.  "That  made  it  a 
lot  easier  for  banks  to  process 
the  loans,"  she  says. 

Venture  capital  is  the  tough- 
est source  of  financing  for  entre- 
preneui's  to  crack,  because  inves- 
tors covet  rapidly  growing 
companies  in  areas  such  as  high 
tech  that  can  deliver  better-than- 
market  retui-ns.  But  two-thirds 
of  women-owned  businesses  re- 
main in  low-gTowth  ai'eas  of  retail 
and  services.  Moreover,  the  ven- 
ture community  has  always  been 
clannish.  Of  the  2,000  profession- 
als in  ventiu-e-capital  finns,  fewer 
than  .50  women  are  decision-mak- 
ing, deal-doing  j^aitnei's,  according 
to  Sona  Wang,  a  principal  at  In- 
roads Capital  Paitners,  a  $50  mil- 
lion Evanston  (111.)  fimd.  "A  lot  of 
guys  know  how  to  get  on  the  net- 
work," says  .NAWBo's  ventm-e-caj)- 
ital  Haison  Beth  Kljajic,  who  has 
started  several  businesses  of  her  own. 
"I  didn't  even  know  the  network  exist- 
ed— and  there's  no  women's  version." 

But  some  are  trying  to  redress  this 
problem.  Inroads  Capital  looks  for 
women-  and  minority-owiied  businesses, 
which  are  "vastly  underserved  by  the 
institutional  marketplace,"  says  Wang.  It 
funds  companies  with  several  million  dol- 
lars in  revenue  that  want  to  raise  $1 
million  to  $10  million.  Other  venture 
gi'oups  tai'geting  women  include  Denver- 
based  Women's  Ec(uity  Fund,  which  has 
raised  $750,000  in  ec|uity  financing  and  is 
working  with  the  Bank  of  Boulder  and 
Nonvest  of  Coloi'ado  to  provide  debt  fi- 
nancing as  well.  Pi'esident  Annette  Taylor 


O'ROURKE: 


thinks  investing  in  women-owned  busi- 
nesses gives  WEF  an  edge:  It's  a  "niche 
market  that  has  not  ah'eady  been  ex- 
ploited," she  says.  And  Blue  Chip  Ven- 
tiu'e  in  Cincinnati  has  a  $15  million  oppor- 
tunity fimd  designated  for  women  and 
ininority-owned  businesses. 

Also  promising  for  startups  is  Chicago- 
based  Investors'  Circle,  a  nonprofit  net- 
work of  investors  who  invest  in  socially 
responsible  businesses,  including  many 
owned  by  women,  says  Executive  Du'ec- 
tor  Susan  E.  Davis.  Women  entrepi'en- 
eure  submit  a  company  description  that  is 
circulated  to  150  potential  investors  na- 
tionwide. "Oiu-  members  invest  in  seed 
stage,  startups,  expansion,  and  mezza- 


Where  Women  Can  Turn  for... 


VENTURE  CAPITAL 


WELLS  FARGO  NAWBO  PROGRAM  WOMEN'S  EQUITY  FUND 

800  359-3557  ext.  120  Operates  a  $1  303  443-2620  $750,000  fund;  also 

billion  loan  pool  for  women  with  estab-  offers  loans  with  local  banks 

hshed  busmesses  and  good  credit^ _  _  _  inroadS  CAPITAL  PARTNERS^ 

WOMEN  INCORPORATED  708  864-2000  $40  million  fund; 

800  930-3993  $150  million  loan  backs  established  businesses 

pool,  health  plans,  credit  cards  and  ,nvesTORS'  CIRCLE  708  876TwY 
other  service  (membership  $29)  o     i  *  ■      <  u  * 
  Circulates  summaries  of  businesses  to 

WOMEN'S  COLLATERAL  FUNDING  150  prospective  investors 

21 5  772-1 900  Guarantor/partner  for  g^UE  CHIP  OPPORTUNITY^  FUND  '  ' ' 

women  v.ho  are  turned  down  for  bank  723-2300  $10  million  fund; 

loans  only  because  they  don  t  have  ,  , 

collateral  targets  women  and  minorities 


nine-level  financing,"  says  Dav 

Two  other  organizations 
addressing  another  perenn 
l)roblem  for  women  entrepn 
eurs:  the  lack  of  collatei-al.  Wo 
en  Inc.  in  Long  Beach,  Cal 
steers  members  to  a  $150  n 
lion  loan  pool  from  the  Mon 
Store  Inc.,  an  official  sba  lend 
which  uses  the  Low  Doc  p: 
gTam  to  qualify  loans  on  the  1 
sis  of  personal  credit,  the  bi 
ness  plan,  and  the  ability 
repay  fi-om  cash  flow,  rather  tl 
collateral.  Women  Inc.  also  p: 
vides  referrals,  technical  suppc 
and  benefits  such  as  health  a 
and  discount  business  servi( 
for  a  $29  annual  fee. 

Likewise,  Women's  Collate 
Fimding  in  Pliiladelpliia  is  rais; 
a  million  dollar  fund  to  buy  c 
that  serve  as  collateral  for 
male  entrepreneurs  who  ha 
none,  but  otherwise  would  qui 
fy  for  bank  loans.  In  exchan 
wcF  takes  a  small  equity  or  n 
alty  stake  in  the  company. 
SHARPENERS.  Probably 

for  womei 


I 


I 


SKILL 

biggest  financial  barrier 
even  those  with  an  mtricate  knowlec 
of  their  own  businesses — remains  th 
ignorance  about  how  to  craft  a  busini 
plan,  make  pi'ojections,  or  seek  outs 
financing.  However,  many  organizatic 
exist  to  teach  these  skills.  Tlie  Ameri( 
Women's  Economic  Development  Co 
(AWED)  in  New  York,  Los  Angeles, 
Washington,  the  Women's  Business  I 
velopment  Center  in  the  Midwest,  £ 
NAWKO  all  provide  referrals  or  classes 
how  to  get  financing. 

So  it  appears  that  a  "new-giii  n 
work  is  finally  starting  to  take  rc  ,Noor 
Consider  Nancy  O'Rourke.  After  1 
divorce  in  1990,  she  wanted  the  fl' 
ibility  to  raise  her  two  children  wl 
she  worked.  The  Long  Beach  (Cal 
singer  started  Mr.  Cat  Productions,  s 
plying  and  operating  sound  equipm 
for  concerts  and  speeches.  In  the 
ginning  she  financed  the  company  fr  | 
job  to  job.  In  1993,  she  took  awe 
course  called  Managing  Youi-  Busin 
and  learned  crucial  skills  in  recordke 
ing  and  targeted  marketing.  She  a 
compiled  a  two-inch-thick  bu.siness  pi  tir,isn 
At  AWED  she  met  Executive  Direc 
Judith  Luther  Wilder,  who  soon  left 
start  Women  Inc.  That's  how  O'Rouj 
found  out  about  the  Money  Store 
got  the  $75,000  loan  to  expand  into  re 
ing  sound  equipment.  For  hei;  the  n 
network  is  already  paying  dividends 
By  Pam  Black  in  New  Y> 
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The  pictures  my  user  scanned  into  me  were  awful.  My  exotic  sports  cars  looked 

ike  74  Gremlins.  But  with  plcturcs  from  iTiy  new 

DC40  camera,  I  look  good.  My  newsletters  are 

so  sharp  and  colorful,  I  bet  that  cute  PC  next  door  will  notice  me  now. 

—  Apple  Power  Macintosh  7500 
Newsletter  publisher 


No  one  knov/s  more  about  digital  pictures  than 

computer  experts  who  use  them  everyday. 

And  they  know  that  the  Kodak  Digital  Science™ 
]40  camera  takes  incredibly  clear,  sharp  digital 
:ures  at  an  affordable  price.  Just  point,  shoot,  then 
g  into  your  computer.  Presto.  Vivid,  colorful  pictures 
all  your  communications  and  presentations.  Instantly. 

And  adding  new  imaging  components  to  your 
:em  is  no  problem  either.  With  Kodak  Digital  Science 
)to  CDs,  thermal  printers,  and  CD  writers,  you  can 
e  a  fast,  easy,  and  affordable  digital  imaging  system 
It  on  your  desktop  computer. 


Kodak  Digital  Science  products  do  more  than  just 
make  your  work  look  better.  They  make  your  computer 
come  alive.  To  find  out  more,  contact  your  dealer  or  visit 
us  on  the  Worldwide  Web  at  http://www.kodak.com/ 


Capacity: 

48  high-resolution 

Depth: 

6.1  inches 

99  snapshot-resolution 

Width: 

5.3  inches 

Image  size: 

756  X  504  resolution 

Height: 

2.2  inches 

Bit  depth: 

24-bit  color 

Weight: 

1  pound 

Memory: 

4  MB  RAM 

Compatibility: 

PCs  and  MACINTOSH 

Flash: 

4  to  9  feet 

computers 

Batteries: 

4  AA  lithium 

Kodak  ck 

digital  science  \J 


informatron,  call  1  ■800-322-21 77  ext  203  in  the  U  S  In  Canada,  call  1-800^65-6325  ext  36100 
ligilal  Science  and  the  ds  monogram  symbol  are  trademarks  of  the  Eastman  Kodak  Company 
in  Kodak  Company.  1995 
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view  brought  to  you  by  new  IVIicrosoft  Office 


Introducing  new  Microsoft  Office 

for  Windows  95 


Software  that  removes  the  barriers  between  people  and  the  full  potential  of  their  applications. 

It's  not  about  new  buttons  and  features.  It's  about  software  that  reveals  its  capabilities  and  features.  Features 
that  make  users  more  productive.  IntelliSense'"  technology  makes  everyday  tasks  as  basic  as  entering  text  easier. 

Spell-checking  and  formatting  happen  automatically,  on  the  fly.  Built-in  wizards  walk  users 
through  more  complex  tasks  step-by-step.  Tasks  like  building  a  relational  database  from 
scratch,  setting  up  a  meeting,  or  building  a  presentation.  When  users  have  questions 
about  how  to  do  something,  they  ask  the  new  Answer  Wizard,  in  their  own  words.  "How 
do  I  get  this  page  to  print  sideways?"  It  shows  them  how.  It  frees  M.I.S.  people  from 
time-consuming,  repetitive  questions.  The  new  Office  Binder  lets  users  create  a  single 
document,  using  files  from  different  applications.  They  can  save  it  and  print  it  as  one. 
In  other  words,  the  software  now  conforms  to  the  task.  To  the  user.  That's  why  research  shows  users  are  now 
37%  faster  at  creating  and  editing  documents,  managing  files,  and  analyzing  data  with  new  Microsoft®  Office." 


With  Office  as  your  desktop  standard,  the  door  Is  wide  open 
between  users  and  the  information  they  need  to  do  their  jobs. 

Because  Microsoft  Office  supports  open 
standards,  users  can  access  data  on 
individual  desktops  or  mainframes,  inside 
company  servers,  or  somewhere  on  the 
Internet.  With  the  Microsoft  Exchange  Inbox 
in  Windows  95,  they  can  use  Microsoft  'Word 
as  their  e-mail  editor,  taking  advantage  of 
its  powerful  formatting  options  and  flexibility  to  better  express  ideas, 
to  pass  along  information.  Working  together  becomes  more  collaborative, 
more  seamless.  Different  people  can  work  on  the  same  Microsoft  Excel 
spreadsheet  lists  simultaneously.  Presentation  Conferencing  in  PowerPoint® 
lets  people  hold  meetings  and  make  compelling  presentations  without  ever 
leaving  their  offices.  Microsoft  Schedule+,  a  new  member  of  the  Office  suite, 
lets  them  arrange  meetings  without  ever  making  a  phone  call.  With  common 
tools,  people  communicate  more  effectively.  Work  together  more  effectively. 


Microsoft 


WHERE   DO  YtlL'   WAN!    rO   CO  TODAY? 


i\'-'i-,v:>  .'ind  inure,  go  to  mtp.V/wwvMnicrosoft.Com/n'isofftce. 
;  '  c       CoiO'it,ij*to[i.  An  ri,'.iht£  reserved.  Microsoft.  PowerPoint,  Visual  Basic.  Windows,  and  the  Witidows  logo  are  registered  trademarks  and  IntelliSense.  the  Windows  Stef 

,id  vV/  i-/--'  Oo  Yo'i  W.-mi  To  Go  Today  ?  aie  liademsrhs  of  Microsoft  Corporation.  *  Accordirvg  to  a  test  conducted  by  Kelly  Set  vices.  '■: 


Build  custom  applications  that  reflect  the  way  your  company  works,  that 
streamline  specific  taslts,  that  help  you  implement  your  corporate  strategy. 

Using  Visual  Basic®  for  Applications,  OLE  automation,  and  the  preexisting  programmable 
objects  inside  Office,  your  company  can  build  customized  applications  for  inventory  tracking, 
sales  force  automation,  and  executive  reporting.  Use  3,000,000  lines  of  existing  code  to 
build  them  quickly  and  cost-effectively,  to  avoid  the  development  backlog  almost  every 
.igipg^  «  company  experiences  today.  Build  them  out  of  the  familiar  Office 

applications  that  people  inside  your  company  use  every  day. 
Custom  applications  that  can  take  advantage  of  IntelliSense,  built- 
in  wizards,  and  Office  integration.  More  than  500,000  developers 
currently  use  Microsoft  Office  as  a  development  platform,  because 
it  enables  companies  to  respond  faster  to  competition  and  to 
implement  corporate  strategies  m  months,  not  years. 


Office 


Now  'you  can  take..! yll  advantagi  df  Windowl 

New  Microsoft  Office  was  designed  to  work  hand-in-hand  with  the  Windows*'  95  operating  system  and  its] 

simplified  user  interface.  Together  with  32-bit  performance,  long  filenames,  shortcuts,  and  the  advancedi 

4 

multitasking  inherent  in  Windows  95,  new  Microsoft  Excel,  Word,  PowerPoint,  Microsoft  Access,  and  Schedule+l 
make  computing  fundamentally  easier  and  faster.  They  make  users  more  productive.  For  more  informatiorl 
regarding  the  productivity  advantages  of  Microsoft  Office  for  Windows  95,  call  800-607-6872,  Dept.  KHw| 
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At  Your  Service 


PHONE  BREAKS 
FOR  SMALL  BUSINESS 

Resellers  can  save  the  little  guy  a  bundle  on  long  distance 

Among  all  of  the  concerns  of  small- 
business  owners,  shopping 
for  long-distance  service 
might  not  rank  very  high. 
Siu"e,  small  companies  want 
the  lowest  possible  rates 
without  sacrificing  qual- 
ity, and  they  covet  800 
numbers,  calling  caixls, 
and  all  of  the  other 
services  that  big  busi- 
nesses take  for  gi'ant- 
ed.  But  few  modest-size 
entei-prises  can  afford  a 
dedicated  telecommunica 
tions  staff,  and  most  have 
been  happy  to  take  what 
they  can  get  from  AT&T,  MCI,  or  ^ 
Splint — even  if  better  deals  could  be 
found  elsewhere. 

Enter  telephone  resellers — about  800 
companies  that  primarily  cater  to  small 
and  midsize  businesses.  Rather  than 
building  their  own  networks,  resellers 
purchase  bulk  long-distance  capacity  at 
wholesale  prices  from  major  carriers, 
then  resell  the  service  to  small  busi- 
nesses at  discounts  of  10%  to  35%.  "A 
small-business  person  who  wants  to 
save  on  theii'  phone  bill  should  immedi- 
ately look  beyond  the  top  three,"  says 
Robert  Rosenberg,  president  of  market 
researcher  Insight  Research  Corp. 
HYBRIDS.  The  major  carriers  and  resell- 
ers are  partners  and  enemies  at  the 
same  time.  Indeed,  the  largest  long-dis- 
tance companies — the  Big  Three,  plus 
WorldCom,  Frontier,  and  LCI  Interna- 
tional— are  hybrids  that  routinely  sell 
directly  to  customers  in 
one    area    while  going 


force  continually  phone  in  using  co^mj 
calling-cai'd  rates.  Bill  O'Biyan,  the  oy 
er  of  a  swimming-pool  business  in  Loi 
ville,  switched  to  UniDial  Communi  i  , 
tions,  a  reseller  (using  WorldCom  In 
WilTel  network)  because  of  its  persoi 
ized  service.  Once  a  customer  of  at 
MCI,  and  Sprint,  O'Bryan  is  charj 
about  12(2  per  minute  by  UniDial,  do 
25%  to  30%,  he  says,  from  what 
Big  Three  charged. 

UniDial's  plans  are  fairly  ref 
sentative.  The  company's 
Plus  service  is  designed 
businesses  that  spend  m| 
than  $250  a  month  on  l(i| 
distance.  It  featui-es 
hour  customer  servij 
flat  rate  billing,  and! 
startup  fee.  Customj 
a)*e  billed  in  six-secq 
increments — after  anj 
itial  18-second  period  I 
domestic  calls.  Steer  ell 
of  companies  that  bill  bu 
nesses  in  anything  gi'eater  tn 
six-second  increments.  By  contr^ 
residences  usually  are  billed  in  one- 
ute  intervals. 

In  choosing  any  earner,  Robert  Sf 
president  of  Market  Dynamics  1 
Bethesda,  Md.,  pubhsher  of  Dr.  B<^ 
Long  Distance  For  Less  rate  guicf 
advises  owners  to  dissect  their  most  i- 
cent  phone  bills.  How  many  calls  ^ 
minute  do  you  make  to  a  satellite  oi$ 
or  area  of  the  country?  Do  you  ph(  i 

^  TELECOMMUNICATIONS  overseas? "Then, 
both    carriers  slug  it 


irT) . 


it  offers,  and,  of  course,  the  cost. 

As  usual,  read  the  fine  print,  and  if 
you  haven't  heard  of  a  carrier,  check 
references  and  call  the  Better  Business 
Bureau,  or  state  regulatoiy  commission. 
You  can  also  contact  the  Competitive 
Telecommunications  Assn.  or  the  Tele- 
communications Re 
sellers  Assn. 

Washington-based  industiy  gi'oups. 

Many  resellers  try  to  get  to  know 
their  customers.  Seattle-based  midcom 
Communications  dispatches  a  personal 
representative  in  20  cities  to  clients  who 
bill  more  than  $500  a  month,  midcom's 
rep  can  go  over  a  phone  bill  to  deter- 
mine, for  example,  whether  it  would  be 
cheaper  for  a  company  to  put  in  an  800 
number  rather  than  to  have  its  sales 


DIALING  FOR  DEALSl 


thi'ough  resellers  in  others. 


^  -    „      f  ,                If  you're  considering  a  reseller,  homework  is  in  order:  ,       ,     „  r  + 

Regardless  of  who  owns  ^  '_   ports,  such  as  a  hst  oi 


over  a  pricing  plan  that  best  suits  y^i- 
business'  calHng  patterns. 

One  warning:  If  you  make  a  lot 
international  calls,  you  might  want 
consider  one  of  the  Big  Three  or  a  lajjj 
second-tier  intemational  earner,  advit 
Robert  Mirani,  senior  teleeommunij 
tions  analyst  at  Yankee  Group  Inc.] 
Boston.  Smaller  resellers,  he  says, 
not  provide  much  of  a  break  on  ov 
seas  calls. 

Resellers  should 
provide  detailed  billing  j 


which  piece  of  what  net- 
work, long-distance  sei-vice 
has  become  a  commodity. 
Virtually  all  carriers  em- 
ploy fiber-optic  cable  and 
digital  switches  and  at 
times  route  calls  through 


SCRUTINIZE  your  previous  bills  to  determine  your  long- 
distance and  overseas  calling  patterns. 

CHECK  to  make  sure  that  you  are  billed  in  six-second 
increments,  and  compare  minimum  fees  for  short  calls. 


10  longest  calls  made  d 
ing  a  month  and  the  m 
frequently  dialed  ai 
codes  and  numbers.  ^ 
knows?  If  you  identify 
employee  who  abuses  y( 
good  gi'aces  by  calling  o 


DETERMINE  whether  a  reseller  offers  enhanced  billing  reports, 

■  cans  tnrougn    ^      detailed  accounting  codes  to  frequently  called  numbers.      ^rfofi^..^^^^^  r,.,-**^ 
other  earners  lines.  What   oi-state  cromes,  you  mi»^ 

save  even  more  moij 

than  you  were  banking ! 


matters,  then,  is  the  level 
of  customer  service  a  re- 
seller (or  major  carrier) 
can  provide,  the  features 


FIND  OUT  its  customer-service  hours  and  w/hether  you  can 
deal  with  a  specific  customer-service  representative. 


DATA  BUSINESSWEEK 


By  Edward  C.  Bi 
in  Neiv  Y(l 
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THE  UfsllVERSAL 
PRINTING  SOLUTION! 

•IBM  &  MAC  COMPATIBLE 
•DATABASE  MERGE. 
•NETWORKINI3 

PROCESS  &  SPOT 
COLOR  PRIIMTING  ON: 
LABELS.  POLYESTER, 

ACETATE,  PAPER, 


INSTANT  PUBLISHER  LTD,  No.  1  Tno  Terrace,  Christ  Church,  Barbados^West  Indies 
Tel:  CSG3]  43y-SOB3,  US:  1 -SOO-425-G 1  9 1  ,  Fax:  CSG9] 
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Wit's  End 


 TRUE  GRITS  

Few  things  are  more  annoying  than  a  government  regulation  that  consumes  time  and  energy  but 
seems  to  sei-ve  no  useful  purpose.  In  that  spiiit,  business  week  is  launching  Wit's  End,  a  new 
featui'e  that  shines  a  light  on  some  of  the  peskier  regs  out  there  that  make  you  scratch  your 
head,  exclaim  in  horror — or,  depending  on  your  sense  of  humor,  laugh  in  disbelief. 

Oui'  first  in  this  series  is  drawn  from  a  Food  &  Drug  Administration/ Agriculture  Dept.  regulation 
dating  back  to  1977  that  dictates  what  food  companies  can  label  and  sell  as  grits.  This  particular 
piece  of  oversight  was  uncovered  by  Vice-President  Al  Gore's  office  as  part  of  his  effort  to  stream- 
line government.  It  is  scheduled  for  demise — but  that  still  leaves  plenty  of  other  grist  for  this  mill. 


Grits,  corn  grits,  hominy  grits  is  the  food 
prepared  by  so  grinding  and  sifting  clean, 
white  corn,  with  removal  of  corn  bran  and 
germ,  that  on  a  moisture-free  basis,  its 
crude  fiber  content  is  not  more  than 
1.2%  and  its  fat  content  is  not  more  than 
2.25%  and  when  tested  by  the  method 
described  in  paragraph  (b)(2)  of  this 
section,  not  less  than  95%  passes 
through  a  #10  sieve,  but  not  more  than 
20%  through  a  #25  sieve. 

Paragraph  (b)(2):  Attach  bottom  pan  to 
a  #25  sieve.  Fit  the  #10  sieve  into  the 
#25  sieve.  Pour  100  grams  of  sample 
into  the  #10  sieve,  attach  cover  and  hold 
assembly  in  a  slightly  inclined  position. 
Shake  the  sieves  by  striking  the  sides 
against  one  hand  with  an  upward  stroke, 
at  the  rate  of  about  150  times  per  min- 
ute. Turn  the  sieve  about  one-sixth  of  a 
revolution,  each  time  in  the  same  direc- 
tion, after  each  25  strokes.... The  percent 
of  sample  passing  through  a  #10  sieve 
shall  be  determined  by  subtracting  from 
100%  the  percent  remaining  in  the  #10 
sieve.  The  percent  of  material  in  the  pan 
shall  be  considered  as  the  percent  passing 
through  the  #25  sieve.  (21  Code  of 
Federal  Regulation,  Section  137.230) 
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Would  you  please  tell  us  what  you  think  about  Enterpriset 


ENnRPRISE 


L.   Would  you  say  the  editorial 
content  of  Enterprise  was: 

□  Excellent 

□  Very  Good 

□  Good 

□  Fair 

□  Poor 

□  Don't  Know 

2.  Did  you  find  Enterprise: 
(Clieck  all  that  apply) 

□  Comprehensive 

□  Concise 

□  Easy  t(j  read 

□  informative 

□  Insightful 

□  Interesting 

□  Pertinent  to  my 
business  needs 

□  Useful 

□  Well  organized 

□  Other_  

3.  Next  to  the  editorial  subjects 
listed  below,  please  check  those 
topics  which  you  would  like  to 
see  more  of  in  Enterprise: 

□  Benefits/Health  insurance/ 
Retirement  plans 

□  Business  equipment 

□  Business  finance 

□  Company  profiles 

□  Computers  and/or  Software 

□  Economic  conditions 

□  Government  and  politics 

□  Industiy  trends 

□  International  business 

□  Legal  issues 

□  Marketing 

□  People  profiles 

□  Personal  finance 

□  Regulatory  changes 

□  Tax  issues 

□  Women  in  business 

Thanks  for  your  time  and 
thoughts.  Your  cooperation 
is  very  much  appreciated. 
Please  fax  back  this 
survey  to  516-935-4092. 


Just  fill  out  this  quick  one  page  "Fax-Back"  survey  and 
give  us  your  opinion.  Fax  it  to  516-935-4092.  If  you  do 
not  have  access  to  a  fax  machine,  you  can  mail  this 
survey  to:  Ms.  Patrice  Serret,  Business  Week  Enterprise, 
1221  Avenue  of  the  Americas,  40th  floor.  New  York, 
New  York  10020. 


ECUTIVI 


5a 


5b 


5c 


6. 


7. 


8. 


How  did  you  acquire  this  copy 
of  Enterprise: 

□  In  Business  Week  issue 

□  From  Office  Depot  store 

□  From  business  associate, 
relative  or  friend 

□  Other  

Would  you  like  to  see  future 
issues  of  Enterprise? 

J  \'es  J  No 

,  If  yes,  how  many  issues  per 
year  would  you  like  to  see? 

□  2     ^4  0  12 

.  Would  you  pay  a  modest 
price  for  a  subscription  to 
Enterprise  if  it  was  published 
as  a  free-standing  magazine 
dedicated  to  small  business? 

□  Yes  □  No 

Please  put  your  age  in  the 
space  provided: 


Are  you: 

J  Female 


□  Male 


What  is  the  highest  level  of 
education  you  have  attained? 

□  Some  High  School 

□  High  School  Graduate 

□  Some  College  (no  diploma) 

□  College  Graduate 

□  Some  Post  Graduate 

□  Graduate  Degree 

Do  you  work  primarily 
from  your: 

□  Home 

□  Office 


10.  If  you  primarily  work  in  an 
office,  do  you  also  do  work 
for  your  job  at  home? 

□  Yes      □  No 


11.  If  yes,  how  often  do  you 
work  at  home  for  your  job? 

□  Often  (several  times  each  weel 

□  Frequently 
(at  least  once  per  week) 

□  Sometimes 
(two  to  four  times/month) 

□  Occasionally 
(less  than  once  per  month) 

12.  Approximately  how  many 
employees  are  there  in 
your  entire  company? 


f 


fLoiii 


□  1 

□  2-4 

□  5-9 

□  10-24 

□  25-49 


□  50-99 

□  100-499 

□  500-999 

□  1,000  or  more 
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13.  Please  indicate  if  you  have  a!««ell 
of  the  equipment  listed  belo^nywas 
your  home  or  office?  It  ^  ai 

Home  QF^''*' 
Personal  Computers  □ 
(Desktop  or  Workstation) 
Personal  Computers  □ 
(Laptop  or  Portable) 
Modem  □ 
CD  Rom  Drive  □ 
Networking  Hardware/ 
Software  □ 
Copiers/Duplicators  □ 
Facsimile/Fax  □ 
TyiDewi'iters  □ 
Cellular  phones  □ 
Pagers^eepers  □ 
E-mail  system  □ 


asthi 


of  poor 
ioiisly  ? 
2  veai"! 


14.  Where  do  you  shop  for  your 
office  supplies? 

□  Office  Depot 

□  Office  Max 

□  Staples 

□  WalMart 

□  WholesaleAVarehouse  Club 

□  Local  Stationei-y  Store 

□  Other  
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CUTIVE  SUITE 


HE  FALL 

F  A  TIMBER  BARON 

^  Louisiana-Pacific's  board  decided  to  dump  Harry  Merlo 


arry  A.  Merlo  never  thought  it 
would  end  like  this.  Late  one  Fri- 
day in  July,  the  70-year-old  chief 
executive  of  Louisiana-Pacific 
.  was  summoned  to  a  meeting  of 
?*ortland  (Ore.)  lumber  company's 
].  Assembled  was  a  somber-look- 
ollection  of  close  fi-iends,  including 
d  test  pilot  ChiLck  Yeager  and  loy- 
isiness  associates  dating  back  20 
:  The  meeting  was  brief:  Dii'ec- 
asked  Merlo  and  his  top  two 
;nants  to  resign  immediately, 
as  a  complete  surprise  to  him," 
one  Merlo  associate  present, 
ry  was  devastated." 
le  boardroom  coup  marks  a 
ling  reversal  for  Merlo.  As  re- 
y  as  this  spring,  the  still-vigor- 
:eo  was  basking  in  the  glow 
seemingly  flawless  rise  from 
)f  poor  Italian  immigrants  to 
ously  successful  lumber  tycoon. 
1  vears  at  the  helm,  Merlo  had 


When  Harry 
Met  Trouble 

JO  Louisiana-Pacific  CEO 
■ry  Merlo  launches  "oriented 
ind  board,"  an  inexpensive 
wood  substitute.  By  1985, 
markets  OSB  as  exterior 
ise  siding,  and  OSB  becomes 
npany's  top-selling  product. 

)0-1994  Thousands  of  home- 
lers  in  Florida  complain  that 
s  siding  deteriorates  in  the 
nid  climate.  Three  class 
ions  are  filed.  One  has  been 
tied;  the  others  are  pending. 

51-92  Minnesota  Attorney 
leral  sues  LP  over  defective 
ing.  Company  settles,  agrees 
Day  for  repairs.  By  yearend 
has  paid  $22  million  to  set- 
OSB  claims  nationwide. 


made  over  lp:  By  relentlessly  pushing 
subordinates  to  boost  production  and 
making  risky  bets  to  develop  new  prod- 
ucts, the  hard-charging  former  Marine 
had  built  once-modest  LP  into  a  $3  bil- 
lion empire.  And  thanks  to  a  new  pro- 
cess for  making  wood  substitutes  that 
Merlo  had  pioneered,  1994  income  hit 
a  record  $347  million. 

An  admiring  board  rewai'ded  Merlo 


BITTER  TASTE:  Merlo  feels  betrayed,  friends  say 


generously:  His  1994  salar/  and  bonus 
hit  $5  million,  even  as  LP  provided  him 
with  such  perks  as  use  of  company  jets, 
a  107-foot  yacht  to  sail  the  Pacific,  and 
an  estate  in  the  tony  West  Hills  sec- 
tion of  Portland.  Over  the  years,  Merlo 
also  amassed  2  million  shares — a  1.8% 
stake  now  worth  $48  million. 

But  Harry  Merlo's  luck  was  already 
ninning  out.  For  years,  there  had  been 
troubling  reports  that  LP's  wood 
substitute — its  most  profitable  prod- 
uct— was  defective  when  used  as 
exterior  siding.  But  even  as  war- 
anty  claims  piled  up,  the  charis- 
matic Merlo  calmed  his  handpicked 
)ard  with  promises  of  improved 
[production  techniques. 
STACK  OF  SUITS.  Far  more  difficult 
to  explain  away  was  news  in  April 
liat  the  company  was  all  but  cer- 
ain  to  be  indicted  by  a  federal 
rand  jury  in  Colorado  for  envu'on- 
iiental  violations  and  fraud  involv- 


AUGUST,  1993  An  ex-employee 
sues  Merlo,  alleging  sexual 
harassment.  Merlo  and  the  com- 
pany refuse  to  comment,  and 
the  suit  is  pending. 

MAY-SEPTEMBER,  1995  With 
12  class  actions  alleging  defec- 
tive OSB  siding,  LP's  liability 
could  hit  $300  million.  As  liti- 
gation mounts,  LP's  board 
launches  internal  investigation. 

JUNE,  1995  Colorado  grand  jury 
indicts  LP  and  two  plant  man- 
agers for  environmental  viola- 
tions and  fraud  involving  OSB. 
With  OSB  now  accounting  for 
25%  of  LP's  $3  billion  sales, 
the  stock  tumbles  to  22  from 
all-time  high  of  44  in  1994. 

JULY  3  LP's  board  announces 
Merlo's  ouster  and  begins  search 
for  replacement. 

DATA.  COMPANY  REPORTS,  BUSINESS  WEEK 
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MULTIMEDIA 
CAN    BRING  ANY 
INFORMATION 
TO  LIFE. 
BUT  FIRST. 
SOMEONE 
HAS    TO  BRING 
MULTIMEDIA 
TO  LIFE. 


our  synclironous  DRAM 
,  it  s  perfect  for  lii^li-enJ 
timedia  applications, 
lut  as  today  s  applications 
line  more  and  more  compli- 
d,  tKey  recjuire  far  greater 
epower  (rom  processors  as 
At  NEC,  we  ofler  a  solution: 


offers  up  to  three  times  tke 
perfo,  •manee  of  tke  Pentium 
90  MHz  cKip.  Making  it  ideal 
for  even  tlie  most  advanced 
applications. 

of  course,  even  tlie  world  s 
most  powerlul  system  won  t  do 
vou  any  ^ood  if  you  don  t  liave 


uced  Instruction  Set  Com- 
no  (RISC)  microprocessors. 
Developed  in  con- 
junction 
witli 

MIPS 

IIFS/RISC  Teclinolodies 


a  display  tliat  can  brin^  it  all  to 
life.  And  that  s  wliere  NEC's 
Tliin  Film  Transistor  (TFT) 
technology  really  sliines.  In 
fact,  wlien  combined  witli  a 
special  analog  interlace,  our 
TFT  active-matrix  flat  panels 


color    (i.e.,  liow  tke  human  eye 
sees  it).  And  altl  lOU  ^li  th  IS  tech- 
nology is  used  primarily  in  note- 
boohs  now,  it  is  t^uichly 
heading 
toward 
worksta- 
tions and  RAMBL'S  DR.\M 
eventually  the  home,  where  it 
could  one  day  replace  current 
picture-tuhe  technology. 

lou  see.  at  NEC.  multime- 
dia is  more  than  just  the  latest 
huzzword,  it  s  a  company-wide 
commitment.  A  commitment 
to  making  sure  this  exciting 
technology  lives  up  to  its  lull 
potential.  Because  the  way  we 
see  it.  the  more  we  can  do  for 
multimedia,  the  more  it  can  do 
lor  you. 

And  isn't  that  what  it's  all 
ahout  in  the  first  place? 


SEE.  HEAR 


AND   FEEL  THE 


DIFFERENCE 


,  our  lastest  RISC  processor     actually  display  full  "natural 
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ing  its  manufacturing  processes.  That 
has  sparked  a  dozen  shareholder  law- 
suits. At  the  same  time,  the  stack  of 
homeowner  lawsuits  alleging  flawed  sid- 
ing was  growing  fatter,  while  a  1993 
lawsuit  charging  Merlo  with  sexual  ha- 
rassment had  never  been  resolved. 

Meanwhile,  increasingly  antsy  share- 
holders had  sent  LP's  shares  tumbhng 
from  an  all-time  high  of  44  in  early  1994 
to  22  last  spring  (chart,  page  92).  Final- 
ly, David  E.  Nelson,  a  principal  with  In- 
vestment Counselors  of  Maryland  Inc. 
and  one  of  LP's  biggest  shareholders, 
sent  Merlo  a  letter  requesting  a  meeting. 


of  the  University  of  Virginia's  business 
school.  An  envii-onmental  specialist  invit- 
ed onto  the  board  by  Merlo  in  1993, 
Guiton  Hill  is  the  only  board  newcomer, 
and  she  spearheaded  the  investigation. ' 

Tr-ouble  first  came  in  1990,  when 
scores  of  homeowTiers  in  humid  Florida 
began  complaining  that  LP's  siding  quick- 
ly became  waterlogged  and  deteriorated 
in  the  rain.  Thousands  of  individual 
claims  were  eventually  consolidated  into 
three  class  actions.  LP  has  now  settled 
one  suit — agi'eeing  to  pay  for  repairs 
that  could  total  .$30  million — while  the 
other  two  are  pending.  Although  LP  no 


SOMETHING  ROTTEN:  HoDieowner  Steven  Ekiund  is  disgusted  with  his  moldy  siding 


But  Nelson  says  Merlo  never  responded 
to  the  letter  or  to  repeated  phone  calls. 
Nelson  began  to  draft  a  letter  to  the 
boai'd,  but  never  had  a  chance  to  send  it. 
With  questions  piling  up.  the  board  had 
hastily  launched  an  internal  probe.  The 
result:  Six  weeks  after  the  Colorado  in- 
dictment came  on  June  15,  Merlo  was 
out  of  a  job,  along  with  his  two  top 
aides,  James  Kisses  and  Ronald  L.  Paul. 
"WEED"  TREES.  Merlo  dechned  to  speak 
with  BUSINESS  WEEK.  But  friends  say 
he  is  bitter  and  feels  betrayed.  Merlo 
"lived  and  breathed"  Louisiana-Pacific, 
says  Portland  businessman  and  long- 
time associate  Gerry  Pratt.  "He  still 
talks  about  'my  company.' "  The  interim 
CEO,  longtime  boai'd  member  and  fomier 
LP  Chief  Financial  Officer  Donald  R. 
Kayser,  says  the  move  was  wTenching 
yet  unavoidable.  Others  are  harsher. 
"Exposing  the  company  to  such  losses 
and  litigation  is  just  inexcusable,"  says 
dii'ector  Bonnie  Guiton  Hill,  who  is  dean 


longer  sells  siding  in  Florida,  problems 
were  only  beginning.  The  company 
quietly  settled  similar  charges  with  the 
Minnesota  Attorney  General,  while  an- 
other 10  class  actions  around  the  coun- 
try remain  unresolved. 

Ironically,  Merlo's  problems  stem  fi'om 
a  product  that  had  been  his  biggest  tri- 
umph— a  cheap  plywood  substitute 
knowTi  as  oriented  strand  board  (OSB). 
Merlo  had  vigorously  championed  osB, 
which  is  made  from  paper-thin  slices  of 
small  trees  that  are  glued  together  with 
resin,  starting  in  1980.  Wliile  other  for- 
est-products companies  worried  about 
the  diminishing  supply  of  big  trees  from 
which  plywood  was  cut,  Merlo  bet  that 
by  using  "weed"  trees  that  others 
spumed,  LP  could  create  a  sub.stitute. 
The  risky  move  paid  off,  and  OSB  be- 
came hugely  popular.  The  product, 
which  comes  with  a  25-year  warranty, 
fueled  LP's  bottom  line  for  the  last 
decade.  By  1994,  osB  accounted  for  2h'7( 


of  revenues  and  roughly  35%  of  prof 
At  first,  builders  used  strand  boj 
only  for  floor  and  roof  sheeting.  P 
such  applications,  it  has  perfoiTned  w 
and  been  widely  copied.  But  Merlo  ov 
reached  in  1985  when  he  decided 
market  a  version  of  osB  as  siding 
place  of  the  usual  cedar.  Just  a  f 
years  after  installation,  the  material 
gan  to  deteriorate,  according  to 
spate  of  class  actions  and  state  and  f 
eral  investigations.  Unable  to  withsts 
humidity,  the  siding  boards  have  roti 
and  cracked.  In  moist  chmates,  hou; 
have  sprouted  mushrooms  and  otl 

"Exposing  the 
company  to 
such  losses  am 
htigation  isju 
inexcusable," 
says  director 
Bonnie  Guiton 
Hill 

fimgi.  "I  can  poke  my  finjj 
through  it,"  says  Portlar 
homeowmer  Steven  Eklu 
■ffs  a  real  mess." 

Kayser  denies  that  t 
siding  is  flawed,  and  LP  c 
tinues  to  sell  it  in  m 
states.  He  says  the  comp; 
will  "aggi'essively  fight"  l 
growing  litigation  while  striving  to  i 
prove  quality.  "If  there  is  a  probk 
we'll  fix  it,"  he  says.  "We  never  clain 
to  have  zero  defects." 

Still,  as  the  problems  were  mou 
ing,  dii'ectors  gi-ew  increasingly  anxi( 
over  rising  payments  for  defective  pr 
ucts:  .$5  miUion  in  1993,  .$10  million 
1994,  and  $7  million  in  this  year's  fi 
half.  After  years  of  denial,  when  Me 
finally  admitted  that  the  litigation  wo 
hit  LP  financially  this  spring,  inves 
support  cbied  up.  "All  of  a  sudden,  w![i 
had  not  been  a  material  problem 
came  one,"  says  Nelson. 

Yet  even  the  news  in  April  of  I 
pending  indictment  alleging  proble' 
at  the  company's  Montrose  (Colo.)  pi; 
didn't  appear  to  woriy  Merlo.  With  t; 
ical  bravado,  he  offered  to  resign.  1 
eight-member  board — which,  besi( 
Merlo,  included  thi-ee  cmrent  or  fom 
company  executives  and  Merlo's  hunt 
buddy  Yeager — insisted  he  stay. 
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The  Car  Is  Standing  Still. 
It's  Your  Mind  That's  Racing. 


CUSTOMERIZE   UP  ClOSE 

Unisys  did  more  than  help  Signet  Bank 
build  a  better  check  clearing  process. 

We  helped  them  build  a  better 
relationship  with  USF&G  Insurance. 


When  Signet  Bank  installed  the 
jys  Infolmage  check  imaging  solu- 
,  it  didn't  take  them  long  to  cut 
s,  boost  efficiency  and  speed  the 
3k  clearing  process.  But  thanks  to 
CUSTOMERIZE  initiative,  Signet 
3ven  more. 

CUSTOMERIZE  is  all  about  help- 
companies  apply  information  solu- 
s  to  serve  customers  better.  That's 
'  Unisys  consultants  and  banking 
erts  focused  on  understanding 
let's  business-so  we  could  help 
n  shift  their  perspective  on  delivering 

^■^^^^■■The  Inf 


customer  service.  The  result  was  a  new 
way  for  Signet  to  improve  service  and 
even  generate  a  new  source  of  revenue. 

Signet  approached  one  of  their 
most  valued  clients,  USF&G-a  premier 
insurance  company  also  dedicated  to 
superior  service.  When  Signet  described 
an  idea  for  image-based  check  accep- 
tance, USF&G  listened. 

Signet  now  delivers  check  images 
to  USF&G  over  phone  hnes  the  day  of 

UNiSYS 

ORMATiON  Management 


receipt.  As  a  result,  USF&G  improved 
the  efficiency  of  check  acceptance  and 
made  the  claims  process  faster. 

CUSTOMERIZE  is  one  example  of 
what  Unisys  means  by  information 
management-using  information  as  an 
asset  to  make  an  enterprise  more  com- 
petitive and  responsive.  For  Signet, 
it  resulted  in  a  stronger  bond  with 
a  key  customer.  To  receive  a  copy  of 
"Customerize  for  Growth  and  Profit- 
ability," reach  us  on  the  Internet 
at  http://www.unisys.com/adv 
or  call  l-800-874«647,  ext.  24. 
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refused,  and  he  knew  we  would,"  says 
one  director. 

But  with  Guiton  Hill  increasingly 
pushing  the  board  to  act — and  direc- 
tors' gi-owing  fears  that  they  would  be 
liable — that  soon  changed.  With  Merlo's 
consent,  the  board  hired  San  Francisco 
law  firm  LeBoeuf,  Lamb,  Greene  & 
MacRae  to  prepare  a  report  on  the  al- 
leged problems  at  Montrose.  But  Guiton 
Hill  also  chaired  an  outside  board  com- 
mittee that  authorized  investigating  at- 
torney Chai'les  B.  Renfrew  to  conduct  a 
more  far-reaching  probe.  "The  days  of 
rubber-stamping  are  over,"  Guiton  Hill 
says.  "When  problems  reach  the  break- 
ing point,  you  have  to  take  action." 
AUTOCRATIC  STYLE.  When  the  grand  jury 
indictment  finally  came  on  June  15,  the 
pressure  on  Merlo  mounted.  The  56-count 
charge  suggests  a  company  rife  with  en- 
vironmental violations  and  sorely  lack- 
ing in  quality-control  measures.  The  in- 
dictment alleges  that  plant  managei-s  and 
employees  at  the  Montrose  plant  tam- 
pered with  pollution-monitoring  devices, 
at  times  turning  them  off  completely. 
The  grand  jury  also  charged  that 
Louisiana-Pacific  routinely  cut  comers  in 
manufacturing:  It  allegedly  sold  low- 
grade  strand  board  to  contractors,  then 
fi'audulently  substituted  higher-quality 
samples  when  industi-y  auditors  came  to 
certify  the  boards  were  of  the  quality 
requii'ed  for  home  construction. 

LP  has  pled  not  guilty  to  the  allega- 
tions. Renfrew,  a  retii'ed  federal  judge 
and  foimer  federal  prosecutor,  won't  com- 
ment on  what  his  investigation  turned 


Kayser  says  his  predecessor's  racy 
lifestyle  wasn't  a  factor  in  his  ouster.  But 
the  company  jets  and  yacht  are  for  sale 


up.  Interim  ceo  Kayser  de- 
clines comment,  except  to  say, 
"We  ai"e  vigorously  defending 
ourselves."  And  he  insists 
there  is  "no  linkage"  between 
the  charges  and  Merlo's  oust- 
er. Instead,  he  says,  Merlo 
was  ousted  because  Renfrew's 
confidential  findings  revealed 
"serious  pi'oblems  with  man- 
agement practices  and  style." 

Those  findings  centered  on 
what  company  sources  say 
was  the  increasing  damage 
caused  by  Merlo's  aggressive, 
autocratic  style.  Despite  the 
company's  rapid  growth,  for- 
mer executives  describe  an 
entrepreneurial  manager 
who,  together  with  his  two  top  heuten- 
ants,  continued  to  make  all  key  deci- 
sions. Merlo  pushed  relentlessly  for  ever 
higher  productivity  and  ever  lower 
costs — and  instilled  a  demanding,  perfor- 
mance driven  culture.  At  one  Texas  ply- 
wood plant,  for  example,  a  sign  on  the 
wall  read:  "Work,  or  get  your  ass 
kicked."  Although  success  was  well-com- 
pensated, promotions  were  rare.  "Merlo 
hates  titles  and  organizational  charts," 
says  one  former  top  exec.  "He  ran 
Louisiana-Pacific  as  if  it  were  a  small 
startup."  That  may  have  been  a  virtue 
early  on,  but  Merlo's  refusal  to  build 
stronger  middle  management  led  to  poor 
controls — especially  worrisome  when 
coupled  with  pressure  for  better  num- 
bers. Says  Guiton  Hill:  "Management 
was  very,  very,  vei-y  thin." 

Others  defend  Merlo  as  a  gifted  if 
abrasive  visionary 
whose  downfall  was 
sped  by  his  flamboyant 
manner.  Pi-att  and  oth- 
ers say  Merlo  had  long 
rankled  the  insular 
Portland  business  com- 
munity by  avoiding  the 
country  club  set.  Says 
Pratt:  "They  didn't  like 
his  style." 

Instead,  the  peren- 
nial bachelor  raised 
eyebrows  with  his  opu- 
lent Ufestyle:  He  threw 
lavish  parties  at  his 
$900,000  company- 
ovmed  estate  or  on  the 


LP'S  STOCK  GRUMBLES 
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yacht,  using  LP's  private  jets  to  fly 
celebrity  guests  such  as  tenor  Lucia 
Pavarotti.  And  friends  acknowledge  tl 
Merlo  was  known  for  hiring  stunni 
women  as  his  assistants;  even  today,  " 
never  goes  anywhere  without  a  tall 
tractive  blonde  on  his  ami,"  says  Po 
land  businessman  Edward  Pietz.  Tl 
led  to  fiiither  trouble:  In  mid-1993, 
ex-assistant  to  LP's  CFO  filed  suit  agaiil 
Merlo  for  sexual  harassment,  allegifl 
the  company  hired  top  assistants  onlyi 
they  were  "young,  stiikingly  attractiw 
and  likely  to  acquiesce  to  sexual  advaJp 
es  by  the  ceo."  Merlo  and  the  compa| 
refuse  to  comment  on  the  allegatiojt 
and  the  suit  is  pending.  I 
Kayser  says  Merlo's  lifestyle  new 
interfered  with  work,  and  he  denies  tHt 
the  harassment  charges  were  a  factor^ 
his  ouster.  Still,  within  a  month  of  M( 
lo's  leaving,  the  company  planes  a  f 
yacht  went  on  sale  as  "undemtilized.  "■ 
Kayser  is  left  with  the  unenvial 
task  of  setting  LP  back  on  track.  T 
company  recently  restated  its  secor 
quarter  earnings,  reducing  them  by  I 
million,  to  $26.3  million,  to  build  li 
serves  for  growing  claims  and  legal  e 
penses.  "Our  priority  is  to  bring  all  tl 
litigation  to  an  early  closure,"  he  sa; 
Analysts  estimate  the  company's  habill 
could  reach  $300  million  or  more.  j 
In  the  meantime,  Kayser  has  brok 
LP  into  smaller  units,  added  extra  rrn  i 
agement,  and  hired  a  head  of  comj^ 
ance.  He  hopes  to  name  a  new  ceo 
January.  As  for  Harry  Merlo,  he  h 
remained  mum.  Supporters  say  tl; 
with  extensive  other  interests,  includi 
stakes  in  a  local  sei 
conductor  manufactr 
er   and   a  softwa 
house,  he  will  rems 
a  player  in  the  Po 
land  business  scei 
And,  some  locals  spi 
ulate,  he  may  try 
seize  back  control 
"his"  company  witl; 
hostile  tender  off 
Just  in  case  Kayi 
and  his  newly  vigik 
board    didn't  ha 
enough  worries. 

By    Eric  Schii 
with  Anita  Marks 
Portland 
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The  TI  Extensa45Q  The  Most 

XTRAORDINARY  COMBINATION  Of  WEIGHT, 

Power  And  Affordability. 


EXTENSA  450 

•Weight:  5.0  lbs.  i 

i 

•  DX4/75MHz  processor ' 

•  10.4"  Dual  Scan  or  I 
9.4"  Active  Matrix 
(TFT)  display 

•  340MB  HDD         '  ■ 

•  4MB  RAM, 
upgradeable  to  32MB  , 

•  Type  II  PCMCIA  slot 
(Type  III  optional) 

•  Serial  infrared  port 

Designed  for  i 


Windows°95 


Now  you  can  get  a  tull-size  portable  computer,  with  tull-size  keyboard  and 
display,  that's  lighter  than  a  notebook,  more  capable  than  a  subnotebook,  and  more 
atlordable  than  both. 

Powered  by  a  75MHz  IntelDX4'"  processor,  the  TI  Extensa  450  weighs 
)ust  5  pounds.  Which  means  you'll  save  weight  as  well  as  money.  TI 
E.xtensa  gives  you  more  machine  for  the  money.  The  combined  battery 
power  gives  you  up  to  6  hours  ot  productivity.  A  serial  intrared  port  gives 
you  wireless  connectivity.  The  removable  floppy  disk  drive  gives  you 
support  for  additional  PCMCIA  cards,  or  even  a  lith  lum  ion  batter^'. 

But  the  attordability  ot  all  this  technology  is  what  makes  the  new  Texas 
Instruments  Extensa  450  truly  extraordinary.  And  makes  it  easier  tor  you  to  start 
doing  extraordinary  things. 

To  get  your  TI  Extensa  450  or  to  tlnd  out  TtvA  C 

about  our  other  models,  call  1  -SOO-TI-TEXAS.     w  ^     *  t  AA^ 
E-mail:  2ti@msg.ti.com.  Intemet:(http:/Avww.ti.com).     lINo  1  tvU  lN4  tlN  1  O 


Extensa  and  "Start  Doing  Extraordinary  Things"  are  trademarks  of  Texas  Instruments.  The  Intel  Inside  logo  is  a  registered  trademark  and 
IntelDX4  is  a  trademark  ol  Intel  Corp.  Microsoft,  Windows  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  Corp.  ©  1995  TI. 


©1995  BankAmerica  C  urporatu 


Financial  Restructuring  Enabling 
A  Timber  Company  To  Go  Pumic 

(We  Planted  The  Seeds  For  Their  Growth) 

A  growing  timber  company  needed  to  restructure  in  order  to  go  public. 
They  turned  to  us  for  financial  advice,  interim  financing  and  a  commitment  for  the  long  term 
funding  they  needed  to  grow.  We  specialize  in  helping  our  clients  reach  new  heights. 
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Bank  of  America 


Our  client  had  the  benefit  uj  a  tea 
of  specialists  in  relationship  managemei 
corporate  finance  and  global  syndicatid 
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HY  THE  BULL 

FILL  HAS  RUNNING  ROOM 

)ate  of  bad  earnings  reports  won't  hurt  much 


at  least  three  weeks  before  Cor- 
rate  America  starts  swamping  the 
iwswires  witri  quarterly  earnings 
rts,  but  already  there's  a  gi'owing 
siness  in  the  air.  On  Sept.  13,  IBM, 
stock  market's  comeback  kid,  told 

Street  analysts  that  its  third-quar- 
)rofit  forecasts  were  too  high.  Dur- 
he  following  days,  other  high-profile 
aology  companies  such  as  Apple 
puter  Inc.  and  Oracle  Coi-p.  also  de- 
J  expectations.  It's  not  just  technol- 
CaterjiiUai*  Inc.,  an  old-line  industrial 
;  turned  tough  world-class  competi- 
reported  on  Sept.  19  that  earnings 
d  fall  below  year-ago  levels, 
le  four  stocks  went  pffft,  though 
lias  since  recovered  somewhat.  But 
ther,  the  unexpected  bulletins  de- 
ed a  little  kidney  punch  to  the  rag- 
bull  market.  After  inching  above 

on  Sept.  14,  the  Dow  industrial  av- 
e  declined  for  thi-ee  days,  but  came 
ng  back  to  close  at  4793  on  Sept.  20. 
3LE  DIGITS.  For  now,  the  market's 
ng  to  blow  off  some  bad  earnings 
3.  Cash  continues  to  pour  into  mu- 

funds  at  a  torrid  pace,  and  the 
nger  dollar  is  luring  foreign  in- 
ors  to  the  U.  S.  market  for  the  first 
:  in  years.  Wall  Street  analysts, 
jover,  still  are  forecasting  hefty  dou- 


ble-digit profit  gains  for  the  third  quar- 
ter vs.  the  same  period  of  1994.  Says 
Charles  G.  Crane,  director  of  research 
at  money-manager  Spears,  Benzak, 
Solomon  &  FaiTell:  "We're  not  expecting 
any  dramatic  earnings  disappointment 
during  this  period." 

Indeed,  nearly  all  the  major  market 
indexes  continue  to  trade  near  or  at 
all-time  highs.  And  despite  some  trou- 
bles in  tech-land,  the  Pacific  Stock  Ex- 
change Technology 
Index  is  also  at  a 
high.  But  moving  the 
averages  much  high- 
er won't  be  so 
Profits,  one  of  the 
driving  forces  in  this 
bull  market,  are  los- 
ing some  of  their 
powerful  momentum. 

Corporate  Ameri- 
ca as  a  whole  has 
beaten  Wall  Street 
analysts'  earnings 
forecasts  for  the  last 
nine  quarters 
row.  Now,  Benjamin 
L.  Zacks  of  Zacks  In- 
vestment Research 
thinks  companies  on 
average  will  meet  an- 


UNWELCOME  SURPRISES 

How  September  yieuis  moved  big  stocks 


alysts'  third-quarter  forecast  of  17.5% 
profit  growth,  "but  fewer  companies 
will  beat  the  expectations,  and  those 
that  beat  them  vdll  do  so  by  shmmer 
margins."  The  bottom  hne  on  bottom 
lines:  Earnings  will  rise  again,  but  at  a 
slower  rate. 

"INFLECTION  POINT."  While  not  a  sell  sig- 
nal per  se,  the  deceleration  is  a  re- 
minder of  the  advanced  age  of  the  bull 
market  and  the  economic  expansion 
upon  which  it  is  built.  "We're  at  the  in- 
flection point  going  from  a  period  of 
very  powerful  eai'nings  momentum  to 
a  lot  trickier  period  of  earnings  gains," 
says  Richard  B.  Hoey,  portfolio  manag- 
er of  the  Dreyfus  Growth  &  Income 
Fund.  "Profits  ai'e  already  at  a  high  lev- 
el, the  economy  is  past  the  period  of 
strong  gi'owth,  and  it's  going  to  be  dif- 
ficult to  show  big  earnings  gi'owth  from 
here  on  out." 

That's  part  of  the  problem  with 
Caterpillar,  which  must  cut  back  pro- 
duction because  of  slowing  sales  and 
higher  inventories.  Other  companies  are 
being  hurt  by  the  strengthening  dollar, 
whose  weakness  long  bolstered  profits 
by  making  U.  S.  exports  cheaper  and 
by  boosting  earnings  of  overseas  sub- 
sidiaries when  translated  back  into  dol- 
lars. On  Sept.  19,  Polaroid  Corp.  re- 
vised its  profit  forecast  downward,  in 
part  because  the  rising  dollar  cut  the 
value  of  its  overseas  profits. 

Even  if  third-quarter  profits  pale  a 
bit,  though,  the  stock  market  is  not  in 
any  great  danger.  Inflation  is  tepid  and 
long-term  rates  are  down — and  could 
head  lower.  The  market  remains  su- 
premely liquid,  and  many  investors  have 
not  given  up  hope  for  another  cut  in 
short-term  rates  from  the  Fed — if  not  at 
the  Sept.  26  meeting,  then  at  the  next 
one.  That  would  keep  stock  prices  aloft. 
m™^^""  Even  at  current 
rates,  stocks  are  not 
overpriced.  Stanley 
Levine,  quantitative 


BEFORE  NEWS       SEPT.  20  ,    ,■      .  n. 

easy.    research  director  for 


CATERPILLAR       65^8  59/x 
Cutting  output;  third-quarter  profits 
will  fall  below  last  year's 

ORACLE  447s  39% 

Revenue  gains  of  39%  weaker  than  fore- 
cast, indicating  slower  growth 

APPLE  40"  m/x 

Production  problems,  slimmer  margins 


First  Call  Corp.,  fig- 
ures stocks  are  still 
about  11%  under- 
valued based  on 
earnings  estimates 
and  interest  rates. 
There's  still  plenty  of 
margin  before  stocks 
become  more  expen- 
sive than  bonds,  even 


will  push  earnings  well  below  estimates        ^,         i  .  .  , 
a    — ^   II  the  market  takes  a 


IBM  971^  95% 

Delay  in  shipping  new  mainframes 
will  lower  third-quarter  earnings 
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few  more  kidney 
punches. 

By  Jeffrey  M. 
Laderman  in  New 
York 
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INVESTMENT  BANKING 


THE  SHOWDOWN 
IN  GLOBAL  BANKING 

Europe's  giants  are  set  for  a  slugfest  with  their  U.S.  cousins,  and  the  stakes  are  huge 

the  industry  leaders.  In  a  ftl 
years,  dmg  hopes  to  cla'j 
what  it  beheves  is  its  right| 
s}5ot  as  one  of  the  five  biggtj 
investment  banks  in  tj 
world,  and  certainly  t; 
biggest  in  Eiu'ope.  "I'm  afrt; 
the  U.S.  banks  are  going  i 
have  to  get  used  to  seei:i 
Deutsche  Morgan  Grenfj 
more  often,"  says  Chief  El: 
ccutive  Michael  W.  R.  Dobsa 
Hubris?  Perhaps.  But  Dc: 
son  isn't  the  only  one  puffi;: 
up  his  chest  these  days.  E 
rope's  giants  of  high  finan 
are  readying  themselves  f 
a  slugfest  against  the  titans 
Wall  Street.  The  Eurofightf 
are  a  dozen  deep-pocket 
Swiss,  B)'itish,  Dutch,  Fren(  ^ 
and  GeiTnan  universal  banks 
ones  that  do  commercial 
well  as  investment  bankir 
And  they  have  embarked 
a  do-or-die  campaign  to  b 
out  rivals,  build  distributl 
networks  in  the  U.  S.,  ai 
open  new  offices  in  emergi: 
markets  around  the  worl 
Like  DMd,  all  want  a  place 
the  top  tier.  "There's  a  detfj 
mination  among  EuropeJ 
banks  to  succeed,  whatevj 
n  ^ 
apil 

markets  at  France's  Banq 
Paribas. 

ELITE  CIRCLE.  If  their  strate 
wo)'ks,  European  banks  m 
win  back  some  of  the  fina 
cial  clout  and  prestige  they  have  giv 
up  to  Wall  Street  since  the  1980s.  B 
the  losers  in  this  high-stakes  gar, 
could  suddenly  find  themselves  in  t 
same  position  as  S.  G.  Warburg  Groi 
PLC,  once  Britain's  most  prestigious  i 
vestment  bank.  It  was  subsumed  1 
the  far-larger  Swiss  Bank  Corp.  tl 
year  after  an  aggressive  expansion 
the  U.  S.  weakened  its  financial  con* 
tion  and  left  it  unable  to  recover  frc 


The  sound  of  jackhammers  and 
backlioes  intindes  on  the  daily  rit- 
uals of  the  London  office  of  Mor- 
gan Grenfell  Group  PLC,  where  a 
gaping  hole  in  the  ground  outside  is 
hastily  being  transformed  into  a  new 
headquarters.  But  the  noise  doesn't  faze 
the  staff  inside.  A  dozen  visitors  with 
bulging  briefcases  parade  through  the 
revolving  door  in  the  space  of  10  min- 
utes. They  are  whisked  off  to  private 
chambers  by  women  in  white  blouses 
and  gray  skirts,  who  later  bring  them 
tea  on  lacquered  trays.  The  smell  of 
dealmaking  permeates  the  air 

These  are  heady  days  for  the  152- 
year-old  London  merchant  bank.  After 
watching  American  securities  fiiTns  steal 
their  clients  for  the  past  five  years, 
Morgan  Grenfell  is  hitting  back.  Ger- 
many's Deutsche  Bank  just  moved  its 
Frankfurt-based  investment  banking 
unit  to  London  to  merge  with  Morgan 


i  4  The  combat  zone  is  the 

international  issuer  We're 

not  looking  to  go  head-to-head  ^^'^^TiSZl 
with  Wall  Streets  y 


—  DAVID  BAND, BZW 

Grenfell,  which  Deutsche  acquired  in 
1989.  Now,  the  combined  Deutsche  Mor- 
gan Grenfell  (dmg)  is  adding  staff  all 
over  the  globe,  even  raiding  entire 
teams  of  specialists  from  Menill  Lynch 
&  Co.  and  other  rivals. 

DMG  is  building  trading  floors  the  size 
of  football  fields  in  New  York  and  Lon- 
don. And  it's  competing  aggressively 
for  business  against  Merrill  Lynch, 
Goldman  Sachs,  and  Morgan  Stanley, 


96  BUSINESS  WEEK  /  OCTOBER  2,  1995 


IS  ringing." 


Did  she  say  connector  instead  of  phone?  Well,  if  she's  from  AMP  it's  understandable,  because  we've  asked  our  people 
to  think  of  anything  that  provides  connectivity,  even  between  people,  as  connectors.  I  'slkiII)  thought  of  .is  pieco 
of  plastic  and  metal  sitting  on  circuit  boards  or  ends  of  cibles,  connectors  aiv  licnig  ivdcfincd.  Were  broadening 
their  definition  to  include  the  circuit  boards  and  cables,  seeing  connectors  as  eniire  signal  paths  -  horn  where 
the\''re  generated,  to  where  thcv're  received.  Redefining  conneaors  has  led  us 
to  add  certain  technologies  to  our  company,  like  circuit  boards,  cable  assemblies, 
sensors,  optoelectronics,  and  wireless  components.  And  we  bring  these 
technologies  together  to  create  proven  connectivity  subsystems  that  our 
customers  can  drop  into  their  designs  -  giving  them  a  bener  way  to  solve 
problems  brought  on  by  faster  chips,  shrinking  form  factors,  and  shorter 
development  times.  So  while  we  doin  expect  eveiyone  to  think  ot  phones 
as  connectors,  our  customers  benefit  beaiuse  our  people  do. 


Connecting 

at  a 


level, 


AMP  Incorporated,  Harnsburg,  PA  1 7105-3608,  Contact  ycur  regional  center  Uof 
Canada  905-470-4425.  England  44-1753-676800.  Singapae  65-482-031 1  Ja|.. 
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an  aborted  attempt  to  merge  with  Mor- 
gan Stanley  &  Co. 

In  going  global,  the  Euros  are  up 
against  fonnidable  competition  fi'om  the 
other  side  of  the  Atlantic.  U.  S.  invest- 
ment banks  own  70%  of  the  market  for 
all  debt  and  equity  underwriting  world- 
wide, acquired  largely  by  managing 
debt  and  equity  issues  for  U.  S.  corpora- 
tions. European  houses,  reluctant  to 
commit  big  bucks  to  dealmaking,  were 
unable  to  penetrate  this  elite 
circle  in  past  years.  With  lit- 
tle competition,  the  U.  S.  banks 
could  command  high  fees  for 
handhng  initial  public  offerings 
or  big  mergers. 

The  fees  subsidized  their 
overseas  development  at  the 
Europeans'  expense.  But 
changes  in  the  stinicture  of  the 
global  securities  market  are 
every  bit  as  important.  Wall 
Street's  oligopoly  is  breaking 
up,  with  large  commercial 
banks  moving  into  investment 
banks'  territory.  U.  S.  issuers 
want  to  reach  a  global  investor 
base,  and  the  appetite  for 
international  securities  has 
grown  enormously  outside  the 
U.  S.,  as  well  as  within.  In 
these  changes,  the  Europeans 
contend,  lies  opportunity. 
NEW  WAVE.  Take  BZW  Ltd.,  the 
investment  banking  arm  of 
Britain's  Barclays  Bank  PLC. 
Since  losing  a  bundle  trying  to 
sell  stocks  in  New  York  in 
1990,  BZW  has  regrouped.  It 
now  has  1,500  people  in  New 
York  trading  cuiTencies  and  de- 
rivatives and  selling  foreign  se- 
curities to  U.  S.  institutions.  It's 
also  making  money  worldwide, 
recording  $200  million  in  oper- 
ating profits  in  the  first  half  of 
1995.  "The  combat  zone  is  the 
international  issuer  and  the 
international  investor,"  says 
CEO  David  Band.  "We're  not 
looking  to  go  head-to-head  with 
Wall  Street." 

Well,  not  on  Wall  Street's 
home  tuif,  at  least.  What  Band 
and  other  European  investment 
bankers  are  aiming  to  catch  is  the  new 
wave  of  globe-spanning  deals  now  be- 
ginning to  build.  Over  the  next  five 
years,  the  biggest  issuers  of  debt  and 
equity  won't  be  Americans  with  inbred 
ties  to  Wall  Street.  They  will  be  East- 
ern and  Western  European  govern- 
ments privatizing  companies,  or  Asian 
and  Latin  American  governments  build- 
ing power  plants,  dams,  and  roads.  A 


$30  billion  flood  of  telecom  privatiza- 
tions is  due  out  in  the  next  year  alone, 
and  the  World  Bank  estimates  that 
East  Asia  will  need  $1.5  triUion  for  in-, 
frastructure  over  the  coming  decade. 

And  who  will  invest  in  such  ven- 
tures? U.  S.  pension  and  mutual  funds 
will  remain  heavily  involved,  and  Eu- 
rope's secuiities  houses  will  be  pursuing 
them  alongside  their*  Wall  Street  rivals. 
But  a  new,  global  investor  base  also  is 


How  Europe  Is  Moving 
Into  Investment  Banking 


Taking  Over  Competitors 

Germany's  Dresdner  Bank  acquired  Britain's  Kieinwort 
Benson  for  $1.5  billion.  Rival  Deutsche  Bank  consoli- 
dated global  investment  banking  in  London  under  the 
Deutsche  Morgan  Grenfell  flag.  Swiss  Bank  Corp. 
bought  Britain's  S.G.  Warburg  and  25%  of  Perot  Sys- 
tems, while  Holland's  ING  took  over  Baring  Securities. 

Capturing  Deals 

Barclays  de  Zoete  Wedd  will  run  the  $7  billion  sale  of 
Italy's  state  phone  company,  STET  Swiss  Bank  han- 
dled a  $100  million  financing  for  Mexican  cement 
maker  Apasco.  And  Union  Bank  of  Switzerland  won  a 
$500  million  bond  issue  for  Formosa  Plastics. 

Seeking  New  Talent 

Deutsche  Morgan  Grenfell  ponied  up  big  bucks  to  sign 
up  Edson  Mitchell,  co-head  of  Merrill  Lynch's  fixed-in- 
come group.  Barclays  de  Zoete  Wedd  hired  Mark  Selig- 
man,  former  head  of  Warburg's  merger  advisory  team, 
as  co-head  of  corporate  finance. 


forming,  and  it's  entirely  up  for  grabs. 
All  across  Asia,  middle-class  savers  are 
getting  into  mutual  fimds.  And  Europe- 
an and  Latin  American  governments 
and  companies  are  forming  pension 
funds  to  supplant  state  retirement  sys- 
tems. All  should  become  markets  for 
international  securities — ^just  what  the 
Europeans  love  to  peddle. 

The  thousands  of  European  compa- 


nies with  gi'owing  U.  S.  operations  i 
another  market  the  Euros  don't  want 
lose.  When  German  conglomerate  Dai 
ler  Benz  hsted  its  shares  on  the  N' 
York  Stock  Exchange  in  1993,  Deuts( 
Bank  and  Goldman,  Sachs  &  Co.  ] 
the  deal.  But  the  Europeans  have  U. 
corporations  in  theii"  sights  as  well.  U 
companies  are  increasingly  tapping  g 
bal  capital  markets  to  sell  stocks  a 
bonds  and  finance  everything  from  mi 
ufacturing  plants  to  sales  of 
es  overseas.  The  Europes 
are  going  after  their  busine 
"We  get  pitches  constantl 
says  AT&T  Treasurer  Lai 
Prendergast,  who  has  u 
Union  Bank  of  Switzerlai 
Swiss  Bank,  and  Deutsche 
lead  dollar-denominated  bo 
deals  in  Europe.  Monsanto  ( 
Treasurer  Juanita  H.  Hinshi 
meanwhile,  included  libs 
part  of  a  recent  bond  syn 
cate,  the  first  time  the  chemi 
company  chose  an  overs 
bank  to  market  its  debt, 
were  happy  with  their  aggr| 
sive  selling  capabilities,"  si 
Hinshaw.  "We  had  confide 
they  could  sell  our  bonds." 
UPSETS.  While  the  U.  S.  ba' 
is  just  beginning,  the  Eu: 
are  scoring  some  notable 
sets  in  emerging  markets 
Sept.  12,  the  Worid  Bank  chi 
DMG  over  Morgan  Stanley 
raise  $1.25  billion  for  a  hydf 
electric  power  project  serv 
South  Africa  and  Lesotho, 
decision  came  only  two  mon 
after  the  World  Bank  alio 
Deutsche — along  with  Lehmk 
Brothers  Inc. — to  lead-mana 
the  sale  of  $1.5  billion  wob 
of  dollar-denominated  bonds''" 
Swiss  banks  have  also  bei 
aggressive,  libs  bested  Go- 
man  Sachs  in  last  year's  $0 
million  convertible-bond  dil 
for  Formosa  Plastics  Corp.i 
Taiwanese  company  that  L' 
previously  served  as  a  lend. 
L'Bs  won  the  deal,  a  top  exei- 
five  claims,  because  his  ins- 
tution  isn't  "a  suitcase  inve- 
ment  bank,"  his  term  for  the  Wl 
Streeters  who  invade  a  country  to  mt^ 
a  pitch  and  then  depart.  And  the  Bi- 
ons  have  enjoyed  a  measure  of  succe. 
In  July,  BZW  beat  out  Lehman  Brothciii 
Salomon  Brothers,  and  J.  P.  Morgan 
the  much-coveted  lead  role  in  the  " 
billion  privatization  of  Italian  telecii 
gi'oup  STET.  BZW  also  was  chosen  to  .'• 
vise  the  Australian  government  in  S|i«! 
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Our  basic  principle  for  retirement  planning: 
no  two  couples  are  alike. 


Everyone  thinks  about  retiring.  And  while  we  all  have  different  plans,  Lincoln  Life  is  a  life  insurance 
ompany  with  90  years  of  expertise  in  financial  planning  to  help  you  meet  your  goals. 

Our  agents  can  develop  a  comprehensive  retirement  plan  for  you  from  a  broad  range  of  pension  plans 
nd  individual  annuities.  That's  the  kind  of  personal  attention  which  has  made  us  a  leader  in  pension  plans 
nd  the  number  one  issuer  of  individual  annuities  in  America  for  three  years  in  a  row.*  Honest  answers, 
traight  talk,  real  compassion.  Those  were  Lincoln's  values.  And  that's  what  you'll  get  from  Lincoln  Life 
□day.  And  long  after  you've  retired. 


3est  s  Review.  Nov.  1992  and  1993.  Oct  1994  for  years  1991.  1992.  1993 
^1994  Lincoln  National  Life  Insurance  Co  .  Fort  Wayne,  Indiana  46801 


Finance 


effort  to  bring  22  airports  to  the  stock 
market,  and  it  is  managing  the  flota- 
tion of  Indonesian  tin-mining  company 
Tambang  Timah.  "They've  made  head- 
way in  Europe  and  to  a  lesser  degree, 
Asia,"  Merrill  Lynch  Executive  Vice- 
President  Jerome  P.  Kenney  says  of  his 
newly  invigorated  European  competi- 
tion. "They  clearly  have  gained." 

Still,  the  challenge  for  the  Euros  will 
be  to  combine  the  best  of  the  Old 
World's  client-focused  stvle  with  the 


rill  is  considering  further  acquisitions 
in  Europe,  possibly  a  fund  management 
group  or  brokerages  in  France  and 
Spain. 

Of  coui'se,  Merrill  isn't  the  only  Wall 
Street  house  intent  on  maintaining  its 
market  share  abroad.  Goldman  Sachs, 
for  one,  is  shaiing  the  global  coordinator 
role  with  dmg  on  what's  likely  to  be 
the  biggest  equity  flotation  in  history, 
next  year's  $10  billion  Deutsche  Tele- 
kom privatization.  Goldman  is  one  of 


PHONE  BOOM 


nrupeaiis  see  enormous  chances  in  telecom  privatizations 


New  World's  emphasis  on  transactions. 
On  both  sides  of  the  Atlantic,  J.  P.  Mor- 
gan &  Co.  is  considered  a  model.  Mor- 
gan is  one  of  the  few  U.  S.  commercial 
lenders  to  move  successfully  into  in- 
vestment banking.  The  Mexican  gov- 
ernment is  showing  its  gratitude  to 
Morgan  for  not  turning  tail  during  the 
peso  panic.  The  reward:  Morgan  gets 
to  help  Mexico  restructure  its  debt.  It 
will  also  be  exclusive  agent  in  the  sale 
of  Pemex'  petrochemical  units  in  Octo- 
ber "They're  not  the  kind  of  bank  that 
does  one  deal,  collects  its  fees,  and  is 
gone.  They  stay  with  you,"  says  Ricar- 
do  Sada,  who  is  treasuj-er  of  Hylsamex, 
a  steel-producing  subsidiaiy  of  the  Mon- 
terrey-based Alfa  conglomerate. 
DEEPER  ROOTS.  Indeed,  Merrill  Lynch 
recognized  the  growing  importance  of 
having  a  permanent  local  presence  rath- 
er than  just  a  handful  of  people  avail- 
able to  parachute  into  a  country.  In 
July,  it  paid  .$810  million  for  Smith  New 
Court  Securities  Ltd.  In  addition  to  be- 
ing Britain's  largest  equity  brokerage 
and  research  house,  SNC  has  developed 
deep  roots  in  the  emerging  markets  of 
Russia  and  Eastern  Europe.  Now,  Mer- 


four  lead  bankers  on  Indonesia's  $3  bil- 
lion PT  Telekom  privatization  later  this 
year  and  advised  the  Dutch  on  privatiz- 
ing KPN,  the  state  telecom  company. 

Indeed,  despite  the  Euros'  early  vic- 
tories, the  transatlantic  battle  for  mar- 
ket share  is  likely  to  be  long  and 
bloody.  A  senior  official  at  Bezeq  Tele- 
com, the  soon-to-be-privatized  Israeli 
telephone  company,  says  that  all  the 
major  U.  S.  and  European  banks  bid 
for  the  lead  role  in  handling  the  partial 
sale  of  the  government's  stake  early 
next  year  "But  it  was  clear  from  the 
start  we  would  be  going  with  an  Amer- 
ican bank."  Why?  In  addition  to  their 
deep  knowledge  of  the  Israeli  market 
and  their  global  skills  handling  tele- 


"When  everybody 
does  it,  it's  usually 
a  sign  money's 
being  wasted" 


com  deals,  the  Americans  also  surpik 
the  Europeans  in  distribution  of  n| 
securities. 

Overcoming  this  handicap  will  t^ 
time  and  money.  Still,  if  the  pace! 
privatizations  and  ipos  continues  to  pt 
up,  there  should  be  plenty  of  spoilsf 
go  around.  And  the  fat  fees  that  [ 
with  the  coveted  "global  coordinate 
role  in  global  securities  sales  expli 
why  the  Euros  are  so  eager  to  chj 
deals — especially  equity  ipos.  Undj 
wi-iting  syndicates  are  paid  3.[ 
of  a  worldwide  issue's  face  vai 
to  cover  the  costs  of  manag:^ 
an  equity  deal.  But  the  global  | 
ordinator  keeps  half — or  more-|i 
the  take. 

ELUSIVE  GOAL.  As  Wall  Stri 
and  Europe  slug  it  out,  howe\| 
the  payoff  is  declining.  In  so| 
cases,  bidders  are  discounting 
win  new  business  or  get  a  foot 
the  door  of  a  syndicate.  The  prj 
pect  of  slimmer  profit  margins  i 
their  lucrative  overseas  busin  ^ 
irks  Wall  Streeters,  who  alref  ; 
are  angered  at  the  Euros'  use 
million-dollar  bonuses  to  h 
away  some  of  their  best  perfoi 
ers.  "Given  the  practically  unl 
ited  amount  of  capital  the  Eu 
pean  banks  have,  they  can  U 
people,  buy  firms,  and  create  \  \ 
of  disruption  with  clients,"  si[ 
Peter  Davis,  a  Booz,  Allen  j 
Hamilton  Inc.  partner.  "The  [V^ 
Street]  view  is,  it  will  screw  up  a  g( 
thing."  In  fact,  John  Leonard,  a  L< 
don-based  analyst  with  Salomon  Bro 
ers  Inc.,  thinks  that  globalization  \ 
prove  an  elusive  goal  for  many  n 
players.  "Wlien  everybody  does  it," 
says,  "it's  usually  a  bad  sign,  that  m  m. 
ey's  being  wasted." 

Even  some  top  Euro  bankers  c|of|,,j 
cede  that  only  a  few  players  willj 
able  to  assemble  the  right  mix  of  cimwt 
tal,  technology,  and  distribution  to  dij 
alongside  Wail  Street's  heavies.  But 
to  tell  the  folks  at  any  European ,  ^^^^]^ 
vestment  bank  that  some  will  fall 
hind.  "You're  going  to  see  increas 
fierce  competition,"  says  Marcel  Osjl 
the  Swiss  Bank  investment  banker  vF^i'iv 
led  the  takeover  of  Warburg.  Out! 
this  competition  could  come  the  fiF 
realignment  in  international  investml 
banking  since  Wall  Street  went  globa 
decade  ago.  A  lot  of  tears  will  be  sl| 
along  the  way. 

By  Paula  Dwyer  in  London,  wj 
Bill  Javetski  in  Pans,  Leah  Nath 
Spiro  in  New  York,  Pete  Engardiol 
Hong  Kong,  and  Geri  Smith  in  MeX^ 
City 
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Youre  finishing  a  presentation  on 
Lotus  Freelance  Graphics,  printing  a  report 
on  your  boss'  desk,  and  browsing 
the  Internet  all  at  the  same  time. 


Is  it  the  espresso  or  OS/2  Warp  Connect? 


Can   your   soft  iv  are 


Wliile  OS/2'  Warp  Connect  may  not  come  with  a 
of  lemon,  it  will  let  you  access  multiple  servers  on 
pie  networks  at  the  same  time,  from  anywhere. 

With  just  one  phonecall  and  one  password,  vou  can 
irectly  into  Liternet,  UNIX® 
Windows®  for  Worlvgroup, 
kre®as  well  as  IBM  servers.  That's  all  it  takes 
ire  graphics  files  and  databases,  drives  and 
ers.  Even  applications. 

And  because  there  are  separate  memory 
iss  spaces,  it  s  crash-protected.  So  a  problem  on  one 
am  won't  crash  everything  you're  working  on. 


You  can  create  Person  to  Person" comiections  with 

up  to  eight  other  people  no  matter  where  they  are,  whether 

they're  four  floors  away  or  four  time  zones.  Conference  by 

video.  Collaborate  by  chalkboard.  Conunuiiicate. 

,         ,  .    o      So  if  you're  looking  lor  network 
d  o    t  h  I  s  r  ^ 

connectivity,  compatibility  and 
true  muhitasking,  call  us  at  I  800  IBM-3333, 
ext.  E14100.  Or  visit  our  web  site  at  htlp://www. 
austin.ibm.com/pspinfo/os2.htnd  lor  additional 

information  about  —  — 

OS/2  Warp  Connect.  You'll  =   ^  =^ 

find  it  f[uite  stimulating.         Solutions  lor  a  small  planet"" 


lomect  Fullpack  is  available  Irom  IBM  loi  $189  by  calling  1  800  IBM-3333,  exi  EA 100  In  Canada,  please  call  1  800  0S2-WARP.  exi  094  Resellet  prices  may  vary  The  IBM  home  page  is  located  al  hllp  limm  ibm  com  IBM  and  OS/2  are  registered  Irademarks  and  Pi'ison  lu  Person, 
■  a  small  planet  and  the  OS/2  logo  are  trademarks  ol  International  Business  Machines  Corp  All  other  company  and/or  protJuct  names  are  Irademarks  and  registered  trademarks  ol  their  respective  companies  it)  1995  IBM  Corporation  All  rights  reserved 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

COULD  IVAX 

GET  SWALLOWED? 

Short-sellers  on  the  inn.  Insider  buy- 
ing heating  up.  And  takeover  whis- 
pers getting  louder.  All  that  action  is 
fueling  a  resurgence  in  the  stock  of 
IVAX  (ivx),  the  nation's  largest  generic 
drugmaker,  making  the  shares  leap 
from  24  to  29  in  recent  weeks.  What's 
going  on? 

The  shoils  are  still  very  much  on 
IVAX'  back,  but  they  have  taken  a  beat- 
ing as  the  stock  has  jumped,  ivax  has 
been  talked  about  as  a  takeover  target 
all  yeai;  but  it  now  is  starting  to  appear 

FEELING  BETTER  ALREADY 
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PERSHiWE 
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DATA:  BLOOMBERG  FINANCIAL  MARKETS, 
ZACHS  INVESTMENT  RESEARCH 

much  closer  to  doing  an  actual  merger 
deal,  says  one  investment  banker. 

Analysts  estimate  the  dingmaker's 
value  at  40  a  share  on  fundamentals 
alone,  based  on  the  company's  project- 
ed 1996  earnings.  (In  1994,  the  stock's 
price  climbed  as  high  as  38.)  One  ana- 
lyst, whose  investment  firm  has  bank- 
ing ties  with  ivax,  figured  that  the 
drugmaker's  earnings  in  the  fourth 
quarter  of  1996  could  approach  $2  a 
share  on  an  annual  basis.  So  ivax  is  a 
shoe-in  to  hit  the  40s  next  year.  In  the 
pharmaceutical  industry,  the  average 
p-e  is  22,  vs.  iVAX's  current  p-e  of  20. 

In  spite  of  the  stock's  30%  climb  this 
yeai",  some  coiporate  insiders,  mcluding 
Chairman  and  ceo  Philip  Frost,  have 
stepped  up  their  buying.  In  August, 
Frost  exercised  options  for  1.4  million 
shares,  which  set  him  back  more  than 
$1  million.  That  move  boosted  his  stake 
to  15%. 

Takeover  speculation  has  been  driv- 
en by  a  recent  purchase  by  basf,  a 
large  German  drug-and-chemical  con- 
glomerate, by  which  it  acquired  a  4.9% 
stake  in  ivax.  Some  investors  argue 


that  the  buy  was'  just  an  initial  step  to- 
ward building  up  a  major  position  in 
ivax.  BASF  may  be  forced  to  accelerate 
its  buying  because  of  the  advance  in 
the  stock's  price.  In  March,  ivax  and 
BASF  foiTTied  a  joint  ventui'e  to  set  up  a 
generic-drug  operation  in  Germany. 
"That  will  eventually  expand,  we  ex- 
pect, to  the  rest  of  Continental  Eu- 
rope," says  analyst  David  Saks  of 
Gruntal  &  Co.  "bAvSF  may  take  a  larger 
equity  position,  vdth  an  eye  toward  a 
merger." 

BASF  may  not  be  the  only  suitor, 
however,  says  one  investment  banker. 
"There  are  other  pharmaceutical  com- 
panies in  Europe  and  the  U.  S.  who  I 
would  say  are  suitors,"  he  insists.  One 
such,  he  adds,  is  Bayer,  another  Ger- 
man giant.  "IVAX  has  positioned  itself  in 
the  generic  and  nongeneric  drug  busi- 
ness in  such  a  way  that  it  makes  a 
good  fit  with  many  European  drug 
companies,"  says  one  ivax  insider. 
Frost  declined  comment. 

0  GOME  YE 
TO  BETHLEHEM 

Everyone  is  looking  for  the  ignored, 
undei-valued  stock.  But  it  takes  guts 
to  plunk  down  money  on  a  stock  that's 
down  and  out  of  favor.  Investment  pro 
Larry  Rice  makes  a  fine  living  doing 
just  that:  With  gusto,  he  goes  after 
unwanted  stocks — those  he  thinks  will 
be  the  next  darlings  of  the  mutual 
funds.  One  such  stock  he  Ukes:  Bethle- 
hem Steel  (bs). 

Rice  is  snapping  up  shares  even 
though  Wall  Street  types  are  nearly 
unanimously  bored  vdth  the  steel  in- 
dustry. "Bethlehem  doesn't  make  mem- 
ory chips  or  new  cbnags — ther-e's  no  sex 
to  the  Bethlehem  story,"  he  says.  But 
Rice,  chief  investment  officer  and  dir'ec- 
tor  of  r-esearch  at  Josephthal  Lyon  & 
Ross,  is  bullish  nonetheless. 

Why?  He  thinks  the  stock,  which 
has  been  meandering  ar-ound  the  mid- 
teens,  will  hit  the  20s  in  6  or  12 
months.  It's  trading  at  14  a  share — 
not  far  from  its  52- week  lov/  of  13X. 
But,  says  Rice,  Bethlehem  "has  down- 
sized, upgraded  its  mills,  and  become 
very  competitive  with  steel  producer's 
her-e  and  abroad." 

He  expects  the  mutual  ftmds  will  go 
after  steel  stocks  when  they  realize 
that  the  world  economic  outlook  is 
brightening.  Contrary  to  popular  be- 
lief, Rice  adds,  demand  for  steel  will 
firm  up  along  vdth  prices.  Zachs  In- 


vestment Research  sees  Bethlehen 
making  $2.58  a  share  in  1996  and  $1.7' 
this  year,  vs.  1994's  35(Z. 


TOP  SOURCE 
GETS  TUNED  IN 


Overhead  radio  speakers  and  oil  ana 
lyzers:  They  don't  sound  like  stun 
ning  breakthroughs.  But  they  ar-e 
least  for  Top  Source  Technologies  (TPS] 
whose  shares  have  spurted  from  5%  b 
TA  in  four-  months.  Three  years  ago 
the  stock  was  at  2'A. 

Top  Soui'ce's  overhead  speakers  an 
a  success  in  Chrysler-'s  Gr-and  Cherok© 
and  Jeep  Wrangler-.  In  addition,  To] 
Source  has  filed  a  patent  for-  a  fron 
over-head-mounted  system  with  shock 
absor'bing  mater'ials.  This  would  elimi 
nate  the  need  for  speakers  on  th( 
dashboard  and  door-s. 

The  company's  on-site  oil  analyze: 
pr'ovides  refineries,  chemical  plants,  o\ 
vehicle-fleet  operators  a  scientifii 
breakdovra  of  a  sample  from  an  engini 
or  transmission.  The  analysis  measure; 
contaminants,  such  as  metal  debris] 
coolant,  and  unburmed  fuel.  "Our  ana| 
lyzer  helps  clients  to  improve  ftiel  ecoi 
omy  and  r'educe  exhaust  emissions,] 
says  Chairman  Stuart  Landow.  "Inter 
est  in  the  analyzer  among  r-efiners  haj 
been  strong."  So 
far,  two  multina- 


AND  irS  TURNING 
UP  THE  VOLUME 


tional  oil  compa- 
nies have  leased 
the  analyzer-s,  for 
which  they  pay  a 
fee  of  $10  per 
test.  But  Landow 
would  not  identify 
the  companies. 

One  pro  says 
analyzers  will  go 
this  month  to  two 
other  clients:  an 
oil  company,  said 
to  be  Texaco,  and 
a  dealer  for- 
Cummins  Engine. 
"These  new  orders  confirm  the  efficac; 
of  the  analyzer's  as  well  as  the  potentia 
demand  for  them,"  he  says. 

Revenues  ar'e  flowing  from  th( 
speakers.  This  year,  the  oil  analyzer 
are  expected  to  kick  in,  too.  Afte; 
years  in  the  red.  Top  Source  will  re' 
port  a  profit  in  the  year  ending  Sept 
30,  1996,  says  Jonathan  Garriss  o 
Hampshire  Securities.  He  sees  earn 
ings  of  11(2  a  share  in  fiscal  1996  an( 
56(2  in  1997,  vs.  an  8c  loss  this  year. 
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Value 


Creating  it  is 
your  ultimate 
goal.  That's 
why  you  call 
J.P.  Morgan." 


'gan  banker  advises  a  client  in  Prague 


Whether  you're  privatizing  an  industry, 
selling  a  division,  or  expanding  into 
new  markets,  one  requirement  must 
always  be  met:  you've  got  to  develop 
the  strategy  that  delivers  the  highest 
value.  For  that,  you  need  a  partner 
that  can  identify  the  fundamental 
issues  that  affect  it.  Design  the  trans- 
action that  unlocks  it.  Create  the 
most  effective  capital  structures. 
Balance  the  interests  of  shareholders, 
customers,  and  other  constituents  in 
even  the  most  complex  transactions. 
Mobilize  a  truly  global  network  of 
experienced  professionals.  And  keep 
your  long-term  interests  constantly 
in  view.  In  1994  alone,  we  helped 
clients  achieve  their  goals  in  more 
than  100  transactions,  ranking  us 
among  the  top  merger  and  acquisi- 
tion advisors  in  the  world.  If  creating 
value  is  important  to  you,  call  the 
firm  with  the  talent  and  track  record 
for  doing  just  that.  J.R  Morgan. 


For  more  information  about  how  J.R  Morgan  advises  and 
executes  for  its  clients,  call  your  Morgan  banker,  or  visit 
us  on  the  World  Wide  Web  at  http  //vnvw  ipmorganxom 


J  P  Morgan 
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Informed 

Coriscrit 

By  John  A.  Byrne 

The  controversy  surrounding  silicone  breast  implants  has  plung 
Dow  Corning  Corp.  into  bankruptcy.  More  than  8,000  worn 
still  have  lawsuits  pending  against  the  company,  which  has  spe 
$1  billion  defending  itself.  On  Sept.  13,  a  federal  judge  rul 
that  suits  against  parent  companies  Dow  Chemical  Co.  and  Coi 
ing  Inc.  could  proceed  despite  the  bankruptcy  filing.  All  this  because  o: 
product  that  produced  less  than  1%  of  Dow  Coming's  revenues. 

John  E.  Swanson  viewed  this  debacle  from  a  unique  vantage.  For  most 
27  years  at  Dow  Corning,  he  shaped  its  ethics  program,  which 

acclaimed  as  a  model  for  Corporate  America.  His  wife,  Col- 
leen, had  Dow  Coming  breast  implants.  After  years  of  devas- 
tating illnesses,  she  became  convinced  that  her  implants 
were  destroying  her  health — and  that  the  company  had  failed 
to  inform  women  of  the  risks.  In  time,  John  came  to  agi'ee. 
He  also  came  to  bebeve  that  his  company  had  acted  unethical- 
ly through  much  of  the  crisis. 

The  circumstances  John  Swanson  faced  were  remarkable. 
But  his  experience  is  emblematic  of  the  ethical  conflicts  any 
executive  can  face.  What  happens  when  personal  values 
clash  with  corporate  beliefs?  What  happens  when  a  moral 
choice  separates  you  from  your  company's  official  position  and 
from  youi"  colleagues  in  a  close-knit  organization?  Here,  in  an 
adaptation  from  a  forthcoming  book  hy  Senior  Writer  John 
A.  Byi'ne,  is  the  harrowing  tale  of  how  one  manager  faced 
those  questions. 


FOUR  WEEKS  EARLIER,  COLLEEN  SWANSON 
been  out  cold  on  an  operating  table  at  Cleveland's  Mc 
Sinai  Medical  Center  A  surgeon  had  worked  three  hour 
remove  the  silicone  breast  implants  that  had  been  in 
chest  for  17  years — and  that  Colleen  was  sure  were 
cause  of  health  problems  that  had  for  years  eroded  her 

Since  the  gruehng  operation,  she  had  been  bandaged  £ 
collarbone  to  waist.  Now,  on  a  bright  and  beautiful  momin 
July  of  1991,  she  would  get  the  first  glimpse  of  how 
looked.  Her  husband,  John,  had  already  left  for  his  jol 
Dow  Corning — the  maker  of  the  implants. 

Once,  John  had  loved  his  job  and  his  life  in  little  Midli 
Mich.  But  for  yeai's,  he  had  shared  Colleen's  anguish,  coml 


From  Informed  Consent:  A  Story  of  Personal  Tragedy  and  Corporate  Betrayal... Inside  the  Silicone  Breast  Implant  Crii 

by  John  A.  Byrne.  Copyright  ©  1996  By  John  A.  Byrne.  Reprinted  by  permission  of  The  McGraw-Hill  Companies 
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Illustrations  By  John  Coll 


MOMENT  OF  TRITH 


She  climbed  out  of  bed  and  walked  to  the  bathroom,  consciously  avoiding 
the full-length  mirror  07i  the  bedroom  wall,  and  went  to  the  smaller  mirror  over  the 
sink.  Before  flicking  on  the  light,  she  closed  her  eyes  once  more  and  tensed. 
Finally,  she  stared  at  her  reflection. 
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ing  her  thi'ough  ailments  including  severe  migTaines,  debilitat- 
ing joint  pain,  and  extreme  fatigue.  And  when  he,  like  Col- 
leen, concluded  that  her  implants  wei'e  the  cause,  he  support- 
ed her  decision  to  have  them  removed.  Still,  Colleen  had 

purposely  failed  to  re- 
mind him  that  today 
was  the  day  to  take 
off  the  bandages.  "I 
really  felt  I  wanted  to  deal  with  it  myself,"  she  recalls. 

Ever  since  her  sui'gery,  she  had  tried  to  imagine  how  she 
would  look.  A  petite  woman  of  55,  Colleen  was  always  impec- 
cably turned  out,  her  quietly  tasteful  clothes  reflecting  her  con- 
servative Midwestern  backgi'ound.  She  had  sought  the  im- 
plants only  to  bring  her  small,  uneven  breasts  closer  to 
average.  Now  she  wondered:  Would  she  despise  her  appear- 
ance? Would  John?  "I  knew  it  was  going  to  be  bad,"  she 
says,  "because  my  sui'geon  had  told  me  that  most  of  my 
breast  tissue  had  been  destroyed." 

She  spent  hours  that  morning  summoning  her  courage. 
At  last,  she  eased  herself  into  a  warm  bath  and  gently 
splashed  water  over  the  bandages  in 

hopes  the  water  would  penetrate  the  \  

plastic  tape  and  lessen  the  pain  of 
its  removal.  But  the  bath  failed  to 
loosen  the  dressing,  and  for  a  time 
she  gave  up. 

That  afternoon,  she  tried  again. 
Alone  in  her  bedroom,  she  lowered 
the  shades  and  lay  on  the  bed.  She 
began  to  pull  at  the  tape,  gritting 
her  teeth  against  the  pain.  Only  when 
the  bandages  were  tossed  aside  did 
she  glance  down.  Wliat  she  saw  made 
her  cry  out,  then  shut  her  eyes,  not 
wanting  to  see  any  more. 

She  climbed  out  of  bed  and  walked 
to  the  bathroom,  consciously  avoid- 
ing the  full-length  mirror  on  the  bed- 
I'oom  wall,  and  went  to  the  smaller 
muTor  over  the  sink.  Befoi'e  flicking 
on  the  light,  she  closed  her  eyes  once 
more  and  tensed.  Finally,  she  stared 
at  her  reflection. 

Thick,  red,  six-inch  scars  curved 
across  each  side  of  her  chest  where 
the  creases  beneath  her  breasts  had 
been.  Instead  of  breasts,  there  were 

just  ridges  of  folded,  discolor-ed  skin — like  deflated  balloons 
that  had  held  air  a  long  time.  The  left  side  of  her  chest, 
where  more  silicone  had  appai'ently  leaked  into  her  body,  was 
nearly  concave. 

Colleen  stared  at  herself  for  four  or  five  minutes.  She 
didn't  recognize  the  frightened  and  pitiful  woman  whose 
trembling  body  was  forever  disfigiu-ed.  Finally,  she  stepped 
into  the  shower  and  let  the  water  wash  the  dried  blood  fi-om 
the  wounds.  She  tried  to  calm  herself  and  relax,  but  she 
couldn't  h(jld  back  the  sobbing.  "I  ciied  and  cried  and  cried," 
she  recalls.  "I  cried  for  a  long  time." 

SEVEN  MONTHS  EARLIER— IN  LATE  DECEMBER, 
1990 — John  Swanson  had  opened  an  interoffice  envelope 
marked  "P'or  Addressee  Only"  to  find  a  shocking  memo.  Two 
company  officials,  it  alleged,  were  trying  to  destroy  internal 
reports  that  showed  far-  higher-  complication  r-ates  for  silicone 
breast  implants  than  Dow  Coriiing  had  ever  acknowledged. 
These  wer-e  ser-ious  allegations  under  any  cir-cunistances,  but 
for  Swanson,  they  had  great  personal  significance.  The  memo 


Since  1963,  when 
Dow  Corning 
introduced  breast 
implants,  there  had 
been  mounting 
complaints  that  the 
devices  ruptured 
far  more  frequently 
than  expected. 


came  from  the  company's  medical  dh-ector;  Dr-.  Char-les 
Dfllon,  who  was  asking  the  Business  Conduct  Committee  , 
which  Swanson  ser-ved  to  investigate  "a  violation  of  cor-pora, 
pr-ofessional,  and  commonly  accepted  business  ethics." 

Dillon's  account  said  that  Greg  Thiess,  a  senior  litigation 
toi-ney,  had  appr-oached  Mar-y  Ann  Woodbur-y,  a  r-esear-ch  sci( 
tist,  and  asked  her  to  destr-oy  all  copies  of  a  memo  in  wh 
she  had  analyzed  implant  complication  r-ates.  Distur-bed,  Wo( 
biu-y  had  asked  Dillon  to  join  her  and  Thiess,  and  the  attorr! 
had  i-epeated  his  r-equest.  "Greg  stated  to  us  that  he 
acting  at  the  specific  request  of  Robert  Rylee  II,  vice-presidi^ 
and  general  manager  of  the  health-car-e  business,"  Dill' 
wr-ote,  adding:  "He  also  stated  that  the  information  contair^, 
in  the  memos  would  compromise  projects  that  he  was  tl| 
working  on  in  Dow  Cor-ning  product-liability  litigation  4 

be  adverse  to  the  company  if  publicly  revealed  " 

Every  night,  John  and  Colleen  had  been  debating  wiietlf 
she  should  have  her  implants  removed.  Both  had  begun' 
wonder  if  Dow  Cor-ning  had  failed  to  inform  patients 
known  r-isks.  Dillon's  memo  was  a  part  of  the  puzzle — bul^ 
didn't  reveal  the  complication  r-a 

  Woodbur-y  was  reporting. 

The  Business  Conduct  Comnr 
tee  scheduled  a  Jan.  3  meeting, 
air  the  incident.  Eager  to  leg 
more,  Swanson  phoned  Woodbi, 
that  morning.  "Can  you  give 
just  a  brushstroke  idea  of  what  it 
we're  talking  about  that  Bob  Ryjc 
is  so  concer-ned  about?"  he  asked 
Woodbur-y  said  she  had  stud? 
complaint  data  from  company  fi; 
and  other  sour-ces,  including  t- 
government.  She  concluded  tl| 
complaints  received  by  the  compa| 
were  pr-obably  but  a  portion  of  t| 
actual  number  because  "it's  oil 
those  that  get  back  to  us  tlir-ougl 
doctor's  office."  Many  probal] 
went  unreported.  Woodbur-y 
believed  the  company  over-estiml 
ed  the  number  of  implant  reel 
ients,  which  would  lower  the  ci 
plication  r-ate.  In  the  sample 
studied,  Woodbury  had  fouil 
30.3%  of  women  with  implants 
perienced  problems,  and  13% 
the  implants  r-eplaced  within  five  years. 

As  it  tiu-ned  out,  the  Business  Conduct  Committee  meetifc^d 
was  postponed  sever-al  days.  Swanson  prepared  the  agen  (j 
but  Richar-d  A.  Hazleton,  then  general  manager  of  the  ind 
tr-ial  pr-oducts  gr'oup,  asked  him  not  to  attend.  Swanson  s||| 
pected  it  was  because  he  seemed  sympathetic  to  Dill  jej 
Though  taken  aback,  he  didn't  argue — perhaps  because 
knew  he  was  beginning  to  be  conflicted  about  implants 

So  liis  knowledge  of  the  session  came  fi-om  a  sumrnar-y  p| 
pared  by  other  member-s  of  the  conduct  committee.  The  d; 
ument  confir-med  that  Thiess  had  been  following  Rylee's 
ders.  It  said:  "Bob  Rylee  indicated  that  when  he  received 
infor-mation  . . . ,  he  was  very  concer-ned  that  the  way  it  vj 
stated  was  pr-ejudicial  to  Dow  Cor-ning's  inter-ests  and  cotj 
have  adverse  impact  in  futiu'e  htigation  situations.  He  stal 
he  did  not  intend  in  this  case,  nor  does  he  advocate  in  gei 
al,  suppressing  either-  factual  infor-mation  or-  pr-ofessional  o 
elusions  or  opinions."  But  Rylee  wanted  documentation  tl| 
made  clear  "the  distinctions  between  facts,  conclusions, 
opinions  of  people  inside  and  outside  Dow  Coriiing  w] 
which  Dow  Coriring  agr-ees,  and  conclusions  or  opinions  Wi 
which  Dow  Coming  does  not  agr-ee." 


J  to  lie 
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WHAT  THE  MEMO  KEVEALED 


m  Dow  Corning  officials,  it  alleged,  were  trying  to  destroy  internal 
iports  that  showed  far  higher  complication  rates  for  silicone  breast 

implan  ts  than  the  compayiy  had  ever  acknowledged.  These 
ere  serious  allegations  under  any  circumstances,  but for  Swanson, 
they  had  great  personal  significance. 


ruptured  far  more  fre- 
quently than  expected,  that 
even  intact  implants  leaked 
silicone,  and  that  silicone 
caused  myriad  illnesses.  In 
1984,  Dow  Corning  had 
lost  its  first  major  implant 
lawsuit;  the  jury,  persuad- 
ed that  the  company  had 
concealed  problems,  had 
found  it  guilty  of  fraud. 

In  1989,  after  someone 
leaked  an  internal  study 
showing  "an  increased  inci- 
dence of  fibrosarcomas  at 
the  implant  site,"  Washing- 
ton-based Public  Citizen's 
Health  Research  Group 
had  sued  the  Food  &  Drug 
Administration  to  release 
the  results  of  all  safety 
studies  on  siHcone  gel  that 
Dow  Corning  had  given  it. 
In  response,  shortly  before 
Dillon  sent  his  memo,  a 
U.  S.  district  court  judge 
had  ordered  the  fda  to  re- 
lease the  results  of  two 
decades'  worth  of  compa- 
ny studies.  Moreover,  the 
judge  had  chastised  Dow 
Coming  for  invoking  secre- 
cy orders  it  had  won  in 
earlier  coiol  battles  to  pre- 
vent him  from  hearing  ex- 
pert testimony  on  the 
studies. 

The  press  had  begim  re- 
porting that  silicone  leak- 
ing from  implants  might 
cause  auto-immune-system 
diseases  such  as  lupus  and 
rheumatoid  arthritis.  And 
Congi'ess  was  about  to  hold 
hearings  on  implant  safety. 


e  incident,  the  memo  added,  would  serve  as  a  spring- 
I  to  develop  guidelines  for  resolving  future  conflicts, 
son  was  bitterly  disappointed  that  his  colleagues  had 
id  the  larger  issue:  Was  the  company  deliberately  under- 
ating  compUcation  rates? 

Ion  was  also  imhappy.  He  had  been  urging  Rylee  to  fimd 
es  of  basic  cancer  and  mortality  issues,  complication 
,  and  whether  sihcone  could  cause  immune  diseases, 
he  doubted  that  would  ever  happen, 
ur  months  later,  the  doctor  quit.  Before  he  left,  Swanson 
ioned  him  about  implants.  Dillon  couldn't  say  for  sure  if 
le  posed  a  risk,  he  told  Swanson;  the  reseai'ch  wasn't  com- 
But  he  suiTnised  that  some  women  probably  couldn't  tol- 
silicone — and  there  was  no  screen  to  identify  them, 
ood  luck,"  Dillon  said.  "Dow  Corning  is  going  to  need  a 
n  like  you."  Swanson  supposed  it  was  a  compliment.  But 
ondered  just  what  he  could  do. 

OW  CORNING  WAS  AWASH  IN  LEGAL  PARANOIA, 
s  small  wonder.  Since  1963,  when  it  introduced  breast  im- 
s,  there  had  been  mounting  complaints  that  the  devices 


OVER  THE  COURSE  OF  HIS  DOW  CORNING  CAREER, 
John  Swanson  had  become,  in  a  sense,  the  conscience  of  the 
corporation. 

A  lean,  fair  man  who  looks  as  though  he  were  made  to  sit 
behind  a  desk  in  a  prudent  Brooks  Brothers  suit,  Swanson 
joined  the  company  in  1966,  at  30,  as  advertising  supervisor 
and  soon  became  manager  of  industrial  marketing.  His  break 
came  when  a  speech  he  wi'ote  impressed  William  C.  Goggin, 
then  chauTnan  and  CEO.  Goggin  began  to  have  Swanson  winte 
his  speeches  and  to  seek  Swanson's  advice  on  issues  such  as 
launching  a  campaign  to  end  the  confusion  between  Dow 
Corning  and  its  parents,  Dow  Chemical  and  Corning. 

After  Goggin  retired  in  1975,  his  successor.  Jack  S.  Luding- 
ton,  also  came  to  rely  on  Swanson.  Dow  CoiTiing  was  now  de- 
riving 45%  of  its  neai'ly  $300  million  in  revenues  overseas,  and 
one  issue  that  concerned  Ludington  was  whether  the  company 
adhered  to  the  same  values  in  far-flung  outposts  as  in  Midland. 

PubUc  confidence  in  U.  S.  corporations  had  been  hurt  by 
revelations  of  companies  bribing  foreign  officials  and  making 
illegal  political  contributions.  Dow  Corning  hadn't  been  in- 
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volved.  but  it  had  a  growing  business  in  developing  countries 
where  kickbacks  and  bribes  were  common.  In  1976,  Luding- 
ton  asked  Swanson  and  three  other  managers  to  form  a 
Business  Conduct  Committee  to  draft  guidelines  for  ethical 
conduct,  develop  a  process  for  monitoring  business  practic- 
es, and  recommend 
ways  to  cori'ect  ques- 
tionable activities. 
Few  would  consider 
corj3orate  ethics  riveting,  and  in  1976,  Swanson  was  not  among 
them.  He  considered  himself  more  pragmatic  than  idealistic.  He 
had  never  embraced  religion.  But  he  prided  himself  on  his  in- 
tegiity,  a  value  he  felt  he  shai'ed  with  liis  father,  a  conseivative 
RepubUcan  who  owned  a  gi'ocery  store  in  Minneapolis. 

As  Swanson  began  travehng  to  discuss  ethics  with  often 
skeptical  colleagues,  he  became  intrigued  by  his  task.  Could  a 
corporation  reconcile  the  conflict  between  the  quest  for  prof- 
it and  socially  responsible  behavior? 
His  assignment  became  a  challenge: 
How  do  you  convert  ethics  fi'om  sim- 
ple pieties  to  part  of  the  ethos  of  a 
global  organization? 

Swanson  led  the  development  of  a 
code  of  ethics  entitled  A  Matter  of 
bitegrity.  The  code  detailed  the  re- 
sponsibilities of  the  corporation  and 
its  employees  and  outlined  proper 
relations  with  customers  and  suppli- 
ers. In  bold  ty]3e,  the  introduction 
asserted:  "We  will  act  with  the  idea 
that  everything  we  do  will  eventual- 
ly see  the  light  of  day." 

But  what  distinguished  the  eth- 
ics progi'am  was  its  active  and  vis- 
ible Business  Conduct  Committee, 
of  which  Swanson  was  the  sole  per- 
manent member.  The  committee, 
staffed  by  top  executives  in  rotating 
assignments,  conducted  face-to-face 
meetings  with  executives  ai'ound  the 
world  that  explored  such  sensitive 
topics  as  pricing  and  kickbacks.  The 
sessions  helped  make  ethics  central 
to  Dow  Coming's  culture. 

What  Swanson  had  seen  as  an  as- 
signment to  dish  out  management's  flavor-of-the-month  be- 
came a  long-teiTn  commitment.  He  now  viewed  the  progi'am  as 
noble  and  informed,  and  with  Ludington's  support,  he  emerged 
as  its  leading  proponent. 

In  1984,  reseai'chers  from  Hai'vard  business  school  under- 
took what  became  a  series  of  laudatoiy  studies  of  the  pro- 
gi'am, and  Swanson  became  a  nationally  recognized  expert  on 
business  ethics.  "John  Swanson  was  much  more  genuine  than 
most  corporate  ethics  officers,"  says  Laura  Nash  of  Boston 
University's  Institute  for  the  Study  of  Economic  Culture. 
"John  had  a  comprehensive  view  that  this  was  about  a  way  of 
thinking."  By  1990,  Swanson,  now  senior  consultant  for  com- 
munications and  business  conduct,  was  devoting  nearly  half 
his  time  to  ethics — updating  the  code,  making  presentations  to 
employees,  and  organizing  and  writing  conduct  reviews.  All 
along,  he  strove  to  build  a  moral  consensus  that  could  guide 
employees  to  do  the  right  thing. 

JOHN  AND  COLLEEN  MET  IN  MID-1973,  THREE 
years  after  the  end  of  his  first  marriage.  Colleen,  .34,  feisty 
and  vivacious,  was  also  divorced  and,  like  John,  she  had  two 
children.  Within  four  months,  the  couple  wed. 


Colleen  consulted 
numerous  specialists 
and  underwent 
countless  tests,  but 
no  one  could  explain 
what  was  wrong.  She 
became  so  fatigued 
she  would  go  to  bed 
right  after  dinner. 


At  about  the  same  time,  a  Dow  Coming  chemist,  Silas 
Braley,  moved  into  John's  department.  For  years.  Bra  (ifttiii 
had  helped  doctors  develop  medical  applications  for  silico  ig 
Now,  he  was  to  torn-  the  countiy,  aimed  with  a  case  full  of  taii « 
tificial  joints,  ears,  chins,  and  breast  implants,  promoting  \  jse 
use  of  silicone  body  parts.  Swanson  had  known  Dow  Com; 
made  breast  implants,  but  working  with  Braley  made  liim 
more  aware  of  this  small,  curious  part  of  the  business. 

A  month  or  so  after  the  Swansons  mamed,  they  accom4Slifiif 
nied  Braley  and  his  wife  to  Detroit,  where  Braley  was  to  d  mre  it 
radio  show.  Dui-ing  the  chive,  there  was  plenty  of  conversat  oentai 
about  breast  implants.  Colleen  asked  many  questions.  I  W  u 
eveiy  one,  she  says,  Braley  had  a  reassuring  answer.  He  t  ilicallyj 
Colleen  that  if  she  wanted  implants,  he  could  airange  fo  iasi'eJ 
sui'geon  who  was  among  the  best  at  the  procedure  to  do  i  m. '» 
operation.  Subsequently,  she  read  a  Dow  Corning  brochi 
that  reassured  women,  among  other  things,  that  implai 
could  be  expected  to  "last  for  a  n 

  m'al  lifetime." 

Says  Colleen:  "I  had  been  advii  ifciitao 
by  the  one  person  who  represent  mil 
the  best  state-of-the-ait  knowledgf  fSed.  S 
medical  uses  of  silicone  in  the  woi  loi  f. 
He  knew  the  most  competent  plas  Hen,  tii 
surgeons  for  this  procedure  in 
U.  S.  Dow  Corning  had  original  j 
the  silicone  implants  and  was  a  hi, 

ly  reputable  organization  [B]ai 

on  Si's  reputation  and  Dow  Cojts, 
ing's,  I  felt  veiy  confident  that 
cone  implants  were  safe." 

So,  in  March,  1974,  the  Swans*  t 
packed  Colleen's  Chevrolet  Imp 
convertible  and  headed  for  Flori 
In  the  trunk  were  suitcases  full 
summer  clothes  for  John,  Colle 
and  her  two  kids.  Another  suite 
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held  a  box  containing  a  paii-  of  va  15 


um-sealed,  sterile  silicone  breast 
plants.  They  were  to  be  given 
Dr.  James  L.  Baker  Jr.,  the  surg»  j 
chosen  by  Braley,  to  replace  the 
he  would  stitch  into  Colleen, 
family  would  go  to  Disney  Woife 
Along  the  way,  Colleen  would  v 
Dr.  Baker,  who  had  agi'eed  to  operate  for  $100  if  the  Sw 
sons  brought  the  replacement  implants.  Most  surgeons  w  st,  she 
charging  between  $1,000  and  $3,000. 

The  day  before  the  surgery,  the  Swansons  visited 
Baker.  He  took  Colleen's  medical  history,  outlined  the  pre 
dure,  and  examined  her  breasts  for  tumors  or  cysts.  I 
then  signed  a  foiTn  confirming  she  had  been  informed  of 
tential  difficulties.  The  operation  had  been  done  for  sev(  \ 
years,  it  said,  but  "the  end  results  are  not  and  cannot  be 
temiined  for  a  number  of  years  to  come."  It  also  said  that 
a  small  percentage  of  cases,"  implants  might  not  be  tolerajjt^ 
and  would  have  to  be  removed.  But  Baker  assui'ed  her  of 
operation's  high  success  rate.  Colleen  says,  and  she  expi 
enced  no  doubts.  Colleen  had  surgery  the  next  morni||ut 
Four  days  later,  she  had  a  final  checkup.  "Patient  has 
beautiful  results,"  Baker  noted.  The  family  headed  home,  ( 
The  Swansons  were  still  newlyweds  and  very  much  \ 
love.  Many  nights,  they  shared  candlelit  dinners  by  the  f 
place.  Each  weekend,  they'd  drive  to  a  new  Michigan  loc  ^| 
where  Swanson  would  golf  with  colleagues  while  Coll 
and  the  other  wives  shopped,  until  they  all  met  in  'i^^^^ 
evening  for  dinner. 

Then,  soon  after  her  surgery.  Colleen  began  suffer 
dreadful  migraines.  A  brain  scan  revealed  no  cause,  and 
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ivould  vanish  for  days,  but  it 
s  returned.  Her  doctor  began 
ing  painkillers,  and  an  oxy- 
ank  was  placed  by  her  bed 
se  anxiety  would  cause  her 
perventilate. 

ginning  two  years  later,  she 
leset  by  one  ailment  after  an- 
She  developed  lower  back  pain 
^ere  she  had  to  quit  her  job 
dental  assistant.  Then  canne 
ness  in  her  arms  and  hands, 
lically,  rashes  would  render  her 
as  red  and  shiny  as  a  severe 
m.  She  also  developed  adhe- 
^apsulitis,  which  caused  pain 
:iffiiess  in  her  left  shoulder, 
leen  consulted  numerous  spe- 
:s  and  underwent  countless 
but  no  one  could  explain  what 
vrong.  And  still  her  ailments 
Dlied.  She  became  so  fatigued 
ould  go  to  bed  right  after  din- 
'hen,  her  breasts  became  rock 
and  she  felt  a  constant  bum- 
i  her  chest.  In  time,  pain  be- 

0  sear  through  her  left  arm 
iown  into  her  ring  and  index 
•s.  Then  it  enveloped  her  hips 
eck.  At  one  point,  her  weight, 
illy  105  pounds,  fell  to  89.  The 
■  and  attractive  woman  John 
larried  seemed  to  be  dying. 

MORNING  IN  LATE  1990— 
15  yeai's  into  hei-  ordeal — Col- 
^ot  a  call  fi"om  her  daughter, 
low  lived  in  CalifoiTua.  "Mom," 

1  said,  "I  think  I  know  what's 
g  with  you.  I  just  saw  this 
in  on  television  out  here.  She 
11  of  your  symptoms,  and  she 
low  Coming  implants."  Listen- 
'olleen  felt  a  gi'eat  weight  lift. 
3t,  she  had  an  explanation  for 
affering. 

after  a  long  day  of  meetings 
memos,  John  came  home  to 
Colleen  accuse  his  company  of 

g  an  unsafe  product  that  caused  her  ilhiesses.  The  accu- 
1  felt  like  a  punch  to  the  gut. 

implants  really  did  cause  such  problems,  he  thought,  the 
any  could  not  have  known.  For  that  matter,  he  was 
ical  that  silicone — which  he  was  always  told  was  biolog- 
inert — had  hurt  her-.  If  she  was  right,  he  told  her,  "ow 
vdll  be  turned  upside  down." 

hat  may  be,"  she  countered,  "but  I  can  tell  you  right 
they're  coming  out.  All  I  care  about  is  living." 
e  two  stayed  up  nearly  all  night,  discussing  what  they 
d  do.  How  would  they  find  a  doctor  they  could  trust? 
ind  was  a  gossipy  town.  Even  a  cursoiy  discussion  of 
ems  with  implants  might  get  back  to  his  colleagues, 
les,  John  still  doubted  the  company  was  selling  a  harm- 
■oduct.  "There  was  no  rational  or  documentable  reason  to 
re  it,"  he  says.  "Intellectually,  I  knew  where  she  was 
ig  from:  The  pains  were  real — not  in  her  head!  But 
:  were  all  the  other,  nonemotional  factors  that  played  in 


THE  CONFRONTATION 


If  the  implants  really  were  the  cause  of  her  problems, 
John  though  t,  Dow  Commg  could  not  have  known. 
He  was  skeptical  that  silicone — which  he  was  always  told 
was  biologically  inert — had  hurt  her.  And  if  she  was  right, 

he  told  her,  ''our  lives  will  be  turned  upside  down. " 
"That  may  be, "  she  cou  n  tered,  ''bu  t  I  ca  n  tell  you  right  now 
they're  coming  out.  All  I  care  about  is  living. " 
John  and  Colleen  stayed  up  nearly  all  night,  discussing  what 
they  should  do.  How  would  they  find  a  doctor  they  could  trust? 


it,  too.  We  had  built  a  good  life  in  Midland  and  now  sudden- 
ly all  of  it — friends,  career — was  at  stake." 

That  night.  Colleen  wasn't  all  that  concerned  about  John's 
career,  or  their  fi'iends,  or  their  life  in  the  close-knit  commu- 
nity that  sometimes  felt  Uke  a  subdivision  of  Dow  Coming. 
She  knew  John  felt  tom  between  loyalty  to  her  and  loyalty  to 
the  company.  "Plus,  he's  the  one  who  took  me  to  get  it 

done  That  night  was  temble.  It  was  as  if  our  life  changed 

ovemight.  But  I  knew  one  thing  for  sure:  I  just  wanted  them 
out  and  I  wanted  to  get  well." 

In  the  weeks  ahead,  John  felt  engulfed.  At  work,  he 
would  listen  as  people  around  him  decried  the  fda's  idiotic 
bureaucrats  and  the  media's  sensationalists  and  dismissed,  of- 
ten cruelly,  the  complaints  of  women  with  implants.  At 
home,  he  would  listen  to  Colleen,  who  now  believed  that  Dow 
Coming  had  denied  her  the  right  of  informed  consent  by  hid- 
ing the  risks  of  having  implants.  Back  at  work  the  next 
day,  he'd  hear  the  other  side — that  the  company  was  the  vie- 
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tim  of  overzealous  regulators  and  consumer  advocates. 

On  June  28,  1991,  Colleen  undei"went  the  operation  to  re- 
move her  implants.  Afterward,  her  surgeon  told  her  that 
her  left  implant  had  been  niptured  for  some  time  and  the  oth- 
er was  leaking  silicone. 

THE  SAME  MONTH,  SWANSON  READ  A  STORY  IN 
BUSINESS  WEEK  that  pushed  him  over  the  edge.  Coirespondent 
Tim  Smart  cited  evidence  that  the  industry  had  known  for  at 
least  a  decatle  of  animal  studies  linking  implants  to  cancer  and 

  other   illnesses.  He 

wrote  that  implant 
makers,  "especially 
Dow  Corning,"  were 
meeting  safety  eiuestions  and  lawsuits  "with  a  full-court  press 
to  keep  their  intei'nal  memos  and  studies  fr"om  reaching  the 
public."  Swanson  found  this  pubhc  questioning  of  the  compa- 
ny's ethics  devastating. 

He  immediately  ch-afted  an  E-maD  note  to  the  executive  then 
chairing  the  Business 
Conduct  Committee, 
urging  that  Dow  Com- 
ing reexamine  its 
stance.  "Some  20  years 
ago,"  he  wrote,  "Dow 
Chemical's  intransi- 
gence about  napalm 
gave  that  company  a 
public  image  that  took 
hundi'eds  of  millions  of 
dollars  and  a  total 
change  in  attitude  to 
reverse.  It's  a  lesson 
worth  studying." 

Then  he  began  ap- 
proaching colleagues  to 
argue  for  suspending 
the  production  and  sale 
of  implants  until  the 
company  could  answer 
all  charges.  No  one 
agi'eed.  To  others,  this 
was  about  business, 
not  ethics.  Since  viitu- 
ally  everyone  in  the 
company  thought  sili- 
cone was  safe,  it 
didn't  make  economic 
sense  to  withdraw  the 
product.  But  Swanson 
thought  the  company's 
position  was  misguid- 
ed even  in  terms  of 
business  strategy.  Its 
strident,  defensive  atti- 
tude was  putting  its 
image  at  risk. 

He  went  to  J.  KeiTnit  Campbell,  a  group  vice-president 
whom  CEO  Lawrence  Reed  had  designated  to  manage  the  cri- 
sis, and  recommended  that  a  .statement  be  prepared  for  con- 
sideration at  an  upcoming  board  meeting.  He  then  vvrote  a 
news  release  announcing  that  Dow  Coming  would  stop  pro- 
ducing implants.  Campbell  took  the  release  to  the  meeting 
but  didn't  fight  for  it,  soui'ces  say.  The  directors  were  swayed 
by  arguments  that  suspending  operations  might  hurt  the 
company  in  court.  Be.sides,  Dow  Coming  was  about  to  deliv- 
er tens  of  thousands  of  pages  of  studies  and  other  data  re- 


THE  CEO'S  RAGE 


quested  by  the  fda  to  prove  that  implants  were 
In  July,  1991,  Dow  CoiTiing  shipped  several  cardboard 
es  stuffed  with  documents  to  the  agency.  Little  more  thi 
month  later,  an  fda  official  denounced  the  clinical  studies  as 
weak  that  they  cannot  provide  a  reasonable  assixrance  of 
safety  and  effectiveness  of  these  devices." 

ON  SEPT.  18,  1991,  SWANSON  INFORMED  CAMPBI 
that  he  wanted  to  recuse  himself  fi'om  any  work  conne 
with  implants.  For  months,  he  had  brooded  about  this  ( 
sion.  Would  he  lose  his  job?  Become  a  pariah?  But  he  coul( 
longer  live  with  the  secret  that  his  wife  was  suffering  i 
silicone-related  disease.  And  he  could  no  longer  accept  thi 
cision  to  keep  selling  implants. 

Of  course,  he  could  have  quit  in  protest  or  gone  public 
he  had  none  of  the  memos  or  safety  tests  that  had  hurt 
company  in  court — and  then  been  hidden  by  court  seal, 
had  no  scientific  evidence  that  silicone  was  unsafe.  E 
Colleen's  doctors,  who  had  treated  hundreds  of  wo 

with  implants,  lai 
proof.  There  wen 
long-teiTn  epidemii 
ical  studies.  Wl 
more,  Colleen's 
cal  bills  were  av€ 
ing  $50,000  or  mc 
year.  John  was 
two  years  ft'om  re 
ment — and  he 
Dow  Coming.  Co 
said  she'd  sup 
whatever  decisio: 
made.  "I  didn't  t 
he  should  quit," 
says,  "because 
would  prove  not 
and  neither  John 
I  had  done  anyt 
wrong." 

Swanson  desci  \ 
to  Campbell  Coll 
long  decline  and 
they  believed 
the  cause.  He 
asked  to  be  rec 
and  Campbell  ag 
Swanson  felt  thai 
burden  had  been 


%ook,  "McKennon  demanded,  "what  does 
Colleen  want  out  of  this?  Does  she  want  a  zillion 
dollars?  This  could  he  messy.  Can't  we  just  talk  this  out 
and  see  if  we  can  get  it  resolved?"  But  the  more  the 
men  talked,  the  clearer  it  became  that  they  were 
resolving  nothing. 


LESS  THAN  TH 
months  later,  a 
fornia  woman  m 
$7.3  million  judg 
against  Dow  Co] 
that  would  be  u 

on  appeal.  Soon  after,  internal  documents  that  had  sur 
in  the  trial  were  leaked  to  fda  Commissioner  Da\id  K( 
The  papers  raised  significant  doubts  about  the  safe 
silicone  implants. 

On  Jan.  6,  1992,  Kessler  called  for  a  45-day  moratorii 
sales  of  the  implants.  Soon  after,  Dow  Coming's  board 
seeking  successors  to  Ludington  and  Reed,  neither  of 
seemed  capable  of  leading  the  company  through  the 
They  chose  Keith  R.  McKennon,  a  Dow  Chemical  exec 
vice-president  who  had  eamed  the  sobriquet  "the  firt 
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help  you  man<ige  your  risks. 

•  All  forms  of  property/ casualty  insurance  through  brokers 
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•  Claims  management  and  cost  containment  services 
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With  75  years  of  international 
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can  irit^-ry  ate  every  single  computer  in  your  company.  And  get  you  any  information,  from  any  system,  anywhere  in  the  world. 


This  solution  starts  with  the  industry-leading  Solaris"  operating 
environment-  With  Solans,  you  have  an  open  network  computing 
foundation  for  SPARC,  Intel,"  and  soon,  PowerPC.  In  all,  it  runs 
over  10,000  SPARC  programs,  in  addition  to  Windows,  DOS,  and 
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3tion  limited  scalability  ends  here. 


Macintosh*  applications.  Solaris  is  tightly  integrated  with  Solstice  '  system  and  network  managennent  products,  which 
make  controlling  an  enterprise  less  complex  and  more  cost-effective.  Next,  you  can  add  SolarNet  software,  to  connect, 
administer,  and  integrate  your  PCs  into  the  enterprise.  And  finally,  add  SunSoft  Workshop  tools,  to  develop  and  deploy 
enterprise-class  applications.  When  you  put  all  these  SunSoft  products  together,  you  end  up  ^ 
with  a  network  that's  more  powerful  and  accessible  than  ever.  A  network  that  actually 
becomes  a  computer.  Find  out  more.  1-800-SUNSOFT,  prompt  #1,  or  http://www.sun.com/ 


^SunSoft 

THE  NETWORK  IS  THE  COMPUTER" 
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for  his  ability  to  extinguish  blazes  of  bad  publicity. 

On  Feb.  10,  McKennon  became  chairman  and  ceo.  In 
March,  he  took  Dow  Corning  out  of  the  implant  business.  On 
Apr.  16,  Kesslei-  banned  silicone  breast  implants  for  most 
women  because  manufacturers  had  not  proven  the  devices 
were  safe  and  effective. 


SIX  MONTHS  BEFORE  HER  IMPLANTS  WERE  RE- 
moved,  Colleen  had  decided  to  sue  Dow  Corning.  John 
would  not  be  a  party  to  the  suit  nor  even  speak  with  her  at- 
tomey.  In  Januaiy,  1991,  her  lawyer  approached  the  legal  de- 
partment about  a  settlement  but  was  rebuffed.  Colleen  final- 
ly sued  in  August,  1992,  a  year  after 

her  sui'gery.  Even  then,  she  dreaded  i  

seeing  a  headline  about  her  suit,  so 
she  insisted  it  be  filed  late  on  a 
Friday. 

Three  months  later,  McKennon 
summoned  Swanson  to  his  office. 
Seeming  tense  and  ill  at  ease,  he 
told  Swanson  he  had  recently 
learned  of  Colleen's  lawsuit  and 
wished  he  had  known  about  it  earli- 
er. There  had  been  no  need  for  a 
suit,  he  said.  The  company  could 
have  handled  it  another  way. 

Swanson  told  McKennon  how 
the  legal  department  had  turned 
away  Colleen's  attorney.  McKennon, 
who  declined  to  be  interviewed, 
clearly  knew  he  faced  a  public-rela- 
tions disaster  if  word  got  out.  "I  had 
never  seen  him  this  angry,"  says 
Swanson.  "He  was  mad,  first  at  me, 
and  then,  I  suppose,  at  the  legal 
department." 

"Look,"  McKennon  demanded, 
"what  does  Colleen  want  out  of  this? 
Does  she  want  a  zillion  dollars?  This 

could  be  messy.  Can't  we  just  talk  this  out  and  see  if  we  can 
get  it  resolved?"  But  the  more  the  men  talked,  the  clearer  it 


became  that  they  were  resolving  nothing. 


THOUGH  HE  HAD  NO  MORE  TO  DO  WITH  IMPLANTS 
at  work,  Swanson  was  consumed  with  them  at  home.  He  de- 
voured any  infomiation  he  could  find,  searching  for  help  for 
Colleen — and  explanations  for  his  company's  behavior.  He  had 
already  announced  he  would  retire  as  soon  as  he  was  eli- 
gible— in  August  of  1998.  "It  was  hai'd  to  put  on  a  good  face  to 
go  to  work,  and  yet  I  had  to  do  this,"  he  says.  "I  did  not  want 

to  appear  negative  or 
aiTogant  or  belligerent 

  or  adversarial." 

Soon  after  her  sur- 
gery. Colleen  had  begTin  to  feel  better,  but  her  fatigue,  mi- 
graines, and  joint  pain  persisted — in  her  doctors'  view,  be- 
cause explantation  camiot  always  rid  the  system  of  silicone.  In 
May,  1993,  she  settled  her  lawsuit  for  an  undisclosed  sum. 

Three  months  later,  Swanson  left  Dow  Coming  for  the  last 
time,  exiting  through  an  undergi-ound  tunnel  into  the  summer 
sun.  At  7  the  next  morning,  a  moving  tnick  pulled  into  the 
Swansons'  driveway.  The  couple  was  headed  to  Bloomington, 
Ind.,  where  he  hoped  to  establish  himself  as  an  ethics  consul- 
tant. The  Swansons  left  eai'ly  the  next  day — skipping  breakfast 
rather  than  delaying  their  departure.  "It  was  a  pretty  day,"  re- 
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calls  Colleen.  "The  sun  was  shining.  I  was  a  little  numb  be 
I  was  still  quite  ill.  But  I  can't  say  I  felt  sad." 

ON  MAY  15,  1995,  AFTER  A  U.S.  DISTRICT  COli 
judge  declared  that  a  $4.23  billion  global  settlement  betv 
implant  makers  and  women  seeking  damages  was  in 
quately  funded,  Dow  Corning  sought  federal  bankruptcy 
tection.  The  parent  companies  then  wi-ote  off  their*  comb  .  . 
$739.5  million  investment  in  the  company.  Dow  Comir 
now  battling  even  its  own  insurers,  who  have  charged 
company  with  fraud  and  negligence. 

Yet  momentum  is  swinging  the  company's  way.  Re 
studies   from   Harvard  Mec 

  School  and  the  Mayo  Clinic,  an 

others,  have  cast  doubt  on  the 
between  implants  and  disease, 
critics  have  attacked  these  stu 
on  numerous  grounds — among  tl 
that  they  look  only  for  recogn 
diseases,  such  as  lupus,  rather 
the  complex  of  ailments  many 
cipients  complain  of.  The  Mayo 
ic  researchers  themselves  cautic 
that  "oiu"  results . . .  cannot  be  coi 
ered  proof  of  the  absence  of  an  £ 
elation  between  breast  implants 
connective-tissue  disease."  Eth  "'li^l 
ly,  in  Swanson's  view,  the  new  i 
ings  are  beside  the  point.  The 
issue  is  the  company's  failui'e  toj*''! 
knowledge  and  promptly  investii 
signs  of  trouble. 

The  ethical  dimensions  of 
crisis,  and  Swanson's  role  in  it, 
already  fodder  for  mba  classe 
business  ethics.  Kenneth  Goodp 
er,  who  teaches  such  a  course 
the  University  of  St.  Thomas  fun 
Minneapolis,  knows  the  story  w  »ofie 
It  was  he  who  intei"viewed  Swanson  for  Harvard's  flatter 
studies  of  the  company's  ethics  progi'am. 

His  students  discuss  the  j:)rogi"am's  failui'e  to  bring  problePisaii 
with  implants  to  Light.  They  debate  the  merits  of  a  legal  sysl 
that  lets  vital  infonnation  be  kept  fi"om  the  public  by  a  cc  lepoi 
seal.  And  they  talk  about  John  Swanson.  Many  question 
staying  at  the  company  until  he  could  retii-e. 

"They  see  him  making  the  right  decision  to  leave,"  s 
Goodpaster,  "but  they  think  it  took  him  a  long  time  to  do 
You  might  say  that  it  takes  some  of  the  heroism  out  of  it, 

it  also  puts  some  of  the  humanity  into  it  Dow  Com 

was  John  Swanson's  whole  life  in  a  lot  of  ways.  Some  pec 
could  read  this  case  and  say,  'Hey,  wake  up,  guy!'  But 
never  claimed  to  be  a  hero.  It's  a  story  about  a  real  human 
ing  who  made  an  excniciatingly  difficult  decision.  It's  a  pers  life, 
al  tragedy  for  him  and  othei-s,  and  it's  a  corporate  ti"agedy,  U 


Recent  studies  have 
cast  doubt  on  the  Unk 
between  implants 
and  disease.  But 
Swanson  believes  the 
real  issue  is  a  failure 
to  acknowledge  and 
promptly  investigate 
signs  of  trouble. 


EDITOR'S  NOTE:  Informed  Consent  is  based  on  an  exha  Pntaiii 
five  review  of  couit  I'ecords  and  documents  filed  with  gove 
ment  agencies  and  more  than  100  inteniews,  some  with  forr^  |r^p 
Dow  Corning  Co.  employees.  Throughout  John  Byrne's 
seai'ch,  the  company  repeatedly  declined  to  let  its  executives 
intei-viewed.  It  alleges  that  John  Swanson  once  sought  paymi  U. 
not  to  wiite  a  book — a  clwge  Swanson  vehemently  denies.  1 
company  also  asserts  that  John  Swanson's  involvement 
Byme's  book  "pi'ecludes  the  possibility  of  a  fair,  accurate,  s|l(imi 
objective  evaluation  of  the  conti'oversy."  John  Swanson  will 
ceive  half  of  any  royalties.  He  exercised  no  editorial  contro 
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COMMENTARY 

By  Stan  Crock 


WHY  THE  GOP  HAS  STAR  WARS  IN  ITS  EYES-AGAIN 


rhe  Evil  Empire  is  dead.  Wash- 
ington is  tightening  its  belt.  And 
an  Oklahoma  City-style  bombing 
more  of  a  threat  today  than  incom- 
>•  balHstic  missiles. 
Yet  Star  Wars — Ronald  Reagan's 
and  vision  of  a  high-tech  shield 
ainst  Soviet  nukes — is  back  and 
riving  in  the  post-cold-war  era. 
)Use-Senate  budget  conferees  are 
ised  to  pump  nearly  $1  biUion  next 
ar  into  a  national  missile-defense 
stem,  $500  million  more  than  Pres- 
;nt  Clinton  wants.  The  money,  to 
id  new  ground-based  weapons,  sat- 
ite  sensors  dubbed  "brilliant  eyes," 
d  possibly  space  lasers,  is  a  down- 
yment  on  a  pro-  wmmmmmammBom 
am  that  could 
3t  an  additional 
7  billion  to  com- 
^te  by  2016,  the 
ingressional  Bud- 
t  Office  says. 
The  saga  of  Star 
irs'  resurrection 
ows  the  resil- 
ice  of  high-con- 
pt  ideas  in  Wash- 
jton — no  matter 
\v  often  they're 
liculed.  And  the 
ticisms  of  Star 
ars  are  endless: 
won't  work.  It's 
re  pork.  It  will 
dermine  arms- 
ntrol  efforts  to 
al  with  the  most 
rious  threat — 
issia's  thousands 
warheads.  And 
B  country  can  ill 
brd  it. 

But  philosophy, 
htics,  and  profits 
ve  dovetailed  to 
opel  the  project 
"ward.  With  a 
:-eam  of  disturb- 
l  reports  as  their 
imo,  Reaganites 
conservative 
ink  tanks  have 
iblicized  the 
reat  fi'om  such 
gue  states  as 
jrth  Korea  and 


Iraq.  Republicans,  relying  on  polls 
and  focus  gi'oups,  think  voters  will 
go  ballistic  if  Democrats  block  efforts 
to  provide  a  defense  blanket.  Mean- 
while, arms  makers  such  as  trw  Inc. 
and  Lockheed  Martin  Corp.  could 
reap  a  bonanza  from  one  of  the  Pen- 
tagon's few  gi'owth  areas. 
"WACKOS."  That's  quite  a  turnabout 
for  Star  Wars,  which  dropped  off  the 
radar  screen  when  the  GOP  left  the 
White  House.  From  a  peak  of  $1.9 
bilhon  in  1992,  funding  plummeted  to 
about  $400  million  after  President 
Clinton  took  office.  The  Clintonites 
emphasized  guarding  against  short- 
range  missiles,  such  as  Scuds  used  in 


AN  IRON  TRIANGLE  HAS  REVIVED  STAR  WARS... 


REAGANiTE 
HARD-LINERS 

Now  ensconced 
in  Washington 
think  tanks,  ex- 
Reagan  Adminis- 
tration officials 
such  as  former 
Strategic  De- 
fense Initiative 
Chief  Henry 
Cooper  have  is- 
sued a  stream  of 
reports  and  studies  detailing 
new  ballistic-missile  threats  to 
the  U.S.  and  justifying  a  mis- 
sile-defense system. 

DEFENSE 
CONTRACTORS 

With  the  Penta- 
gon's budget 
under  tight  con- 
straints, missile 
defense  is  one  of 
the  few  growth 
areas.  Weapons 
makers  such  as 
CEO  Joseph  T. 
Gorman  of  TRW, 
along  with  Boe- 
ing, Lockheed  Martin,  and  oth- 
ers, could  reap  a  windfall  from 
contracts  for  the  system,  which 
could  cost  $48  billion  by  2016. 


REPUBLICAN 

?ESSMEN 

A  national 
missile-defense 
system  was  part 
of  the  House 
OOP's  Contract 
With  America. 
And  Republicans 
in  both  cham- 
bers, such  as 
Christopher  Cox 
of  California,  are 
pushing  for  more  funding  and 
deployment  of  a  scaled-back 
Star  Wars  program — risking  veto 
by  President  Clinton. 

...AND  DEFIED  THE 
BUDGET  LAW  OF  GRAVITY 
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▲  BILLIONS  OF  DOLLARS 

'PROJECTION  BASED  ON  POSSIBLE 
HOIISF-SFNATF  COMPROMISE 

DATA,  BUSINESS  WEEK,  CONGRESSIONAL  BUDGET  OFFICE 
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the  Persian  Gulf  War.  "A  Star  Wars 
missile  defense  is  not  a  priority  in  an 
austere  budget  environment,"  de- 
clares one  top  Administration  official. 

The  campaign  to  revive  Star  Wars 
began  in  1994,  when  stalwarts  con- 
cluded the  White  House  was  doing 
little  about  the  proliferation  of  bio- 
logical, chemical,  and  nuclear  weap- 
ons by  emerging  states.  "Wackos  are 
getting  these  dangerous  weapons  and 
the  means  to  dehver  them,"  says 
Frank  J.  Gaffney  Jr.,  a  Pentagon  offi- 
cial during  the  Reagan  Administra- 
tion. In  1994,  Gaffney  helped  assem- 
ble more  than  80  conservative  Star 
Wars  supporters  who  issued  a  broad- 
■^■■■■■■■■■BB  side  warning  of  the 
new  dangers. 

At  the  same 
time,  the  GOP  decid- 
ed Star  Wars  was 
an  irresistible  politi- 
cal issue,  and  they 
included  support  for 
such  a  system  in 
the  Contract  With 
America.  "Defense 
and  foreign  pohcy 
were  seen  as  areas 
of  particular  vulner- 
ability for  the  CUn- 
ton  Administra- 
tion," says  GOP 
pollster  J.  Steven 
Wagner. 

Pork  politics  was 
also  a  key  factor  At 
a  House  hearing  in 
January,  Represen- 
tative Jane  Harman 
(D-Calif.)  expressed 
what  was  on  the 
minds  of  many  law- 
makers who  repre- 
sented struggling 
defense  contractors. 
A  national  missile- 
defense  system  "is 
critical  to  the  indus- 
trial base  of  my  dis- 
trict," she  said. 

Still,  there  were 
rifts  between  the 
think-tankers  and 
the  pols.  The  Star 
Warriors'  game  plan 
would  pave  the  way 
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to  restore  Reagan's  original  vision: 
repudiate  the  1972  Antiballistic 
Missile  (abm)  Treaty,  which  limits 
strategic  defenses;  build  satelUte 
sensors  and  ground-  and  space- 
based  interceptors;  and  deploy 
them  quickly.  Because  the  Admin- 
istration is  focusing  on  defense 
against  short-range  rockets  rather 
than  faster  long-range  weapons,  if 
North  Korea  launches  a  missile,  "a 
captain  on  a  cruiser  can  defend  To- 
kyo, but  not  Seattle,"  gripes  Hen- 
ry F.  Cooper,  a  former  Pentagon 
official.  "That's  stupid." 

The  pols  had  a  different  con- 
cern: They  couldn't  line  up  enough 
votes  for  a  comprehensive  Star 
Wars  scheme.  So  Republicans  pro- 
posed something  far  more  modest, 
aimed  at  defense  against  a  hmited 
attack  fi'om,  say,  Libya.  Initially, 
the  components  would  be  just 
gi'ound-based  weapons  and  space 
sensors.  Space-based  weapons 
might  be  added  later. 
DEPLOYMENT  NOW?  The  thorniest 
issue  was  the  abm  Treaty.  Arms- 
control  supporters  argue  that 
more  funding  for  Star  Wars  would 
provoke  a  nationalistic  Russia  to 
reject  shaip  reductions  in  nuclear 
weapons  under  the  proposed  start 
II  TVeaty.  They  also  contend  that 
smuggled  bombs  are  more  of  a 
worry  than  missiles.  "Ryder  trucks 
are  a  much  better  way  of  getting 
yoiu'  point  across,"  says  anns-con- 
trol  expert  Jack  Mendelsohn. 

Such  arguments  earned  weight 
with  Democrats  in  the  Senate, 
which  increased  funding  for  Star 
Wars — but  for  development,  not 
deployment.  Now,  the  gop  has  two 
choices:  With  a  compromise  bill 
such  as  the  Senate's,  they  can  pass 
legislation  the  President  will  sign. 
Or  they  could  opt  simply  to  em- 
ban-ass  the  Democrats  by  adopt- 
ing the  tough  House  version, 
which  would  prompt  a  filibuster  or 
Clinton  veto.  "There  is  virtue  in 
making  sure  we  all  understand 
who  wants  to  defend  America  and 
who  doesn't,"  says  one  gop  aide. 

Either  way.  Star  Wars  advocates 
and  theu-  supporter-s  on  Capitol  Hill 
believe  they're  in  control.  The  gop 
is  counting  on  a  more  solidly  Re- 
pubhcan  Congress — and  possibly  a 
RepubUcan  White  House — in  1996 
to  finish  the  job.  If  they're  right, 
the  question  isn't  whether  Star 
Wars  vidll  be  built,  but  how  fast. 


Crock  covers  .mtional  security 
from  Washington. 
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DEALMAKERS 


TEAM  DISNEY'S 
UNKNOWN  STARS 

It's  Bollenbach  and  Litvack  who'll  make  the  ABC  deal  g( 


ODD  COUPLE?  BoUenhach  {left)  is  a  risk-taker,  while  Litvuck  is  n 


II  III  lO 


By  now,  the  tale  is  familiar.  Walt 
Disney  Chairman  Michael  D.  Eis- 
ner, on  a  stroll  in  Sun  Valley,  Ida- 
ho, chances  upon  Thomas  S.  Miu'- 
phy,  his  counteipait  at  Capital  Cities/ abc 
Inc.  After  a  few  pleasantries,  Eisner 
suggests  a  merger,  and  when  Cap  Cities 
investor  Warren  E.  Buffett  gives  his 
blessing,  a  $19  billion  deal  is  on  its  way. 

A  nice  story.  Too  bad  it's  a  bit  of  a 
faiiy  tale.  In  fact,  for  months  before  the 
second-largest  me)'ger  ever  was  an- 
nounced, Eisner  huddled  with  key  exec- 
utives to  put  the  gears  in  motion.  With 
him  in  Idaho  were  two  team  members, 
Sanfoi-d  M.  Litvack  and  Stephen  F.  Bol- 
lenbach, perhaps  Hollywood's  most  pow- 
eiful  unknown  executives.  "The  two  Mi- 
chaels are  getting  all  the  attention  right 
now,"  says  a  Walt  Disney  Co.  veteran, 
refemng  to  Eisner  and  new  President 
Michael  Ovitz,  "but  Eisner  is  coimting  on 


these  other  two  to  make  the  place  t. 

Eisner  has  acknowledged  as  much  ' 
establisliing  that  Litvack,  chief  of  coi 
rate  operations,  and  Bollenbach,  c  .' 
financial  officer,  will  report  to  him,  i 
Ovitz.  How  that  vdll  work  is  not  ; 
clear,  but  chances  are  that  as  Eis: 
and  Ovitz  tend  to  the  creative  aspect 
foi'ging  a  $22  bilUon  media  colossus,  i 
vack  and  Bollenbach  will  take  on  \\\> 
responsibility  to  make  the  parts  worlj 
sync.  "We  envision  this  as  a  team  oj 
ation,"  says  Litvack.  "In  some  con 
nies,  they  have  an  office  of  the  presic 
very  similar  to  this." 

Bollenbach,  who  joined  Disney 
April,  is  a  onetime  surfer  who  gi-ew 
in  Southern  California,  worked  a  si 
mer  at  Disneyland,  and  diives  a  $113 
Fen-ari  Testarossa.  Litvack,  a  "walk- 
football  player  at  the  University  of  h 
who  transferred  to  the  University 
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Good  thing  you 
waited  to  upgrade. 


People 


Connecticut  after  a 
knee  injury,  grew  up 
in  Brooklyn,  is  a 
grandfather  of  five, 
and  strives  for  ano- 
nymity. He  was  thrust 
into  his  current  role 
by  the  1994  death  of 
President  Frank  G. 
Wells,  who  had  hired 
him  thi'ee  yearns  eai-lier 


SriPHEN  F.  BOLLENBAGH 


TITLE  Senior 
executive 
vice-president, 
chief  financial 
officer 


AGE  53 


JOINED  DISNEY  Apr.  4, 
1995 


$350  million  in  ailing 
Euro  Disney.  Litvack 
first  represented  Dis- 
ney during  his  midr 
'80s  tenure  at  the 
New  York  law  firm 
Donovan,  Leisure, 
Newton  &  Irvine.  Be- 
fore that,  he  was  the 
Carter  Administra- 
tion's assistant  attor- 


as  general  counsel,  and    ney  general  in  charge 


PREVIOUS  JOBS  President 
and  CEO,  Host  IViarriott, 
1993-95 


by  the  departui'e  last 
spring  of  studio  boss 
Jeffrey  Katzenberg. 

Today,  Litvack  and 
Bollenbach  occupy  ad- 
jacent offices,  galva- 
nized as  a  team  by 
the  ABC  deal.  When 

Bollenbach  came   

aboard,  the  merger    ^P,  finance,  Ludwig  Group 

Chairman  and  CEO,  South 


of  the  Antitrust  Div. 
Then,  ironically,  he 
signed   consent  de- 
'  crees  prohibiting  abc 

?QSn  qT"  -''-^"g 
-t   with  Hollywood  studi- 

os. "Different  times, 
different  policies,"  he 


CFO,  Holiday  Corp.  (now 
Promus) 


idea  was  already  un- 
der intense  scrutiny, 


w/est  Savings  &  Loan 


shrugs  now. 

If  Litvack  is  the 
cautious  lawyer,  Bol- 
lenbach is  moi'e  a  buc- 


he  says.  He  attended    caneer  of  the  balance 


four  meetings  on  it, 
including    one  just 
days  before  Eisner 
flew  to  Idaho.  At  that 
meeting,  when  Eisner  asked  who  would 
help  run  the  combined  company,  Lit- 
vack jotted  Ovitz'  name  on  a  napkin 
and  shpped  it  to  the  cp:o. 

After  the  Idaho  meeting,  Bollenbach 
and  Litvack  led  the  team  that  put  the 
deal  together.  Bollenbach,  who  had  prod- 
ded the  debt-averse  Eisner  to  take  on 
new  debt  to  do  the  merger,  j^ressed  Eis- 
ner to  seek  an  all-cash  deal,  but  Muiphy 
initially  held  out  for  all  stock,  Bollenbach 
recalls.  "Our  stock  has  great  currency," 
he  says,  "and  I  think  the  Cap  Cities 
folks  knew  that  as  well."  By  phone 
three  days  after  their  fii'st  encountei', 
Eisner  and  Muri^hy  split  the  difference: 
Disney  will  pay  half  stock,  half  cash. 
RAISED  EYEBROWS.  The  final  agi-eement 
took  shape  during  a  weekend  of  late- 
night  n<'gotiations  with  abc  executives. 
The  Disney  team  successfully  pressed 
two  key  issues:  a  $400  million  payment 
to  Disney  if  another  bid  were  accepted 
and  a  separate  agreement  for  Disney 
to  supply  ABC  Willi  i:)rogTamming.  Sourc- 
es say  Litvack  also  urged  a  quick  reso- 
lution to  the  $10  biliion  Hbel  case  Philip 
Morris  Cos.  had  br  >ught  against  abc. 
That  may  explain  the  speed  with  which 
ABC  agreed  to  a  settle,  lent. 

Litvack  is  no  strangt  ■  to  big-league 
transactions  for  Disney.  As  general 
counsel,  he  and  then-CFO  Richard  C. 
Nanula  last  year  handled  the  often 
prickly  negotiations  with  n  presenta- 
tives  of  Saudi  Prince  Alwaleed  bin  Talal 
bin  Abdulaziz  Alsaud,  who  invested 


EDUCATION  BS,  UCLA;  MS, 
Management,  University  of 
California  at  Northridge 


sheet,  who  has  worked 
for  such  high-profile  fi- 
nanciers as  the  late 
shipbuilder  Daniel  K. 
Ludwig  and  Donald  Tinmp.  His  career 
has  been  marked  by  risk-taking.  In  1986, 
as  CFG  of  Hohday  Corp.,  he  fought  off  a 
Tiimip  takeover  with  a  $1.6  billion  special 
dividend  to  shareholders,  then  piled  on 
debt  to  make  the  company  a  major  hotel 
developer.  Four  years  later,  he  helped 
Trump  avert  bankniptcy  by  refinancing 
his  huge  debt  load.  Bollenbach,  Tinimp 
says  now,  is  "not  afi'aid  of  debt,  and  so 
fai",  at  least,  he's  shown 
he  knows  how  to  keep 
out  of  its  way,  too." 

Litvack  and  Bollen- 
bach first  met  earlier 
this  year  at  a  game  of 
Disney's  Anaheim 
Mighty  Ducks  hockey 
team.  Bollenbach  was 
still  cliief  executive  of 
Host  Mamott  Coi"p.,  a 
100-hotel  unit  that  he 
helped  create  in  1993 
when  Marriott  Corp. 
split  into  two  compa- 
nies. Bollenbach  subse- 


SANFORD  M.  LITVACK 


so  much  cash,  Bollenbach  soon  bej 
preaching  the  wisdom  of  borrowi 
and  he  quickly  won  a  convert.  "I  kr 
all  the  arguments  about  debt  and 
tax  advantages,"  says  Eisner, 
spent  a  couple  of  weeks  leaming  ab 
debt  and  then  go  out  and  spend 
billion  with  it  to  buy  a  company."  Mm-j 
lenbach,  working  with  a  bank  com 
tium  led  by  Citibank,  put  togethe 
$10  billion  line  of  credit  that  will 
presented  to  Disney's  board  Sept. 
He  and  Litvack  have  been  shuttling 
New  York  to  meet  with  Cap  Cities  ^ 
start  the  transition.  So  far,  they  | 
they  have  focused  on  merging  admi| 
trative  fimctions.  But  in  time,  com.p| 
sources  say,  they'll  look  at  cutting  c(| 
by  merging  TV  production  and  forep 
operations.  ; 
CROWDED  HOUSE.  Disney's  behind-tp 
scenes  strategists  are  likely  to  bectjc 
even  less  visible  once  Ovitz  comesjr 
board  Oct.  1  and  after  Cap  Cities  finjr 
joins  the  family.  While  Litvack  has  b^ 
negotiating  with  Katzenberg,  who 
threatened  to  sue  for  money  he  sp 
Disney  owes  him,  that  task  will  pasta 
Ovitz,  say  insiders.  Ovitz  will  alsO|t 
charged  with  finding  programming  ftji 
Disney-led  consortium  of  telephone  coi 
panies  eager  to  send  entertainment 
their  wires. 

Meanwhile,  the  merger  is  expec 
to  close  in  1996.  Shaping  the  new  corrk 
ny  will  probably  fall  squarely  on  Eis,. 
for  now.  "No  matter  how  you  looki; 
these  two  giiys,  any  company  still  ha^; 
be  a  reflection  of  its  chainnan,"  obsei^ 
former  general  coii 
sel  Joe  Shapiro,  l\t 
vack's  longtime  \\ 
partner,  who  int 
duced  him  to  Eis^ 
and  Wells.  Anot: 
former  Disney  e 
says  Ovitz  and  Litv 
will  split  Wells's 
role,  with  Litvack 
ing  as  COO  and  0' 


TITLE  Senior 
executive  vice- 
president,  chief 
of  corporate 
operations 

AGE  58 


quently  moved  to  Dis- 
ney at  the  urging  of 
board  member  and  for- 
mer CFO  Gaiy  Wilson, 
who  had  worked  with 
him  at  Maniott.  Soon 
aftemard,  he  and  Lit- 
vack were  added  to 
the  Disney  board. 

Because  Disney's 
theme  parks  generate 


JOINED  DISNEY  Apri  1 ,  1 99 1 , 

as  general  counsel   basiling  high-pro 

PREVIOUS  JOBS  Member  of  <leals  and  work 
Executive  Committee,  Dewey  with  creative  tak 
Ballantine  1986-91  Bollenbach  will  fo 

on  financing  Does 
sound  as  if  it's  gett 
a  little  crowded  in  1 
ney's  executive  sui 
Could  be.  But  that  a 
big  improvement  a? 
company    that,  j: 

  months  ago,  was 

EDUCATION  BA,  University  of  »-icle(l  for  having 
Connecticut;  LLB,  Georgetown  management  depth 
Law  Center  -^^  Ronald  Gro 

in  Burbank,  Calif. 


Chairman,  Executive  Commit- 
tee, Donovan,  Leisure,  Newton 
&  Irvine  1983-86 

Assistant  U.S.  Attorney  Gener- 
al, antitrust  division, 
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Because  while  others  watch  the  clock, 
we  know  that  time  is  money 

Speed  is  often  the  difference  between  success  and  failure.  And  as  a  wholesale  bank 
with  a  full  range  of  financial  and  investment  banking  services,  we  routinely  deliver 
fast,  innovative  answers  to  corporate  financial  needs.  We'll  give  you  support  for 
the  long  term,  too.  We're  The  Long-Term  Credit  Bank  of  Japan. 


LTCB 

The  Long-Term  Credit  Bank  of  Japan,  Limited 

^,  Tokyo,  London,  Paris,  Brussels,  Frankfurt,  Zurich,  Milan,  Madrid,  New  York,  Chicago,  Los  Angeles,  Greenwich,  Philadelphia,  Toronto,  Atlanta,  Dallas, 
^  Mexico  City,  Sao  Paulo,  Hong  Kong,  Singapore,  Seoul,  Bangkok,  Labuan,  Beijing,  Shanghai,  Guangzhou,  Kuala  Lumpur,  Jakarta,  Sydney,  Melbourne 


Social  Issues 


MEDICARE 


HOW  TO  HEAL 
MEDICARE 

Surgery  is  scheduled.  Recovery  depends  on  shrewd  reforms 


Dr.  James  A.  Block's  foi'ehead  creas- 
es with  wony  as  he  contemplates 
the  future.  His  1,702-bed  Johns 
Hopkijis  Hospital  is  one  of  the  top 
research  and  teaching  centers  in  the 
countiy  And  so  fai",  Hopkins  has  man- 
aged to  avoid  the  layoffs  bedeviling  so 
many  other  teaching  centers.  What's 
worrying  the  hospital's  president  and 
CEO  is  "this  enoiTnous  expenment,  this 
gi'eat  risk  we're  about  to  undertake." 

A  new  heart  transplant  technique? 
No.  The  hand-wringing  is  over  the  Med- 
icare refonns  that  congi-essional  Repub- 
licans want  to  enact.  "I  just  wish  Newt 
would  call  me  and  say,  'Actually,  I'm 
not  going  to  gut  your  education  and  re- 
search programs  or  cut  off  your  most 
vulnerable  patients.' " 


Like  thousands  of  other  health  pro- 
fessionals ai'ound  the  countiy,  Block  is 
watching  the  Wasliington  policy  debate 
with  emotions  that  run  from  hope  to 
hoiTor.  Fully  half  of  Hopkins'  revenues 
come  from  Wasliington  and  subsidize  ed- 
ucation and  research.  Even  the  smallest 
progi'am  changes  would  lipple  through- 
out the  entire  health-care  industry. 

Welcome  or  not,  change  is  on  the 
way.  Medicare,  the  $178  billion  federal 
progi-am  serving  37  million  elderly  and 
disabled,  is  going  under  CongTess'  knife 
in  the  next  few  weeks.  Cuts  in  Medicai-e 
spending  are  the  key  to  gop  plans  to 
balance  the  budget  and  provide  $245 
billion  in  tax  breaks  over  seven  years. 
To  pay  for  this.  Medicare  would  be  cut 
by  $270  billion,  or  14%,  over  seven 


SMALL  COMFH 

Despite 
Medicare's 
runaway  cost 
"the  benefits 
package  stinl 
says  a  former 
Reagan  offici 


n 


years.  House 
Speaker  Newt 
Gingrich  (R-Ga.), 
the  man  in  Dr. 
Block's  night- 
mai'es,  insists  that 
cutting  the  pro- 
gram can  be  ac- 
complished in  the 
name  of  reform. 

While  the  gop 
hasn't  yet  settled  on  a  plan, 
health  professionals  agi'ee  the  s; 
needs  an  overhaul.  "If  we  don't 
making  the  changes  now,  it  will  b( 
late  in  the  21st  centiuy,"  says  Dr. 
las  Henley,  president-elect  of  the  A 
ican  Academy  of  Family  Physic: 
"Medicare  has  not  been  evolving 
the  market." 

RUSHING  CHANGE.  But  any  reform 
thy  of  the  name  will  have  to  be  car 
ly  crafted  and  fully  discussed.  A  cli 
revamping  could  easily  jeopai'dize  C2 
research  and  postpone  cures  for 
sickle-cell  anemia,  and  a  hundred 
maladies.  The  GOi'  leadership  would 
to  rush  their  changes  into  law  this 
after  a  brief  debate.  But  that's  unl 
since  lobbyists.  Democrats,  and 
moderate  Republicans  have  yet  to  ■« 
in  on  Gingrich's  proposed  changes, 
battle  is  more  likely  to  miiTor  the 
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REHAB  TIME 

Most  doctors 
don't  want  cuts 
just  to  balance 
the  budget  but 
say  Medicare 
must  be  brought 
up  to  date 


ted  fight 
ealth-care 

in  1994. 
;publicans 
;hoose  an 
oute:  a  big 
Medicare 
its  to  doc- 
3  hospitals 
:  raising 
locket 
r  the  vocal  elderly, 
he  political  battle  rages,  BUSi- 
EEK  culled  some  of  the  best  pre- 
ns  for  fixing  Medicare  from  doc- 
idministrators,  managed-care 
ations,  economists,  and  other  ex- 
table).  Most  don't  want  to  see 
•e  cut  merely  to  balance  the  bud- 
t  nearly  all  want  to  see  the  30- 
■ogi-am  brought  up  to  date.  The 
;us:  The  most  sensible  solutions 
1  market  incentives  to  lower  the 
medical  care  thi'ough  competition 
insurers  and  providers. 
1Y  SENIORS.  The  experts  also 
hat  government  can't  stand  back 
the  private  sector  run  the  show 
Regulators  will  have  to  step  in  to 
that  cost-cutting  doesn't  mean 
will  be  treated  hke  second-class 
1.  The  elderly  will  also  have  to  be 
d  about  the  intricacies  of  picking 
a  bevrildering  an-ay  of  managed- 
ans,  such  as  health  maintenance 
ations  and  prefeired  provider  or- 
ions.  Fiuther,  government  needs 
urage  the  tiny  nursing  home  in- 

industry.  Whether 
to  buy  such  insur- 
;  often  a  senior's 
import  decision, 
igton  must  also 
le  teaching  hospi- 

modernize  their 
specialists  to  keep 
1  the  nation's  rapid 
to  managed  care, 
imily  physicians,  in- 
s,  and  generalists 
needed  as  the  call 
ch  specialists  as 
jsiologists  fades. 
I  Medicare's  expen- 
wing  out  of  control, 
ncial  underpinnings 
ve  to  be  addressed, 
e  healthier  seniors 
ing  longer,  the  age 
idicare  eligibility 
to  be  raised  to  at 
1  to  keep  pace  with 
dual  increase  in  So- 
;curity  retirement 
nd  a  consumption 
Duld  be  substituted 
i  highly  regressive 
tax  that  hits  yoimg 
*s  the  hardest  but 


doesn't  touch  even  the  wealthiest  of 
seniors.  Wealthier  seniors — those  with 
incomes  over  $45,000 — should  pay  more 
for  their  coverage.  And  ultimately,  the 
nation  will  have  to  engage  in  frank  de- 
bate about  the  rationing  of  health  care — 
limiting  the  use  of  advanced  surgical 
techniques,  life-sustaining  machinery, 
and  elective  surgery  for  those  unable 
to  benefit  substantially. 

There  is  little  disagi-eement  on  how 
American  health  care  got  to  this  point. 
Since  Medicare  and  Medicaid  were  en- 
acted in  1965,  the  industry  has  seen  a 
tremendous  boom  in  size,  technology, 
and  cost.  The  elderly  benefited  most.  A 


No  Single  Cure  for  Medicare 

As  Congress  wrangles  over  ways  to  overhaul  the  massive  health-care 
program  for  the  elderly,  Business  Week  picks  a  handful  of 
prescriptions  that,  taken  together,  add  up  to  effective  reform: 


flowering  of  technology  helped  push  life 
expectancy  from  70  to  76.  The  over-65 
population  rose  fi'om  9%  of  the  total  in 
1965  to  12%  today.  Half  as  many  Amer- 
icans now  die  from  heart  attacks,  a  third 
as  many  from  strokes.  "We  went 
through  three  decades  of  phenomenal 
growth,  but  we  weren't  paying  attention 
to  affordability  and  accessibility,"  ad- 
mits Dr.  John  D.  Stobo,  vice-dean  of 
Johns  Hopkins'  school  of  medicine. 

Indeed,  the  advances  came  with  a 
terrific  price  tag.  Half  of  all  health  infla- 
tion over  the  past  20  years  is  due  to 
technology  improvements,  says  Con- 
gress' Office  of  Technology  Assessment. 

;  Even  the  simplest  devices 
got  gold-plated.  "Every- 
thing now  is  disposable, 
and  all  the  instruments 
have  digital  readouts," 
complains  Dr.  Jeffrey  P. 
Koplan,  president  of  the 
Prudential  Center  for 
Health  Care  Research  in 
Atlanta.     "What  was 


VOUCHERS  AND  MEDICAL  SAVINGS  ACCOUNTS  Encourage 
competition  among  health  providers  and  insurers  by  giving  seniors 

the  money  to  pay  for  their  chosen  pians.  ^      wrong  with  the  old  mer 

QUALITY  CONTROL  Educate  consumers  about  trade-offs  between 
quality  and  cost  control.  Set  standards  for  managed-care  providers, 

MEANS  TESTING  Charge  affluent  seniors  higher  premiums,  co- 


cury  thermometers?" 

Congi'ess  added  to  the 
inflation  by  expanding 
Medicare    benefits  and 


payments,  and  deductibles  for  Medicare.  keeping  premiums  and  de- 


DOCTOR  GLUT  Cut  federal  subsidies  for  foreign  medical  students 
and  for  medical  schools  that  generate  too  many  specialists  in  fields 
where  they're  already  in  oversupply. 

NURSING  HOMES  Standardize  current  thicket  of  private  insurance 
for  long-term  care,  which  Medicare  doesn't  cover  but  which  the 
elderly  desperately  need. 

CONSUMPTION  TAX  Ease  Medicare's  payroll-tax  burden  on  young 
workers  by  substituting  a  sales  tax. 

RAISE  ELIGIBILITY  AGE  Match  Medicare  to  rising  life-expectancy 
rates.  Otherwise,  financial  problems  will  multiply  and  the  burden 
on  workers  will  grow. 

DATA:  BUSINESS  WEEK 


ductibles  low.  Kidney  dial- 
ysis, for  example,  was  add- 
ed to  the  benefit  mix  along 
with  care  for  the  disabled. 
Natui'ally,  Medicare's  costs 
exploded.  To  keep  pace. 
Congress  repeatedly  boost- 
ed Medicare's  payroll  tax 
(charts).  Still,  costs  out- 
stripped income.  The  Med- 
icare ti-ust  fund  that  pays 
for  hospitalizations  is  head- 
ed for  bankiniptcy  in  2002. 

Aside  from  Medicare's 
runaway  cost  and  the 
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AMERICAN  STOCK  EXCHANGE  COMPOSITE  TRANSACTIONS 


Of  all  the  dozens  of  high-tech  products  we're  proud  of,  the  heart  pump  is  truly  priceless.  Not  because 
of  what  it  does  for  us,  but  what  it  does  for  people,"  says  John  N.  Hatsopoulos,  Chairman  of  Thermedics 
Inc.,  listed  on  the  Amex  since  1987.  "How  do  we  like  the  Amex?  We've  spun  twelve  companies  onto  it. 
Worth  $60  million  to  $1.9  billion.  Trading  is  outstanding.  And  the  staff  really  works  to  get  us  what  we 

need  among  top  analysts  and  institutions.  Visibility."  John  Hatsopoulos  is  big  oiv  the  Amex. 


AMERICAN  STOCK  EXCHANGE.  To  learn  nbout  the  advantages  the  Amex  can  bring  to  your  company, 
contact  Cliainiian  Dick  Syron.  Phone  212-306-5353.  E-inail  rsyron@ainex.com.  Website  http://unvw.amcx.com. 
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>cial  Issues 


11  tax's  drag  on  the  economy, 
i  another  problem:  "The  benefit 
fe  stinks,"  says  Deborah  L.  Steel- 
i  former  Reagan  Administration 
t  official  and  now  an  expert  on 
ments.  Medicare  doesn't  pay  for 
■st  day  of  hospitalization  or  the 
ay,  doesn't  cover  eyeglasses,  den- 
'e,  hearing  aids,  or  prescription 
ne.  Worse,  it  doesn't  cover  most 
g-home  care,  a  growing  burden 
elderly  and  their  children. 

AS  MEDICARE 
COSTS  EXPLODE... 


'87  '88 


'90  '91  '92  '93  '94  '95  '96 


...THE  TAX 
BURDEN  GROWS 


MAXIMUM 
MEDICARE 


'87  '88  '89  '90  '91  '92  '93  '94  '95  '96 
'ON  EMPLOYER  AND  EMPLOYEE 
DATA;  HOUSE  WAYS  &  MEANS  COMMITTEE 

ublicans  hope  they  have  an  an- 
0  Medicare's  skimpy  benefits.  The 
an  aims  to  expand  coverage  by 
:  on  providers  and  insm-ance  com- 
to  compete  for  the  elderly's  busi- 
rhe  elderly  would  shop  among 
of  new  forms  of  insurance  com- 
,  aUiances  of  doctors,  hmos,  and 
nanaged-care  providers. 
ER  POWER.  Here's  how  one  such 
sing  government  vouchers,  might 
Seniors  would  be  given  a  voucher 
p  among  private  insurance  plans 
oviders.  Adding  in  a  little  of  then- 
oney,  retirees  could  buy  basic  in- 
e.  Or  they  might  choose  to  go 
company  that  offers  higher  levels 
?  for  a  higher  premium — say,  an 
lat  offers  some  prescription  cover- 
id  vision  care.  The  senior  gets  a 
of  plans,  the  government  puts  a 
its  per  capita  spending,  and  mar- 
"ces  are  brought  to  bear  on  nm- 
;osts. 

:he  voucher  could  be  turned  into 
nd  deposited  in  a  tax-free  Medi- 
/ings  Account  similar  to  an  Indi- 
Retirement  Account.  Suppose, 
imple,  the  value  of  the  Medicare 
!r  was  for  $4,800,  the  current  av- 
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Sarah  knows  a  lot  about  diabetes.  She  knows  bec' 


she  has  It.  But  she  doesn't  know  that  Eli  Lilly  and 


Company  developed  the  medicine  she  takes  every  da\'.  Or  that  we  keep  her  doctor  up-to-date  about  the  findinas 
at  health  care  professionals  all  over  the  world  (^^^^  vvho  treat  kids  just  like  her.  Why  should  she? 
She's  busy  just  being  a  seven-year-iild.  If  ihe  last  ll*-)  \'ears  have  tauaht  us  anythma,  it  is  simpK'  this:  knowledi^e  is 
powerful  medicine.  So.  while  we  continue  our  search  ^^^^   innovative  medicines,  Lilly  is  also  pioneering 

ways  to  use  information  technoloa\  to  improve  health  care.  We're  collectinsj,  anah'zint;.  and  sharina  infor 
mation  with  thousands  of  health  care  providers  ^^^^  '^"'"^  patients.  And  we're  leading  the  search  tor 
better,  more  .iffordable  treatments,   preventions,  and  cures  — so  people  can  live  healthier,  more  active  lives. 

P 

Meanwhile,  for  Sarah,  Lilly  may  be  only  the  name       /■  on  her  medicine. ..and   that  s  just  hne  with  us 
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erage  yearly  ben- 
eficiary cost.  The 
patient  could  buy 
a  catastrophic- 
care  insurance 
policy  for  $4,000 
that    carries  a 
$2,000  deductible. 
The  $800  remain- 
ing could  be  used 
to  buy  eyeglass- 
es, medicine,  or 
r  doctor  visits.  Money  left  in  the 
t  the  end  of  the  year  could  be 
over  into  the  next  year's  msa  or 
•awn  after  paying  a  tax.  msas 
cut  administrative  costs  and  en- 
e  seniors  to  shop  carefully.  "The 
a  patient  gets  to  making  hiis  own 
ns — and  paying  for  routine  med- 
rvices  from  his  own  pocket — the 
off  we  will  all  be,"  says  Dr.  Da- 
.  Sundwall,  president  of  the 
san  Clinical  Laboratory  Assn. 
approach  would  be  more  difScult 
he  present  system  to  manage, 
itors  would  need  to  guarantee 
surance  companies  delivered  on 
)romises  and  provided  quahty— 
it  just  cheap — health  care.  And 
vings  are  likely  to  be  smaller 
he  GOP  hopes.  The  biggest  ex- 
ires  by  the  elderly  come  in  the  fi- 
nths  of  life  and  in  hospitals.  Just 
the  sickest  Medicare  patients 
ear  account  for  more  than  half 
)gram's  total  costs,  according  to 
;es. 

le  past,  Washington  has  tried  to 
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neficiaries  happy  by  expanding 
and  to  keep  Medicare  solvent 
atically  raising  taxes.  But  critics 
;atus  quo  say  the  tax  remedy  is 
wise  nor  fair.  That's  because  the 
ization  portion  of  Medicare  is 
•  by  a  payroll  tax.  That  puts 
the  burden  on  young  workers 
benefit  of  the  retired  elderly, 
icomes  are  generally  higher  but 
ect  to  the  tax. 

fair  answer,  say  some  econo- 


e  hardest  issue  is 
bioning:  Limiting 
(dicine  to  seniors 
could  truly  benefit 


1  higher  premiums,  co-payments, 
uctibles  for  the  top-earning  10% 
)rs.  A  consumption  tax  could 
me  of  the  burden  onto  wealthi- 
ees.  "The  fact  is.  Medicare  is 
;he  government's  most  popular 
as,  but  the  financing  has  got  to 
1,"  says  Robert  D.  Reischauer, 
head  of  the  Congressional  Bud- 
ce. 

IG  UP.  The  hardest  issue  is  one 
in  the  health  industry  likes  to 
out:  rationing,  or  what  profes- 
sometimes  refer  to  as  "utilization 
)ns."  In  plain  Enghsh:  hmiting 
B  to  those  seniors  who  could  tni- 
•fit.  Hence,  no  hip-replacement 
T  for  the  90-year-old  nursing- 
esident  who  doesn't  walk  any- 
myway.  "An  efficient  health-care 
must  employ  wholesale  ration- 
lys  Princeton  University  health 
st  Uwe  E.  Reinhai'dt.  "It  is  time 
srica  to  gi'ow  up  and  understand 
ill  happen"  as  we  turn  much  of 
dicare  system  over  to  the  pri- 
ctor. 

tions  such  as  these — the  most 
t  kinds  of  choices  for  govern- 
nd  for  families — will  eventually 
I  be  faced  as  technology  contin- 
advance  and  push  costs  higher, 
meantime,  most  experts  believe 
3t  inflation  can  be  kept  to  a  fair- 
rable  level.  But  just  as  Dr. 
researchers  have  helped  make 
3alth  care  the  best  in  the  world, 
ive  also  made  it  the  most  expen- 
t  may  now  be  time  for  Dr. 
I  researchers  to  find  ways  to 
mericans  healthy  and  not  break 
ik. 

/  Paul  Magnusson  in  Baltimore 
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NETWORKING 


3COM  IS  SHOWING 
A  LOT  OF  HUSTLE 

It's  the  fastest-growing  player  in  networking  hardware 


Eric  A.  Benhamou,  chief  executive 
of  3Com  Corp.,  says  he  knew  all 
along  there  would  be  a  backlash 
fi'om  sports  fans  when  he  agi'eed  to 
a  deal  with  the  city  of  San  Francisco  to 
change  the  name  of  Candlestick  Park  to 
3Com  Pai'k  on  Sept.  8.  He's  getting  more 
than  he  bargained  for:  from  ill  will  in 
the  Bay  Area  to  nationally  syndicated 
cartoons  that  deride  the  obsciu'e  compa- 
ny's ixish  for  the  spotlight.  "We'i-e  tiying 
to  bring  the  networking  industry  out  of 
its  shadow,  and  I  knew  we  would  have  to 
break  a  few  eggs  in  the  pi'ocess,"  says 
the  soft-spoken  CEO,  happily  noting  the 
40  mentions  of  3Com  on  nbc's  nationally 
televised  49ers  game  on  Sept.  10. 

Sports  fans  are  just  finding  out  what 
Wall  Sti-eet  and  the  folks  in  Silicon  Val- 
ley already  know:  3Com  is  one  of  the 
fastest-growing  players  in  the  red-hot 
market  for  networking  hardware.  From 
simple  circuit  cards  to  exotic  switches, 
3Cc;n  makes  the  gear  that  corporations 
rely  on  to  move  data  between  PCs,  larg- 
er computer  systems,  and  other  devices 
such  as  printers.  After  a  thi-ee-yeai-  buy- 
ing binge — including  the  July  27  deal  to 
pay  $775  million  for  rival  Chipcom 
Corp. — 3Com  has  quadrupled  in  size. 


Sales  for  the  year-  ended  May  31  reached 
$1.3  billion  (not  including  Chipcom's  $267 
miUion  in  revenue),  putting  it  right  be- 
hind Silicon  Valley  rival  Cisco  Systems 
Inc.,  the  leader  in  the  $15  biUion  net- 
work equipment  industry. 

3Com  already  sells  the  widest  range 
of  products.  It  dominates  the  market 
for  the  interface  cards  that  attach  PCs  to 
networks  and  for  certain  types  of  "hubs" 
used  to  connect  networks  in  smaller 
businesses  and  remote  offices.  After 
spending  $1  billion  on  10  acquisitions, 
Benhamou  says  he  is  putting  together 
the  pieces  that  will  make  3Com  a  one- 
stop  global  networking  supermarket. 
"This  is  incredibly  complicated  stuff, 
and  customer's  want  to  buy  everything 
from  one  company,"  says  Noel  P.  Lind- 


3Com's  consumer  push 
includes  cards  that 
let  home  PCs  use 
ultrafast  data  services 


PUSHY?  Sports  /«??.s  are  indnjn  i 
over  the  renaming  of  Candlet^f  ic 

sey,  a  Hambrecht  &  Quist  Inc.  ai 
In  the  latest  quarter,  ended  An 
revenues  r-ose  64%  to  $430  millii 
ear-nings  doubled,  to  $59  millini 
fiscal  1996,  analysts  expect  a  2f'>''> 
in  per-share  ear-nings. 

Benhamou  sees  an  even  widci 
foho  for  3Com.  He  wants  to  spun 
new  markets  serving  small  hu-i 
and  consumers.  By  2000,  he  says,, 
initiatives  could  bring  in  60% 
enue.  That's  a  bold  goal,  given  t. 
folks  building  public  networks 
and  cable  companies — have  yet  to 
how  and  when  they'll  bring  high- 
connections  to  consumers.  Benh; 
strategy  is  to  be  ready  for  wh; 
they  build  so  he  can  sell  what's 
to  replace  today's  modems  and  giv 
sumers  data  at  speeds  rivaling  th 
corporate  networks.  Given  the  In 
craze,  says  Benhamou,  "I  can't  se 
this  won't  happen." 
SHOPPING  LIST.  So  far,  the  plan  ha 
raves  on  Wall  Str-eet.  Revenues 
more  than  tripled  since  1992,  ev( 
fore  the  Chipcom  acquisition.  Ar 
spite  annual  price  ch-ops  of  10^%'  orj 
on  network  cards,  3Com's  gross] 
gins  have  actually  risen  from  4 
mid-1993  to  ar-ound  55%  in  the  q 
ended  Sept.  19.  Adjusted  for  spli 
stock  price  has  str-eaked  fi'om  $c 
September,  1992,  to  ar-ound  43  no 

What  sets  3Com  apart  in  the  r 
consolidating  networ-king  market 
unmatched  ability  to  make  acquii 
work.  The  cr-edit  goes  to  Benhar 
man  who  "knows  how  to  buy  c 
nies,"  says  Thomas  J.  Pincince, 
nior  analyst  with  Foi-r-ester  Rei 
in  Cambr-idge,  Mass.  "It's  almos 
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Built-in  power  supply: 

Enj;mcered  jor  ultimate  portability, 
there's  no  bulky  external  AC  adapter 
to  carry,  just  a  slim  power  cord. 


Multimedia  to  go;  You  can  note  perform  mteractit'c 
multimedia  prc'scntations,  retrieve  information  from 
large  databases  and  run  tfie  hottest  educational  and 
entertainment  software  -  it  ItcreveT  you  go. 
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atBllitePro  The  T2155CDS.  Multimedia  all  packed  up  and  ready  to  go. 

^OQQQ*  The  affordable  Toshiba  SateUite  Pro"  T21 55CDS  with  a  built-in  CD-ROM  drive  is 
\f  M  M  Jr  the  ultimate  in  performance  and  portability.  It  has  a  super-quick  75MHz  processor 
and  an  AccuPoint '  integrated  pointing  device.  Plus  it's  loaded  with  everything  you 
id  for  dynamic  multimedia  presentations,  including  built-in  stereo  sound  and  a  brilliant  10.4"  diagonal 
or  display.  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


155CDS; 

5MH:  Intel  DXr,  3.3v 
6KB  of  cache 

uegrateJ  5.25"  CD-ROM  drive 

0.4"  dia.  color  DSTN  dual-scan  display 

20  Million  Bytes  (=500MB)  HDD 

MB  RAM  expandable  to  28MB 

T.  local-bus  video 

Dtegrated  graphics  accelerator 


•  Sound  Blaster "  Pro  compatible, 
.WAV  and  MIDI  sound  support 

•  Audio  jacks:  headphone/speaker, 
microphone 

•  Two  stacked  PC  Card  slots 
(two  Type  l-II  or  one  Type  III) 

•  Plug  and  Play  connectivity 
♦AccuPoint '  integrated 

pointing  device 


'  External  3.5"  floppy  drive  included 

•  NiMH  battery  with  Toshiba 
MaxTime™  Power  Management 

•7.4  lbs. 

•  Pre-installed  software:  MS-DOS', 
Microsoft  Windows"*,  Video  for 
Windows'"  Run  Time,  Indeo™  video 
and  other  bundled  software 


•  Toll-free  Technical  Support  — 
7  days  a  week,  24  hours  a  day 


Microsoft* 
WIIMDOWS- 

REAWTOReN 


in 
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In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

©1995  Toshiba  America  Information  Systems,  Inc  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their 
respective  companies  *T2155CDS  Reseller  prices  may  differ  All  prices  and  specifications  are  subject  to  change  Shipping,  handling,  and  applicable  sales  tax  not  included 
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he's  got  a  checklist  he  goes  down." 

In  fact,  3Com  has  a  database  of  140 
possible  acquisition  candidates  and 
tracks  everjlhing  that  happens  in  those 
companies,  down  to  personnel  changes. 
The  secret  to  takeover  success,  says 
Benhamou,  is  to  offer  a  corporate  vi- 
sion that's  at  least  as  compelling  as  the 
founders'  original  dream — either  in 
price,  work  environment,  or  societal 
impact.  As  a  result,  "If  we  know  about 
a  deal  and  make  a  similar  bid  as  oth- 
ers, we'll  win  the  bid  every  time,"  he 
gloats. 

Benhamou  learned  about  takeovers 


Sephardic  Temple  in  Silicon  Valley. 

The  technical  knowhow  has  paid  off. 
Take  network  cai-ds,  once  regaixled  as  a 
dead-end  business.  Benhamou  invested 
heavily  in  custom  chips  that  add  fea- 
tui'es,  improve  reliability,  and  lower  costs. 
He  also  added  seven  $10  million  produc- 
tion lines  that  can  beat  Asian  job-shops 
on  cost.  3Com's  share  of  the  network 
card  market  has  doubled  to  40%-plus 
and  analysts  figiu'e  its  gi'oss  margins  on 
the  cai'ds  exceeds  40%.  Another  plus:  its 
manufactiuing  prowess  has  helped  the 
company  jump  quickly  into  new  mar- 
kets, such  as  stackable  hubs  used  to  con- 


ber,  it  plans  a  pilot  progi'am.  for  s  jjyig 
networks  to  veiy  small  business 
CompUSA  stores.  These  setups  wil] 
company  with  a  few  pes  share  a  p 
and  pass  around  E-mail  just  lik 
corporate  crowd. 

It  will  be  up  against  Cisco's 
CiscoPro  line,  slated  for  introdi  0i 
Sept.  27.  The  line  will  include  pac 
for  hooking  telecommuters  to  th« 
porate  network  or  speeding  up  Int 
access.  "We'll  take  a  leadership  pc 
veiy  quickly,"  vows  Cisco  ceo  Jo 
Chambers.  He  figures  small-busines 
consumer  sales  could  reach  $300  n 


J^fier  three  years 
of  acquisitions, 
it  now  tops  a 
billion  dollars 
in  sales 


1987  Buys  Bridge 
Communications  to 
get  into  the  market 
for  bridges  and  rout- 
ers used  to  connect 
corporate  LANs. 

1992  With  British- 
based  BIGG  Group 
PLG,  gains  a  custom- 
er base  in  Europe. 

1993  Buys  Star- 
Tek  Inc.  for  $43 
million  and  gains 


its  IBM-standard  net- 
work products.  Pacific 
Monolithics  brings 
wireless  technology. 

1994  A  busy  year. 
Centrum  Communica- 
tions, a  $36  million 
deal,  brings  in  prod- 
ucts for  remote 
access  to  corporate 
networks.  For  $59 


million,  3Gom  buys 
Israel-based  NiceGom 
Ltd.,  maker  of  speedy 
asynchronous  transfer 
mode  (ATM)  switches. 
Synernetics  Inc., 
acquired  for  $104 
million,  gets  3Gom 
into  LAN  switches. 

1995  Another  binge: 
Access  Works  Gom- 


the  hard  way  when  he  was  called  on 
to  fLx  the  fi-aetious  merger  with  Bridge 
Communications  that  brought  him  to 
3Com  in  1987.  A  co-founder  of  Bridge, 
Benhamou  watched  as  3Com  moved 
away  ft'om  its  core  PC  add-in  card  busi- 
ness to  develop  network  sei-\'er  com- 
puters to  lam  softwai'e  being  jointly  de- 
veloped by  IBM  and  Microsoft  Corp. 
When  the  alliance  blew  up  in  1989, 
3Com  was  left  in  a  bind. 

After  the  board  nudged  out  co- 
founder  and  President  L.  William 
Krause,  Benhamou  launched  a  turn- 
ai'ound  plan  that  involved  rebuilding  the 
circuit-card  business  and  using  3Com's 
still  healthy  balance  sheet  for  acquisi- 
tions to  add  new  technology  and  ex- 
pand distribution.  He  laid  off  12%  of 
the  company  and  scotched  the  comput- 
er-making effort  in  early  1991. 

Benhamou  is  well-suited  to  the  re- 
engineering  task.  Krause  says  he 
brought  Benhamou  on  boai'd  in  part  be- 
cause of  his  calm  and  even  style.  "To 
pull  a  company  through  a  transition, 
that's  what  you  need."  His  technical 
backgi'ound  didn't  hurt  either  An  Al- 
gerian raised  in  France,  Benhamou 
helped  install  the  first  Internet  site  at 
Stanford,  where  he  received  a  master's 
in  electrical  engineering.  He's  not  all 
techno-geek,  though.  Benhamou  is  an 
avid  guitarist  and  helped  found  the  only 


munications,  acqu 
for  $240  million, 
makes  ISDN  equip 
ment  for  PCs.  Son 
Communications  a 
Primary  Access  Go 
bought  for  $174  rr 
lion  and  $70  milli( 
respectively,  let  3C 
sell  ISDN  gear  for 
phone  companies. 
The  capper:  the  $ 
million  bid  to  acqt 
Ghipcom. 


m  I 
is:«>i: 


St. 


CEO  BENHAMOU:  He  "kiioivs  how  to  buy  companies 


nect  branch  offices  to  corporate  nets. 

The  next  phase  may  prove  a  bit  more 
difficult,  expecially  since  3Com  keeps 
bumping  into  Cisco.  The  market  leader 
has  mainly  focused  on  coiporate  sales, 
while  3Com  has  used  dealers  to  reach  a 
variety  of  customers.  Now,  Cisco  plans 
to  attack  the  low  end  of  the  market.  It 
forged  a  deal  with  Compaq  Computer 
Corp.  to  resell  its  los  network-manage- 
ment software  on  Compaq's  sei-ver  PCs, 
and  has  plans  to  sell  network  interface 
cards  as  well. 

Now  the  two  are  locking  horns  in 
the  consumer  market.  In  early  Septem- 
ber, 3Com  brought  out  $49.5  circuit 
cards,  sold  at  California's  Fryes  Elec- 
tronics stores,  that  let  home  PCs  use 
high-speed  isdn  data  services.  In  Octo- 


in  a  year.  He  readi 
knowledges  that 
can  leverage  its  PC 
expertise  to  grab  H 
20%  of  the  new 
mai'kets,  but  insis 
Cisco  can  lock  up  as 
as  40%  because  of  it 
in  coii^orate  networ 
NET  BREAKS.  Benh 
is  taldng  his  messaj 
rectly  to  the  people 
day's  PC  users  ar€ 
begging  to  be  conne 
he  says.  In  additi 
exhibits  at  3Com  Park  (eight  Int 
kiosks  for  mid-inning  cyber-sur 
3Com  is  undertaking  high-profile 
munity  projects,  including  wiling  ] 
schools  in  San  Jose,  Calif.,  Englanc  ^''f'' 
Ireland.  Mai'keting  Vice-Pi'esident « 
M.  Roberts  is  planning  the  comj 
first  TV  ads. 

That's  only  part  of  the  plan 
hamou  has  filled  his  board  with  e 
fives  who  can  help  guide  the  expa 
beyond  business  networks,  inch 
James  Baitsdale,  ceo  of  high-flyinj 
browser  developer  Netscape  Cora 
cations,  and  Pacific  Telesis  Pres 
David  W.  Dorman.  With  a  vast 
sumer  market  as  the  prize,  it's  a 
new  ball  game  for  3Com. 

By  Peter  Burrows  in  San  Frar 
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velopments  to  Watch 


>  BY  NEIL  GROSS 


ERPRINTS' 
ODD 

INING  

NTS  OF  PEOPLE  FALL 

year  from  salmonella 
ler  bacteiial  pests.  In 
tbreak  in  the  mid- 
listeria  in  Mexican 
killed  47  Californians. 
D  detect  the  bugs  ex- 
they're  time-consum- 
inexact. 

mt  Co.  is  developing 
chnologies  that  could 
'he  company's  Ribo- 

which  went  on  sale 
processing  compa 
lier  tliis  year  for 
[),  scans  a  colo- 
)acteria  taken 

food  sample, 
3  a  DNA  "fin- 
it"  through 
nique  called 
)horesis,  and 
es  it  in  a 
er  -with  hun- 
if  similar  bac- 
patterns.  The 
y  of  identifying 
I  involved  culling 

growing  them  in 
les,  and  studying  their 
r — a  routine  that  took 
five  days.  The  Ribo- 
can  do  it  in  as  little  as 
)m's  and  also  helps  tell 
lUgs  snuck  in  through 
id  materials  or  spread 
ntaminated  pi'oeessing 
ent,  says  DuPont  sci- 
Jcott  L.  Rakestraw. 
Dnt's  gene  sleuths  will 

a  step  further.  They 
jgim  to  commercialize 
it  of  polymerase  chain 
1  (PCR) — made  famous 
O.J.  Simpson  trial — 
an  quickly  multiply 

quantities  of  suspect 
al  DNA  fragments  on 
imples.  For  just  $10 
ist,  the  technology, 
DuPont  licensed  from 
mn-LaRoche  Inc.  and 
Elmer  Corp.,  can  pos- 
identify  traces  of  sal- 
i  in  one  day.  Similar 
3r  troubling  types  of 

and  listeria  are  un- 
/elopment. 


BIG  BARBIE  iS  WATCHING  YOU  

NASA's  DREAM  OF  CHEAP,  BATTERY-POWERED  CAMERAS  ON 

chips  that  can  beam  pictures  back  fi"om  space  may  fii'st 
be  realized  in  a  more  earthbound  setting:  children's  toys. 
Los  Angeles  designer  Cuitis  M.  Binbaker  wants  to  put 
one-cliip  video  cameras  in  dolls,  remote-controlled  cars, 
and  robots.  These  would  send  signals  back  to  a  receiver 
that  plugs  into  the  tv  set  or  vcR  so  kids  can  monitor  or 
record  what  their  toy  tanks,  tincks,  and  robots  "see"  as 
they  explore  the  living  room  or  teiTorize  the  cat.  Bnibak- 
er  has  won  two  key  patents  on  a  real-time  video  trans- 
mission scheme  and  on  the  use  of  wireless  video  in  toys. 
Development  so  far  has  been  funded  by  cable-TV  pro- 
grammer Discovery  Communications 
Inc.  and  Walt  Disney  Co.,  which 
has  registered  the  trademark 
DisneyVision.  Now,  Brubaker 
is  looking  for  a  technology 
partner  to  underwrite  the 
design  of  the  communica- 
tions chip.  The  fu'st 
product  would  be  a 
starter  kit  that  includes 
a  receiver  and  a  cigar- 
size  camera  and  commu- 
nications module — all  for 
just  $99.  Licensed  toy- 
makers  can  then  create 
Ijroducts  that  incorporate 
the  plug-in  camera.  The 
key  to  low  cost  and  portabil- 
ity: a  new  sensor  chip  that 
can  be  manufactured  in  conven- 
tional semiconductor  facilities.  Bni- 
baker  has  also  shown  a  color  version  for  theme  parks 
and  institutions,  including  a  remote-conti'olled  toy  sub- 
marine camera  that  captures  close-ups  of  marine  life  in 
aquariums. 


INNOVATIONS 


s  Scientists  at  Los  Alamos 
National  Laboratoiy  are  help- 
ing doctors  at  St.  Vincent 
Hospital  &  Medical  Center  in 
Portland,  Ore.,  save  lives 
with  their  military  laser  ex- 
13ertise.  They're  beaming  light 
through  cathetei's  to  zap 
blood  clots  in  arteries  (illus- 
tration). Hemoglobin  in  the 
clots  absorbs  the  light  and 
dissolves,  thanks  to  a  photo- 
chemical pi'ocess  that  doesn't 
damage  surrounding  tissue. 
m  Teams  of  genetic  engineers 
are  racing  to  clone  si:)i(ler  silk, 
one  of  the  strongest  and  most 
elastic  materials.  Until  recent- 
ly, attempts  had  produced 
only  fragmentary  molecules. 
But  scientists  at  Lebensmit- 
tel  Consulting  of  Fostoria, 
Oliio,  and  Plant  Cell  Technolo- 
gies of  Chatham,  Mass.,  claim 
to  have  cloned  complete  pro- 
teins. Their  work,  which  is 
backed  by  the  U.  S.  Army, 
could  yield  a  new  generation 
of  lightweight  body  annor. 


TRAPPING  THE  TOMATO  MOTH-WITH  SEX 


BRAZIL  HARVESTS  ABOUT  2.2 

million  tons  of  tomatoes  a 
year  and  exports  them 
around  the  world.  Unfortu- 
nately, it  must  spray  about 
70%  of  the  crop  with  chem- 
ical pesticides  to  hold  lar- 
vae of  the  voracious  South 
American  tomato  moth  at 
bay.  Even  then,  bugs  shel- 
tered in  leaves  can  survive 
the  dousing  and  destroy 
the  crop. 

Cornell  University  scien- 
tists believe  they  can  elimi- 
nate the  need  for  90%  of 
that  spraying.  They've  iden- 


tified and  synthesized  a 
pheromone — a  natural  sex 
attractant — secreted  by  the 
female  moth.  Placing  it  in 
traps  in  recent  tests  in  Bra- 
zil, they  succeeded  in  cap- 
turing thousands  of  male 
moths  in  a  single  night. 
"Normally,  we  would  be 
happy  if  we  trapped  a  few 
hundred,"  says  Coi*nell 
chemistry  professor  Jerrold 
Meinwald,  who  heads  an 
international  team  of 
researchers. 

The  fu'st  hmxlle  was  ob- 
taining the  natui'al  phero- 


mone fi'om  female  moths, 
wliich  release  it  for  only  30 
minutes  during  the  day.  Tra- 
ditional gas  clu-omatogTaphy 
and  mass  spectroscopy  pro- 
vided the  first  glimpse  of  the 
molecule's  unusual  structure. 
Scientists  fine-tuned  their 
understanding  tlu'ough  a 
new  teclmique  that  involves 
putting  the  molecule  tbrough 
chemical  transformations. 
The  team  then  synthesized 
the  pheromone  and  applied 
for  a  patent.  Meinwald  says 
the  new  mode  of  chemical 
analysis  could  help  I'esearch- 
ers  to  characteiize  phero- 
mones  fi-oni  other  pests. 


Science  &  Technology 


SEMICONDUCTORS 


THE  GREAT 
SILICON  RUSH  OF  '95 

Billion-dollar  chip  factories  are  sprouting  all  over 


15- 


12 


Calling  it  a  spending  binge  hardly 
suffices.  Try  orgy.  The  semicon- 
ductor industry  is  throwing  mon- 
ey at  new,  big-ticket  chipmaking 
plants  at  record  rates.  In  September 
alone,  Fujitsu,  Hitachi,  Motorola,  SGS- 
Thomson  Microelectronics,  and  a  part- 
nership of  Toshiba  and  IBM  an- 
nounced plans  to  build  five  chi]) 
plants  at  a  cost  of  $6  billion. 
And  Samsung  Group  ^ 
will  join  the  billion-  ^j<^ 
buck  crowd  any 
day  now. 

All   told,  90 
new  wafer-fabri- 
cation factories,  oi' 
"fabs,"  will  come  on 
stream  this  year  and 
next.  These  90  plants 
will  have   cost  more 
than  $75  billion  to  build. 
That's  more  than  the  in- 
dustrv  invested  during 
all  of  "the  1980s. 

Chipmakers  are  fol- 
lowing a  prudent  guide- 
line: Those  who  plow 
the  most  into  new  pro- 
duction facilities  win. 
That's  how  the  Japa- 
nese edged  out  the 
U.  S.  in  the  1980s— and 
how  the  U.  S.  came 
back  in  the  1990s.  And 
it's  how  other  chip  sup- 
pliers in  Asia,  especially  -  ^ 
South  Koreans,  hope  to  grab  market 
share.  They're  now  outspending  evei^y- 
one  else  (chart). 

MEMORY  HOGS.  The  coming  tide  of  new 
capacity  may  be  one  reason  why  inves- 
tors are  skittish  about  high  tech.  But 
the  guiTJS  don't  see  overcapacity  prob- 
lems for  several  more  years.  Daniel  L. 
Klesken,  a  veteran  chip-industry  ana- 
lyst at  Robertson,  Stephens  &  Co.,  has 
hiked  his  long-range  forecast  four  times 
over  the  past  12  months.  He  now  pegs 
chip  sales  in  2000  at  $350  billion,  up 
175%  from  his  prediction  of  a  year  ago. 
One  reason:  Intel  Coi-p.'s  latest  micro- 


can  produce  rapid  market-share  | 
Now,  Korean  electronics  giants,  su 
Samsung  Semiconductors  Inc.,  ar( 
lowing  suit,  says  George  Burns, 
of  Strategic  Marketing  Associates  i 
quel,  Calif.  Once  Samsung  decide 
take  the  lead  in  drams,  he  says, 
a  pretty  straightfomard  propositi 
figure  out  how  much  they  had  to  s 
to  get  there." 
NEW  CONFEDERACY.  The  compan 
creased  its  capital  budget  steadily 
the  last  10  years,  and  in  1994  cli 
to  the  No.  1  spot,  eclipsing  such 
heavyweights  as  NEC  Corp.  and  To 
Corp.  Dataquest  Inc.  figures  that 
sung  is  investing  nearly  $2  billi' 
new  capacity  this  year  Only  three 
makers  are  spending  more:  Int( 
$3.5  billion;  Motorola  Inc.,  at  $2.3  b 
and  Korea's  lg  Group  (formerly 
star),  which  is  making  its  own  bid 
bigger  slice  of  the  action,  vdth  an 
of  $2.1  billion. 

But  Samsung  seems  ready  to 


Chipmaking's  High  Stakes 

U.S.  producers  anted  up  billions  more  than  Japanese  rivals,  and 
were  rewarded  over  time  vidth  bigger  market  share.  Southeast  Asian 
chipmakers  now  spend  even  more  and  will  grow  the  fastest. 

THOSE  WHO  SPEND  BIG  ON  PLANTS  ARE  REWARDED  IN  THE  MARKET 


processors  and  Microsoft  Corp.'s  new 
Windows  95  operating  system  are  mem- 
ory hogs.  New  PCS  need  two  to  four 
times  as  much  dynamic  random-access 
memory  (dram)  as  older  PCs.  "We  didn't 
think  Win95  would  have  much  effect  on 
DPvAM  demand,"  admits  Jeny  D.  Hutche- 
son,  chairman  of  market-watcher  vlsi 
Research  Inc.  in  San  Jose.  He 
knows  better  now. 

No  matter  where  you 
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turn,  the  stoiy  is  the  same:  "We  don't 
see  any  abatement  in  this  insatiable  ap- 
petite at  least  tlirough  1997,"  says  John 
Luke,  president  of  tsmc  usa  Inc.,  the 
U.  S.  aiTn  of  Taiwan  Semiconductor  Man- 
ufacturing Co.  TSMC  broke  gi'ound  last 
April  for  a  $1  bilHon  fab  in  Taiwan  and 
already  plans  another,  its  fifth,  because 
demand  exceeds  supply  by  at  least  20%. 
Concedes  Kevin  J.  McGaiity,  senior  vice- 
president  and  head  of  worldwide  mar- 
keting at  Texas  Instruments  Inc.:  "We 
are  basically  out  of  capacity." 

U.  S.  chipmakers  showed  early  this 
decade  that  investments  in  new  capacity 


DATA:  VLSI  RESEARCH 


its  bet  again.  Instead  of  bre 
ground  for  one  new  wafer  fab  each 
says  Mark  Ellsberry,  marketing 
president  for  Samsung  Semicondi 
in  San  Jose,  the  company  is  "highlj 
ly"  to  stall  a  new  chip  factory  evei 
months.  The  next  one  will  be  a  $1 
lion  fab  in  the  U.  S. 

The  U.S.  is  clearly  the  hotbe 
gigabuck  chip  plants.  While  a  few 
behemoths  are  under  constructi 
planned  in  Asia  and  Europe,  at  le 
dozen  are  in  the  works  in  the  U.  J 
eluding  three  by  Intel  and  two  by 
orola,  not  counting  the  Austin  fa 


irs,  Phillips  Peti'oleum  has  sponsored 
Wild,  Project  Learning  Tree  and 
Wet.  These  unique  progicinis  help 
rni  about  tlie  emiroranent  today  so 
ill  make  responsible  decisions  about 


it  tomoiTO\\^  And  diats  one  class  assignment 
that  just  wont  ht  under  a  refrigerator 
magnet.  At  Phillips,  that's  what  it  means 
to  be  The  Performance  Companv.  mm 
PHILLIPS  PETROLEUM  COMPANY 


Imagine  a  class  where 
the  homework  includes 
saving  the  planet. 


nual  repon  on  Phillips'  health,  tniyironmcHtat  htful  Safety  ptr} 


that  Motorola  just  opened.  One  of  these 
new  plants  is  destined  for  an  unusual 
chipmaking  location:  Virginia.  It  will 
crank  out  PowerPC  microprocessors  in 
Richmond,  just  down  the  road  from  the 
$1.2  billion  plant  that  IBM  and  Toshiba 
will  build  in  Manassas. 

All  the  spending  by  U.  S.  chip  pro- 
ducers is  helping  the  American  compa- 
nies that  supply  the  exotic  ecjuipment 


"We  are  basically  out 
of  capacity,"  reports 
Texas  Instruments.  So 
are  other  chipmakers 


used  to  make  chips.  VLSI  Research  fig- 
ures U.  S.  suppliers  have  51%  of  that 
$24  billion  market,  vs.  42%  for  Japa- 
nese rivals.  By  2000,  when  the  equip- 
ment business  could  top  $45  billion,  vlsi 
predicts  U.  S.  supphers  will  have  55%. 
The  chip-equipment  industry  is  also  on  a 
spending  spree — developing  the  next 
generation  of  chip  systems  while  crank- 
ing out  all  the  equipment  needed  by 
the  new  wafer  tabs.  Japan's  Nikon  Coip. 
is  expanding  its  chip-equipment  busi- 
ness by  $3  billion,  and  Applied  Materials 
Inc.  in  Santa  Clara,  Cahf.,  says  it  will 
pump  as  much  as  $500  million  into  new 
technology  by  1999. 

CAPITAL  CRUNCH?  Around  that  time, 
some  chipmakers  may  find  themselves 
running  into  a  capital  cnmch.  The  pro- 
jected cost  of  a  chip  plant  at  the  stait  of 
the  new  centuiy  is  $3  billion — and  still 
climbing.  "There  is  concern  about  the  in- 
creasing cost  of  wafer-fabrication 
plants,"  says  Steven  R.  Appleton,  pres- 
ident of  Micron  Technology  Inc.  In  fact, 
some  industry  leaders — including  Intel 
Chairman  Gordon  E.  Moore — worry  that 
the  ante  required  in  the  next  decade 
could  soar  beyond  the  reach  of  all  but  a 
handful  of  companies. 

For  now,  chipmakers  are  basking  in 
the  longest  boom  in  the  industry's  histo- 
ry. The  chip  business  used  to  gyrate 
every  few  years,  with  prices  sometimes 
plummeting  50%  in  six  months.  The  con- 
sensus is  that  those  roller-coaster  days 
are  gone  forever,  thanks  in  pait  to  close 
working  relationships  between  chipmak- 
ers and  their  customers.  Furthermore, 
when  the  current  PC  boom  in  the  U.  S. 
and  Europe  slows  down,  there's  a  whole 
world  of  developing  nations  that  will 
need  pes,  cellular  telephones,  and  all 
sorts  of  electronics  hardware.  Which 
means  that  money  invested  now  won't 
go  to  waste. 

By  Otis  Port  in  New  York  mid 
Michael  J.  Parks  in  Seattle 


Marketing 


ACURA  GOES 
TO  THE  CIRQU 
DU  SOLEiL  L 


LUXURY  CARS 


ACURA:  STUCK 
BETWEEN  GEARS? 

It's  banking  on  a  "prestige"  pitch  to  rescue  lagging  sal( 


Acura  came  roaring  into  the  U.  S. 
luxury  market  in  1986,  and  things 
haven't  been  the  same  since.  It 
was  an  audacious  experiment  by 
Japan's  Honda  Motor  Co.  to  see  if 
Americans  would  pay  a  then-unheard-of 
$20,000  for  a  Japanese  car.  Its  pitch?  A 
premium  car  at  a  bargain  price  com- 
pared with  European  luxury  imports. 
The  fii-st  TV  ads  fi-om  Acura  talked  of 
"precision-crafted  automobiles"  and  pic- 
tured shocked  German  executives  read- 
ing the  news  in  their  papers.  For  four 
years  in  a  row,  Acura  topped  the  pre- 
stigious J.  D.  Power  &  Associates  Inc. 
customer-satisfaction  awards,  and  it 
quickly  became  the  best-selling  premium 
import  brand. 

But  the  road  has  become  a  lot  rocki- 
er since  then  for  Acura,  which  accounts 
for  15%  of  Honda's  North  American  unit 
sales.  With  results  off  25%  in  the  fii'st 
eight  months  of  1995  and  headed  for 
theii'  worst  fuU-year*  showing  ever.  Acu- 
ra is  desperately  trying  to  retool  its  im- 
age. New  advertising  stresses  luxury 
and  prestige  instead  of  engineering  and 
perfonnance  as  a  way  to  justify  prices 
that  are  no  longer  markedly  below  the 
competition.  But  the  first  ads  infuriated 
dealers,  who  demanded  and  got  a  share 


of  the  regional  ad  budget.  And  Ac 
still  searching  for  a  way  to  get  d 
pinched  by  falling  sales,  to  spru<i 
theu"  10-yeai-old  showi'ooms.  Mean^v 
the  line's  well-established  brand  m 
Legend  and  Integra,  will  soon  b| 
placed  by  models  identified  by 
and-number  combinations  in  ord 
shift  the  brand  focus  to  Acura. 
HEAVY  TRAFFIC.  As  long  as  it 
underprice  competitors  in  the  h 
market,  Acura's  sales  hummed.  I 
1992,  European  luxury  brands  su 
Mercedes,  bmw,  and  Audi  started 
ing  their  inflated  prices.  That, 
with  the  rising  yen,  wiped  out 
of  Acura's  advantage.  Ai'chrivals  1 
Motor  Corp.  and  Nissan  Motor 
had  launched  their  even-more-uj 
brands — Lexus  and  Infiniti — in 
with  full-size  sedans  starting  at  $£ 
and    dealers    famous    for  cod 
buyers. 

The  combination  slammed  the  b 
on  Acura  sales,  which  peaked  in 
"Acui'a  led  the  Japanese  charge  in1 
premium  luxury  segment,"  says 
G.  Jacobs,  president  of  market  res< 
er  Jacobs  &  Associates  Inc.  in  Ri 
ford,  N.J.  "But  they've  been  outm 
vered  by  Lexus  and  Infiniti,  and 
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toC0^ftr7)xygen  and 

id  argon 


nitrogen 


and  using  these  and 


other  basic  molecules  Praxair 

defects,  cuts  costs,  eliminates  use  of  chlorofiuorocarbons.      \\  Z3lk  ijC\^ 


elping  industries 


Extra  oxygen  injected  into  an  electric  arc  furnace 
converts  potential  carbon  monoxide  emissions  into 
extra  energy  instead. 


prosper  in  a  new 


global  marketplace  which 


mercilessly  competitive  yet 


ologically  uncompromising. 


Pmmi  A  $2.7  billion 


^S  OUR  PLANET  MORE  PRODUCTIVE 


mpany  and  growing. 


m  n  r  P>      i  n  f  , 
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Marketing 


Missed  the  chance  to  talk  with 
Netscape  co-founder  Marc 
Andreessen  when  he  was  the 
guest  of  a  Business  Week  Online 
live  conference?  Or  maybe  you 
were  away  when  BW  economist 
Bill  Wolman  gave  his  latest 
investment  advice. 

It's  not  too  late  to  find  out  what 
they-and  other  important  news- 
makers-had to  say  about  today's 
top  issues.  Just  log  on  to 

Business  Week  Online 
on  America  Online  and 
download  the  tran- 
script of  any  of  our 
past  conferences. 

Here's  a  sampling  of 
what  you'll  find-and 
remember,  we're  add- 
ing more  every  week: 


^  r  1 


Is  an  MBA  Worth  It? 

Dean  B.  Joseph  White  of  the 
Univ.  of  IVIichigan  B-school 
gives  his  answers-3/30/95 

Windows  95 

Two  top  Microsoft  execs 
explain  the  thinking  that 
went  into  the  long-awaited 
operating  system-7/2/95 

Women  Entrepreneurs 

Plenty  of  inspiration  and 
help  from  the  National  Assn. 
of  Women  Business  Owners' 
Patty  DeDominic-7/11/95 

Labor  Day  with  the 
Labor  Secretary 

Robert  Reich  talks  with 
America's  workers  in  this 
special  conference-9/4/95 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 

A  M  E  Ryl^C  A 


didn't  anticipate  the  resurgence  of  the 
Eiu'opean  liLxiuy  brands."  Adds  Thomas 
G.  Elhott,  executive  vice-president  at 
American  Honda  Motor  Co.:  "We  cahie 
to  find  out  that,  in  the  hixury-car  mar- 
ket, performance  isn't  enough.  The  buy- 
ers want  status,  prestige,  comfort,  and 
luxury." 

So  far,  though,  Acura  has  had  a  hai'd 
time  convincing  buyers  that  they'll  get 
enough  of  those  attributes  to  justify 
prices  that  can  top  $40,000  on  the  Leg- 
end. Acura  dropped  the  old  "precision- 
crafted  performance"  ads  with  the  1994 
models  in  favor  of  a  campaign  that  fea- 
tured mansions  with  cobblestone  drive- 
ways and  a  towel-draped  woman  get- 
ting a  massage  in  a  gazebo.  The  new 
tag  line:  "Some  things  are  worth  the 
price."  Dealers  dubbed  them  the  "Chan- 
el" ads.  Nissan  rushed  out  a  parody 


ACURA  HITS 
A  POTHOLE 


On 


■86  '8/ 
A  THOUSANDS 


)  '90  '91  '92 
DATA  COMPANY  REPORTS 


that  claimed  its  $13,000  Altima  was 
"worth  far  more  than  the  price." 

Ads  for  1996  models  continue  to  hit 
hard  on  the  luxury  theme.  "Acura  gets 
extremely  high  marks  for  quality,  de- 
pendability, and  value,  but  it  doesn't 
peifonn  well  in  categories  like  luxmious, 
expensive-looking,  and  prestigious.  We 
have  to  change  the  image,"  says  Timo- 
thy W.  Hart,  executive  vice-president 
of  Ketchum  Advertising  in  Los  Angeles. 
New  promotions,  such  as  an  18-month 
tour  with  Cu'que  du  Soleil,  are  meant  to 
get  the  word  out,  too.  But  customers 
are  likely  to  get  a  mixed  message.  To 
appease  dealers,  Acura  is  shifting  one- 
third  of  its  $40  million  regional  ad  bud- 
get to  regional  dealer  associations,  wliich 
traditionally  nm  hard  sell,  rather  than 
image,  ads. 

Acura  is  also  changing  and  renaming 
its  products.  The  Legend  name  will  dis- 
appear next  spring,  to  be  followed  in  a 
year  or  two  by  the  Integra.  Acura  will 
replace  the  Legend  with  the  3.5RL,  a 
bigger,  more  luxurious  car  designed  to 
compete  with  top-of-the-line,  $50,000- 


plus  Lexus  and  Infiniti  models,  tl  DQf 
with  a  smaller  engine  the  rl  will  & 
$10,000  less.  Acura  introduced  its 
TL  series  this  summer,  includin 
$28,000  2.5TL  and  the  $33,000  3 
The  idea  is  that  Legend  buye: 
shock  over  prices  that  start  at  $3 
can  trade  down  to  the  tl  seiies  w 
leaving  the  Acura  brand.  Acura  wi 
introduce  a  luxury  sport-utility,  j  Mm 
sied-up  Isuzu  Trooper  renamed  theff^^ 
ra  SLX,  for  about  $30,000  in  Dec 
and  next  spring  will  add  the  CL  co 
about  .$25,000.' 

CUSTOMER-HANDLING.  It  will  take 
ry  service  as  well  as  new  luxuiy 
ucts  to  win  over  customers.  Bu' 
ting  a  commitment  from  the  d^ 
who  provide  that  service  could 
most  difficult  part  of  Acura's  traj 
mation.  Last  year,  it  started  aw; 

top    dealers  free 
based  on  custome: 
dling  scores  rather 
pure  sales  numbers.| 
year,  it  hired  Sandy 
which  trained  Satu: 
Infiniti  dealers,  to 
Acm-a  dealers  how  ti 
buyers.  So  far,  mor( 
half  of  Acura's  283  di 
have  gone  thi-ough  tl 
untary  program.  It's 
ing:  Acura  has  reboi 
to  No.  4  in  the  J.  D.  1 
satisfaction  rankings 
it  once  dominated:  I 
ter  Lexus,  Infiniti,  an 
urn  but  ahead  of 
cedes,  bmw,  and  Cadillac. 

Now,  Acura  must  persuade  di 
to  upgTade  to  the  wood-and-marbl 
of  today's  luxury  dealerships.  "If 
going  to  be  a  luxury  franchise, 
got  to  look  like  a  luxury  fi'anchise,' 
Stephen  P.  Cushman,  president  of 
Automotive  Group,  which  owns 
dealersliips  in  San  Diego  and  Esco 
Calif.  "We've  got  to  deliver  the 
that  they're  projecting."  That  w 
tough  when  dealers'  sales  are  at  s 
time  low  and  a  quaiter  of  Acura  d 
are  losing  money.  Acm'a  hopes  to 
op  an  upgTade  progTam  it  can  roll 
stages. 

But  Acura  will  soon  have  one 
advantage  over  its  Japanese  cor 
tion:  production  in  the  U.  S.,  sti 
with  next  spring's  CL  coupe.  Av^ 
the  strong  yen  will  give  Acura  a 
edge  over  Infiniti  and  Lexus,  whi< 
both  made  in  Japan.  The  new 
and  new  image  can't  hurt,  but  i| 
end,  it  may  be  plain  old  lower  ] 
that  rev  up  sales  at  Acura. 

By  Larry  Armstrong  in  Los  A§ 
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already  many  reasons  to  buy  the 
■Bit  operating  system,  OS/2"  Waip  or 
[ivity  partner,  OS/2  Warp  Connect®, 

t  s  the  only  32  bit  mulitasking 
system  that  luns  DOS,  Windows'" 

and  OS/2  applications.  And 
Waip  Connect  is  the  best 
way  to  share  with  your  peers 
-  whether  thev"re  in  your 
department,  over  a  network, 
or  on  the  road. 


♦ CHECK  IT  OUTi 
■>  SflfCt7.aOSflf*(Mto5fl 


IBM  has  added  another  reason  to  move  to  OS/2 
Warp  now.  You  get  a  S30  rebate  when  you 
purchase  OS/2  Waip  Version  3  and  any  OS/2. 
Windows  or  DOS  application.  Upgrade  to  OS/2 
Waip  Connect  Version  3  with  Windows  and  get 
a  $.50  rebate  if  you  have  OS/2  Waip  Version  3 
with  Windows  or  get  $2^  if  you  already  have 


OS/2  Version  2.1x.  But  you  have  to  act  now  - 
both  rebates  expire  .September  .30,  199.5. 

To  get  OS/2  Warp  in  your  office,  call  one  of  the 
200  ComputerLand  locations  nationwide.  Each 
location  is  locally  owned  and  has  the  expertise 
to  deliver  networking,  system's  maintanance, 
and  systems  integration  to  corporations  -  large 
and  small.  To  find  out  more  about  OS/2  and 
how  ComputerLand  can  help  your  business, 
call  1-800-893-6893. 

ComputerLand 


©199.')  McnscI  KAIi,  Inc.  IliM  and  llie  IBM  logo  are  reeislererl  trademarks  i>f  Intcmalicinal  Business  Machines  Corporation.  All  other  trademarks  acknowIedKcd. 


Personal  Business? 


EDITED  BY  AMY  DUNKIN 


MEDICIIVE  DISCOVERS 
A  NEW  ALD^:  THE  CLOCK 


If  asthma  attacks  are  most 
likely  to  occui"  in  the  mid- 
dle of  the  night,  doesn't 
it  stand  to  reason  that  medi- 
cation administered  before 
bedtime  would  be  most  effec- 
tive? And  if  the  risk  of  stroke 
is  greatest  between  6  a.m. 
and  10  a.m.,  shouldn't  hyj^er- 
tensive  individuals  take 
blood-pressiu'e  chxigs  in  doses 
that  would  prevent  early- 
morning  surges? 

P"'or  chronobiologists,  who 
study  biological  functions  in 
relation  to  time,  the  answers 
to  such  questions  have  long 
been  apparent.  To  them,  the 
human  body  is  a  symphony 
of  rhythms  in  which  rising 
and  falling  blood  pressure, 
heart  rate,  hormone  levels, 
and  temperature  are  pait  of 
a  highly  integi-ated  and  time- 
sensitive  interplay. 

Applied  clinically,  chrono- 
biology  uses  what  is  known 
about  the  body's  cyclical  pro- 
cesses to  recognize  and  treat 
disease.  Michael  Smolensky, 
director  of  Hermann  Hospi- 
tal's Center  of  Clironobiology 
&  Chronotherapeutics  in 
Houston,  says  health  is  a 
"synchrony  of  all  the  biological 
rhythms  within  the  human 
body."  Thus,  any  cycle — 
sleep/wake,  menstrual,  hor- 
monal— that 
demonstrates 
rhythmic  ab- 
normalities indicates  biologi- 
cal discord,  better  known  as 
illness. 

OFFBEAT  RirrmMS.  Thanks  to 
technology,  mapping  the 
body's  rhythms  and  discover- 
ing any  abemint  beats  is  easi- 
er and  less  expensive  today. 
Ten  years  ago,  the  24-hour 
monitoring  cinicial  to  cUnical 
chronobiology  would  have 
meant  constant  surveillance 
and  repeated  pokes  and  prods 
by  a  team  in  lab  coats.  But 
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new  computeiTzed  de- 
ncluding  wristwatch- 
:ion  sensors  and  pock- 
i-pressure  and  heart 
s,  make  it  possible  to 
ine  patients'  cyclical 
ions  without  disrupt- 
r  daily  routines, 
inology  has  been  the 
nost  important  factor 
rowth  of  clinical  chi'o- 
gy  over  the  past 
rs,"  says  Dr  Franz 
I,  a  researcher  at 
iversity  of  Minne- 
ronobiology  Labor- 


Clinical  trials  have  also 
proved  that  anti-inflammatoiy 
drugs  to  combat  asthma  and 
rheumatoid  aithritis  are  more 
effective  if  given  at  night, 
when  levels  of  the  body's  in- 
herent anti-inflammatory 
agents,  such  as  the  homnone 
Cortisol,  fall.  Such  strategic 
dosing  dramatically  reduces 
the  likelihood  of  nighttime 


lignant  and  malignant  changes 
on  the  siuface  cells  of  the  cer- 
vix occui'  more  frequently  in 
the  summer  months.  And  of 
the  two  most  common  types 
of  testicular  cancer,  the 
growth  of  one  peaks  in  De- 
cember-Januaiy,  the  other  in 
August-September  Hi-ushesky 
says  these  rhythms  suggest 
false  negatives  would  be  less 


chronobiology  in 
owadays,  he  says, 
•eam  doctors  can 
ously  track  their 
3'  biological  activ- 
er  extended  peri- 
not  rely  on  single, 
i-time  measure- 
-which  amounts  to 
'snapshots  of  a  roll- 
;er." 

has  implications  for 


!cause,  as  with  bio- 
rhythms,  illnesses 
ndulate.  Studies 
lat  rheumatoid  ar- 
flares  up  at  night, 
ttacks  typically  oc- 
the  morning,  and 
cells  vary  in  their 
according  to  sea- 
l  time  of  day.  As  a 
;hronobiologists  pay 
h  attention  to  tim- 
therapeutic  inter- 
as  to  choice  of  thera- 
[bre  now,  we've  always 
ow  to  treat.  Today,  we 
so  ask  when  to  treat," 
sky  says. 

PROTECTION.  For  ex- 
blood  pressm-e  natural- 
up  in  the  early  mom- 
ihe  body  readies  itself 
e  the  day.  But  this  in- 

the  risk  of  heart  at- 
id  stroke  for  people 
iart  problems  or  high 
pressure.  Thus,  Dr. 

Portman,  a  kidney 
ist  and  researcher  at 
rmann  Center,  says  hy- 
;ive  patients  can  often 
tter  results  and  even 
wer  doses  of  medica- 
;hey  tai-get  its  adminis- 
to  prevent  dangerous, 
g  pressure  surges. 


1^  AJIt. 

•  Pregnant  women  are  most  likely  to  go  into  labor. 

•  Lymphocytes  (white  blood  cells)  are  at  their  peak. 

2:f^  Ajw. 

•  Growth  hormone  levels  are  highest. 

4^  AM, 

•  Asthma  attacks  are  most  likely. 

6sQ0  HM, 

•  Onset  of  menstruation  is  most  likely. 

•  Plasma  insulin  is  lowest. 

•  Blood  pressure  and  heart  rate  begin  to  rise  rapidly. 

7:00  A.M. 

•  Symptoms  of  allergic  rhinitis  (hay  fever)  are  worst. 

AM. 

•  Calories  are  burned  most  readily. 

•  Risk  for  heart  attack  and  stroke  is  highest. 

•  Symptoms  for  rheumatoid  arthritis  are  worst. 

1^00  AJS. 

•  Gastrointestinal  bleeding  is  most  likely  from  ulcers. 

NOON 

•  Level  of  hemoglobin  in  blood  peaks. 

1:011  pjm. 

•  Serum  cholesterol  peaks. 

3:fl^  pjHu 

•  Grip  strength,  respiratory  rate,  and  reflex  sensitivity 
highest;  a  good  time  for  athletics. 

<^O0  FJtL 

•  Body  temperature,  pulse,  and  blood  pressure  peak. 

6:iKI 

•  Urinary  flow  is  highest. 

•  Pain  threshold  is  lowest. 

•  Skin  is  most  reactive;  allergic  responses  more  likely. 

asthma  attacks  and  diminish- 
es the  swelling  of  joints  and 
stifftiess  that  aithritics  notice 
upon  awakening. 

Also  asking  "when  to 
treat"  is  Dr  William  Hrushe- 
sky,  senior  attending  oncolo- 
gist at  the  Samuel  Stratton 
Veteran's  Administration 
Medical  Center  in  Albany, 
N.Y.  Hrushesky  has  been 
caring  for  cancer  patients 
chi'onobiologically  since  1979. 
"The  importance  of  timing  in 
the  screening  and  treatment 
of  cancer  cannot  be  overem- 
phasized," he  says. 

Several  international  popu- 
lation studies  indicate  that 
cancer  growth  rates  vaiy  sea- 
sonally. Breast-cancer  cells 
tend  to  be  most  active  in 
spring  and  less  in  fall.  Prema- 


likely  if  cancer  screenings 
v/ere  done  "in-season." 

Furthermore,  biological 
rhythms  can  help  determine 
when  to  schedule  therapies 
once  cancers  are  discovered. 
Hrushesky  has  published  a 
study  that  indicates  women's 
breast-cancer  sui'geries  are  far 
more  likely  to  be  curative  if 
performed  in  the  middle  of 
their  menstrual  cycles  (the 
week  following  ovulation).  His 
ongoing  investigations  show 
that  patients  respond  better 
to  chemotherapy  and  radiation 
administered  at  certain  times 
of  the  day  or  week.  The  actu- 
al schedule  vaiies,  depending 
on  the  tyije  of  cancer  as  well 
as  the  therapeutic  agent. 

"The  toxicity  of  cancer 
drugs  varies  rhythmically," 


explains  Smolensky.  "The  goal 
is  to  administer  them  during 
those  windows  of  time  when 
they  will  do  the  most  harm 
to  the  cancer  but  the  least 
harm  to  the  patient."  And 
with  the  advent  of  pumps 
that  deliver  intravenous  dings 
at  preprogrammed  times,  he 
says,  such  timed  treatments 
are  now  possible  without 
hospitalization. 

Chronobiology  also  has 
applications  in  the  man- 
agement of  sleep  and 
mood  disorders.  "In  these 
situations,  bright  hght  is 
often  of  great  benefit," 
says  Dr.  Daniel  Kripke, 
professor  of  psychiatiy  at 
the  University  of  Califor- 
nia at  San  Diego.  He  "re- 
sets body  clocks"  by  ex- 
posing his  patients  to 
bright  light  at  specified 
times  during  the  day.  Such 
light  therapy  seems  to 
regulate  the  hormonal  cy- 
cles that  strongly  affect 
sleeping  and  emotions. 
There  is  also  early  evi- 
dence that  precisely  timed 
light  therapy  i-educes  con- 
fusion in  the  elderly  and 
regulates  mensti-ual  cycles. 

While  proponents  claim 
chronobiology  is  a  field 
that  is  limitless  in  its 
breadth,  it  also  is  a  field 
with  few  players.  Only  a 
handful  of  chronobiology 
clinics  are  operating  in  the 
U.  S.  and  Europe,  and 
many  deal  exclusively  with 
sleep  disorders.  But  more 
mainstream  doctors  are  in- 
corporating chronobiology 
into  their  practices,  and  big 
medical  centers,  such  as  Brig- 
ham  &  Women's  Hospital  in 
Boston  and  the  University  of 
Pittsburgh  School  of  Medi- 
cine, are  using  its  techniques. 
The  National  Institutes  of 
Health  has  funded  several 
studies  on  the  subject.  Also, 
chronobiology  conferences  ai'e 
drawing  hundreds  of  health- 
cai'e  professionals  rather  than 
the  sprinkling  of  eindite  re- 
searchers who  showed  up  in 
years  past.  "Chi'onobiology  is 
taking  off  in  the  world  of 
medicine,"  Smolensky  says. 
Time,  after  all,  is  on  its 
side.  Kate  Murphy 
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COMPUTER  TUTORS 

TO  HELP  YOU  ACE  THE  SAT 


I  approach  most  jour- 
nalistic tasks  with  en- 
thusiasm. So  why  did 
an  assignment  to 

evaluate  software  aimed  at 
helping  high  school  juniors 
and  seniors 
prepare  for  the 
Scholastic  Assessment  Test 
make  me  cringe?  The  answer, 
of  course,  is  that  no  matter 
how  old  you  are,  you  never 
forget  the  pain  of  taking  an 
exam  that  can  make  or  break 
your  dreams  of  getting  into 
the  right  college. 

Yet  having  reacquainted 
myself  with  algebra,  analo- 
gies, and  quantitative  com- 
parisons, I  can  I'epoit  to  par- 
ents of  college-bound  youths 
that  most  of  the  programs  I 
explored  may  well  ease  your 
son's  or  daughter's  jitters. 
And  with  the  next  exam  (for- 
merly called  the  Scholastic 
Aptitude  Test)  scheduled  for 
Oct.  14,  there  may  still  be 
time  to  lift  theii-  scores. 
DIAGNOSTIC  TESTS.  The  SAT 
programs  for  Windows  and 
Macintosh  PCs  range  from 
the  no-nonsense  Cliffs  Study- 
Ware  for  the  SAT  i  from 
Cliffs  Notes,  to  The  Under- 
ground CD-ROM  Handbook  for 
the  SAT,  a  rather  annoying 
(to  this  grownup,  anyway) 
effort  from  Swfte  Interna- 
tional and  Workman  Publish- 
ing, billed  as  providing  "un- 
authorized techniques  to 
deliver  your  best  sat  score 
ever."  The  program  features 
animated  caricatures  of  four 
real-life  Ivy  League  stu- 
dents, but  I  felt  like  I  was 
getting  tutored  by  Beavis 
and  Butthead.  Zelos  Digital 
Learning's  Team  sat  also 
uses  student  mentors,  but  in 
video  clips  instead  of  car- 
toons. My  favorite  programs 
came  from  Davidson  &  Asso- 
ciates, Kaplan  Interactive, 
the  Learning  Co.,  and  the 
Princeton  Review. 


EDUCATION 


The  great  promise  of 
multimedia  software  is  to 
personalize  an  interactive 
learning  experience  not  pos- 
sible in  a  tutorial  book.  As 
students  take  diagnostic  prac- 
tice tests,  the  top  progi-ams 
can  analyze  their  strengths 
and  weakness- 
es and  pre- 
scribe learning  exercises  that 
best  suit  them.  To  simulate 
the  experience,  Davidson's 
software  comes  with  a  paper 
test  booklet  that's  a  replica 
of  the  real  thing.  Score 
Builder  for  the  sat  from 
the  Learning  Co.  not 
only  asks  students  to 
answer  questions  but 
also  queries  them 
on  how  they  ar- 
rived at  their  re- 
sponses. Then  the  ^ 
program  maps  out  t 
a  study  plan  that  \. 
emphasizes  the  skills  ^- 
they  need  to  mastei', 
without  wasting  time  v 
on  stuff  they  already  \ 
know.  Students 
practice  tests 

(timed,  without  feedback)  or 
tutor  mode  (an  untimed  exam 


with  immediate  explanations.) 

Any  software  is  vastly 
cheaper  than  Kaplan's  and 
the  Princeton  Review's  SAT 
prep  classes,  which  cost  up 
to  $700.  And  students  can 
work  at  their  own  pace  and 
schedule,  though  any  score 
hikes  will  be  related  to  how 
much  time  a  kid  puts  in. 
(Kaplan  says  three  to  four 
hours  a  week  for  six  weeks  is 
basic,  though  12  weeks  is  bet- 
ter.) Still,  if  you  can  afford 
it,  "a  good  review  course  will 
always  be  better  than  a  good 
software  program,"  says  Jim 
Reynolds,  director 
of  electronic  pub- 
lishing at  the  ^^5^;;^ 
Princeton 
Review. 


can  take  ^ 
m  test  mode 


Grading  SAT  Prep  Software 

PROGRAM 
PUBLISHER/PRICE 

CLIFFS  STUDYWARE 
FOR  THE  SAT  I 

CLIFFS  NOTES,  $60* 

INSIDE  THE  SAT  AND  PSAT 

THE  PRINCETON 
REVIEW,  $50* 


SAT  ROADTRIP  96 

KAPLAN  INTERACTIVE,  $30 


YOUR  PERSONAL  TRAINER 
FOR  THE  SAT 

DAVIDSON,  $35 


ALL  avail;;ble  in  windows  and  macintosh 


COMMENTS 

Takes  serious,  straightforward  ap- 
proach. Includes  videos  narrated  by 
test  expert  Jerrv  Bobrow. 

Has  sense  of  humor  that  may  appeal 
to  youths.  Uses  video  lessons  and 
animation  to  make  rote  topics  fun. 

Customizes  study  plan  based  on  how 
long  student  has  to  prepare  for  exam. 
Includes  link  to  America  Online. 

Comes  with  paper  test  booklet  to 
simulate  real  exam.  When  students 
are  puzzled  by  questions,  they  can 
click  on  strategies  button  for  tips. 


*  list  price 


DATA:  BUSINESS  WEEK 


The  main  menu  on! 
Princeton  Review's  fim' 
side  the  sat  and  psat  pruj 
is  an  animated  high  sii 
corridor  (The  shorter  p^;. 
the  preliminaiy  version  cj 
sat  and  qualifies  studenti 
National  Merit  Scholarsln 
Students  can  click  on  (J 
with  such  labels  as  "veili 
"math,"  and  "tests."  Bi 
the  "guidance  counselor"  n 
they  can  compare  resul  ^ 
practice  tests  to  the  avfi 
scores  needed  to  get  intiji 
schools.  The  program^ 
identifies  300  commonly  b 
vocabulary  words  it  c 
show  up  repeatedly  o 
test,  such  as  "abhor,"  8 
plete,"  and  "surfeit." 
FEEDBACK     FEATURE.  V 
RoadTi-ip  96  from  K^ 
Interactive  uses  an  auti! 
five  dashboard  as  its 
interface  menu  screen.| 
dents  can  personal 
study  plan  based  o: 
much  time  they 
before  the  exam, 
after  some  practii 
ams,  get  excellent 
back  on  their  tesl 
ing  habits.  Duri: 
diagnostic  practice 
users  can  chck  on  a 
or  "unsure"  button  to 
cate  how  confident  the; 
in  their  answers.  ,. 

The  Kaplan  progran  ' 
them  know  how  well  the  | 
in  each  category.  It 
track  of  the  number  of 
a     correct  answer 
changed  to  the  wivng  ar 
and   an   incorrect  an 
made  right.  And  it  telli 
dents  the  five  longest  tii 
took  to  come  up  with  j 
rect  answer,  and  five  lo 
times  on  a  wrong  resp 
On  pacing,  Kaplan  re 
mends  students  spend 
60  seconds  on  easy  ques 
45  to  75  on  medium  onei 
60  to  90  seconds  on  the 
est  choices.  With  Kaplan 
program  comes  a  sep 
college-search  software 
and  a  link  to  Kaplan  Cf^N 
on  America  Online,  v 
students  can  download 
pie  questions  and  a  d 
practice  test  for  free, 
let's  see,  if  2X-5  =  9 
3X  +  2  =  . . .  Edward 
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Responsive  SolutionsT 

Its  More  Than  Knowing  The  Language. 
Its  Interpreting  The  Market. 


International  banking. Trade  finance.  Worldwide 
nking  transactions.  State-of-the-art  technology. 
First  Union  International  Banking  Division,  nothing 
foreign  to  us. 

Our  strengths  lie  in  the  fact  that  each  client — 
d  every  detail — receives  our  fullest  attention. We 
3rk  hard  to  develop  innovative,  responsive  solutions 
'  our  clients,  utilizing  a  full  array  of  international 
nking  products  and  resources. 


If  you're  searching  for  a  banking  partner  v/ho 
can  act  as  a  financial  interpreter  through  the  worlds 
markets,  consider  First  Union.  We'd  like  the 
opportunity  to  show  you  why. 


Capital  Markets  Group 


Subsidiary,  representative,  affiliate  or  liaison  offices  in  Atlanta,  Bangkok,  Bombay,  Charlotte,  Ho  Chi  Minh  City,  Hong  Kong, 
Jakarta,  Johannesburg,  Kuala  Lumpur,  Los  Angeles,  Manila,  Miami  and  Washington,  D.C.  ©1995  First  Union  Corporation 


Personal  Business 


THE  LATTER-DAY  BOOM 
IN  MORMON  ANTIQUES 


Members  of  the 
Church  of  Jesus 
Christ  of  Latter-Day 
Saints  who  trekked 

across  the  prairie  to  Utah  in 
1847  were  in  search  of  rehg- 
ious  freedom,  not  a  new  life- 
style. So  they  took  a  chunk  of 
Victorian  life  with  them,  re- 
producing even  the  ornate 
ftuTiitui'e  they  had  left  behind. 
"They  were  trying  to  create 
culture  in  a  desert,"  says 
Marilyn  Conover  Barker,  au- 
thor of  The  Legal- n  nf 
Mormon  Furni- 
ture ($29.9.5, 
Gibbs  Smith), 
due  out  Oct.  1. 

Today,  that  cultun 
brings  high  prices.  Cal- 
ifornians  discovered  19th 
centuiy  Momion  fumiture — 
characterized  by  its  exag- 
gerated dimensions  and  hand- 
painted  wood  gi'ain — a  decade 
ago.  But  now  it's  catching  on 
with  East  Coast  designers 
and  collectors  of  religious  folk 
art. 

Mormon  furniture's  appeal, 
says  New  York  decorator 
Timothy  Macdonald,  is  its 
"rustic  quality  and  a  sense 
of  whimsy  that  comes 
thi'ough  the  interpretation  of 
pioneer  craftsmen."  He  as- 
sembled a  collection  for  Lio- 
nel Pincus,  chairman  and 
chief  executive  of  E.  M.  War- 
burg Pincus.  Yet  most  collec- 


tors are  individuals  snapping 
up  items  for  a  few  hundred 
dollars  each. 

Salt  Lake  City  dealer  Jon- 
athan Sweet  (801  359-4852) 
says  good  Mormon  pieces 
"should  appreciate  the  way 
Shaker  fiUTiitiu'e  has."  Piices, 
increasing  some  10%  a  year, 
should  continue  to  go  up.  A 
top-gi'ade  rocker  by  an  anon- 


OCTAGONAL  DESK:  Soft 
woods  required  oversize  legs 

ymous  ci'aftsman  that  sold  for 
$500  five  years  ago  now 
fetches  $3,500,  and  a  mu- 
seum-quality settee  costs 
$6,000,  a  fourfold  increase. 
But  you  can  buy  a  Windsor 
chair  for  as  little  as  $65,  or  a 
pedestal  table  for  $300.  F. 
Weixler  (801  534-1014)  re- 


SETTEE:  Prices 
can  reach  $6,000 

stores  ■  authentic  fiu*- 
niture  and  custom- 
builds  reproductions 
for  about  40%  of  the 
price  of  old  pieces. 

While  a  limited 
amount  of  furniture 
was  made  from  1847 
to  the  turn  of  the 
century,  pieces  are 
still  coming  onto  the 
market  as  dealers 
scour  bams  and  out- 
buildings. Most  Mormon  fiu-- 
niture  is  still  sold  through 
Utah  dealers,  who  have  a 
pipeline  into  small  towns 
across  the  state.  But  if  you 
know  what  to  look  for,  you 
can  find  items  in  antique 
stores  in  adjacent  states  as 
well  as  Califomia.  Since  the 
Saints  ai'e  known 
for  keeping  ev- 
ery scrap  of  paper  from  pio- 
neer days,  pieces  are  often 
documented.  "Ask  for  the 
grandma  story,"  advises  Mor- 
mon-furniture specialist  John 
Told  in  Midway,  Utah  (801 
785-5224). 

Mormon    furniture  has 
nothing  to  do  with  religion, 
although  an  occasional  piece 
uses   a  beehive  or  other 
church  symbol  as  a  design 
element.  Instead,  the 
fiu'niture,  much  of 
it  made  by  Eng- 
lish and  Scandi- 
navian converts, 
copied  conventional 
styles — but  with  a  dif- 
ference. Utah  had  no  hard- 
wood. Carpenters  made  do 
with  Cottonwood  and  pine, 
woods  so  soft  they  compen- 
sated by  making  oversize  legs 
to  support  the  weight  of  ta- 
bles and  chairs.  "Proportions 
are  cartoony  and  fun,"  ex- 
plains Told. 

Most  siufaces  were  paint- 
ed, often  with  ox  blood,  or 
grained  to  produce  the  look 
of  hardwoods,  such  as  walnut 
and  mahogany.  Faux  oak 
gi'aining,  used  in  both  church 
woodwork  and  furniture,  was 
called  "Brigham  oak"  for 
church  President  Brigham 
Young,  himself  a  carpenter 
and  grainer.  In  the  1970s, 


FURNITURE 


when  natural  woods 
populai-,  many  Moi-mon 
were  stripped  of  their 
painted  gi'ain,  decreasinj 
value  up  to  90%-.  The/i 
highly  collectible,  thou| 
cause  of  their  styling. 
WIDE  ROCKER.  Look  f(j 
tees  and  daybeds  that 
to  accommodate  two  oi 
sleepei"s.  They  ai"e  marl 
a  country  Empire  styl 
a  pediment  in  back.  R 
are  popular,  especial] 
oversize  "Brigham  rod 
contrived  when  a  fur 
maker  asked  the 
Young  to  make  an  imp 
the  snow  so  he  could 
a  rocker  to  fit  the 
leader's  dimensions.  A. 
sirable  are  grained  floi 
sugar  bins. 

Finely  made  fumiti 
craftsmen  such  as 
Ramsay, 
Dinwoode 
William  Bell  bring  twi 
price  of  anonymous 
Pieces  stamped 
Works"  also  bring  a 
um.  They  were  made 
verts  working  in  < 
owned  shops  to 
transportation  costs  to 
Occasionally,  Morm^ 
niture  was  construe 
hardwood  that  arri\ 
Utah  as  packing  cratei 
recently  sold  a  New  Yc 
lector  what  he  calls  a 
mite  settee."  It  was 
fi'om  a  packing  case  st 
"dynamite" — a.  word  co 
say  could  apply  to  al 
mon  fumitiu-e.  Satidra 


WORTH  NOT 


■  JUNIOR  INVESTORS 

your  kids  know  wha 
type  of  mutual  fund 
vests  in  a  single  ind 
or  who  was  America 
first  billionaire?  The 
find  out  by  playing  t 
Young  Investor  Gan 
free  interactive  com 
program  from  Liber 
Financial  Cos.  You  c 
request  a  disk,  whic 
works  in  DOS  or  Win 
dows,  by  calling  800 
KIDS.  (The  answers 
tor  fund,  Henry  Fo: 
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4  Bedrooms 
2  Baths 
Fireplace 
Walk-In  Closets 
Wrap-Around  Porch 
$249,000 


LIBBY  WALLACE 
REALTOR 

5  5  5     2  2  4  5 


The  new  HP  LaserJet  5L  printer. 
Laser  is  no  longer  a  luxury. 


19 

netajl  pmx 
nay  vary. 


Hewlett-Packaixl  pifsents  the  LaserJet 
for  those  wlio  thought  they  couldn't 
afford  one.  The  IIP  LaserJet  5L  offers 
your  business  all  the  speed,  reliability 
and  professionalism  you'd  expect  in 
an  HP  LaserJet.  Along  with  one  thing 
you  probably  wouldn't.  A  price  tag 
under  $500. 

•  Crisp,  600-dpi  printing 

•  Four  pages-per-minute  speed 

•  No  fading  or  smearing 

•  No  waiting  for  the  first  page 


•  Pi  ints  on  plain  paper,  transparencies, 
envelopes  and  cards 

•  Designed  for  Windows  95 

•  Free  trial  version  of  QuickBooks  3.1 
with  purchase  before  12/31/95 

HP  LaserJet  Printers 
Just  what  you  had  in  mind. 


HEWLETT^ 
PACKARD 


Our  position,  word  by  word. 


4A0 


No  one  should  sell  cigarettes  to  minors.  Minors  should  not  have  access 
to  cigarettes.  They  should  not  smoke.  Period. 

That's  why  Philip  Morris  launched  Action  Aijainst  Access,  one  of  the  most 
comprehensive  programs  ever  introduced  to  combat  the  issue  of  youth 
access  to  cigarettes. 

Action  Against  Access  is  a  voluntary  program  that  is  taking 
some  very  specific  steps. 

Here  are  some  highlights:  We  have  stopped  the  distribution 
of  free  sample  cigarettes  to  consumers.  We  no  longer 
distribute  cigarettes  through  the  mail.  And  we  are  placing 
the  following  notice  on  all  our  cigarette  brand  packs  and 
cartons:  "Underage  sale  prohibited." 
In  addition,  Philip  Morris  is  helping  retailers  comply  with 
minimum-age  laws  by  providing  free  signage  and  funding  educational  programs. 

And,  as  part  of  Actio}7  Against  Access,  Philip  Morris  is  taking  a  leadership  role 
in  seeking  widespread  industry  and  public  support  for  the  passage  of  state 
legislation  designed  to  prevent  minors  from  having  access  to  cigarettes  in 
vending  machines.  Additionally,  Philip  Morris  seeks  to  establish  reasonable 
licensing  requirements  for  cigarette  retail  sales. 

The  principle  behind  Action  Against  Access  is  simple:  The  best  way  to  keep 
kids  away  from  cigarettes  is  to  keep  cigarettes  away  from  kids. 


ACTION 

against 

ACCESS 


PHILIP  MORRIS  11  S 


We  want  you  to  know 
where  we  stand. 


iness  Week  Index 


JCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


from  last  week:  0 
from  last  year;  8,1  % 


'i,!!;,;^  irom  last  week:  0.1% 
Change  from  last  year:  7.8% 


270 


PRODUCTION  INDEX 

Sept,  9=126.0 
1992=100 


LEADING  INDEX 

Sept.  9l=?62.3   —  210 
1967=100 


May 
1995 


Sept, 
1995 


230 


Jan. 
1995 

ife  4-week  moving  averages 

ction  index  increased  during  ttie  week  ended  Sept.  9.  Before 

1  of  tfie  four-week  moving  average,  ttie  index  slipped  to  126.1,  from 

asonally  adjusted  output  of  autos,  trucks,  and  lumber  declined  in 

week. 

ig  index  edged  tiigher  in  the  latest  week.  The  unaveraged  index  also 
62.8,  from  252.6.  Higher  stock  prices  and  slightly  lower  bond  yields 
negative  effects  of  slower  growth  in  materials  prices. 

index  copyright  1996  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1995  by  CIBCR 


NG  INDICATORS 


BICES  (9/16)  S&P  500 


LATEST      WEEK  YEARLY 
WEEK        AGO      %  CHG 

579.23     570.58  23.3 


T£  BOND  YIELD.  Aaa  (9/16) 

7.29% 

7.33% 

-12.4 

lAL  MATERIALS  PRICES  (9/16) 

113.0 

113.5 

NA- 

S  FAILURES  (9/8) 

380 

332 

9.8 

FATE  LOANS  (9/6)  billions 

$496.4 

$495.4 

11,9 

UPPLY.  M2  (9/4)  billions 

$3,714.0  $3,709.6r 

3.9 

LAIMS.  UNEMPLOYMENT  (9/2)  thous 

341 

348r 

3.3 

Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
Jdy's,  Journal  of  Commerce  dndex'  1990=100),  Dun  &  Bradstreet  (failures 
mpanies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ilures  and  real  estate  loans.  'Historical  data  available  from  CIBCR 

ESTRATES  71 

FUNDS  (9/19) 

LATEST 
WEEK 

5.73% 

WEEK 
AGO 

5.65% 

YEAR 
AGO 

4.73% 

BIAL  PAPER  (9/20)  3-month 

5.69 

5.72 

5.07 

ATES  OF  DEPOSIT  (9/20)  3  month 

5.69 

5.71 

5.08 

IRTGAGE  (9/15)  30-year 

7.81 

7.84 

8.80 

BLE  MORTGAGE  (9/15)  one  year 

5,90 

5.85 

5.68 

'20) 

8.75 

8.75 

7.75 

STEEL  (9/16)  thous.  of  net  tons 

LATEST 
WEEK 

1,965 

WEEK 
AGO 

1,984# 

YEARLY 
%  CHG 

12.7 

AUTOS  (9/16)  units 

115,881 

102,705r# 

-12.4 

TRUCKS  (9/16)  units 

106,209 

94,668r# 

-11.0 

ELECTRIC  POWER  (9/16)  millions  of  kilowatt-hrs 

64,211 

66,148# 

0.6 

CRUDE-OIL  REFINING  (9/16)  thous  of  bbl  /day 

14,529 

14,730# 

3.3 

COAL  (9/9)  thous.  of  net  tons 

19,939# 

20,705 

4.4 

PAPERBOARD  (9/9)  thous.  of  tons 

823. 0# 

846. 2r 

-7.9 

PAPER  (9/9)  thous.  of  tons 

839. 0# 

848.0r 

0.0 

LUMBER  (9/9)  millions  of  ft. 

389. 9# 

457.2 

-2.2 

RAIL  FREIGHT  (9/9)  billions  of  ton-miles 

23. 2# 

25.7 

5.9 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  ,  American  Forest  &  Paper 
Association,  WWPA',  SFPA-,  Association  of  American  Railroads 

PRICES 

GOLD  (9/20)  $/troy  oz. 

LATEST 
WEEK 

384.500 

WEEK 
AGO 

384.900 

YEARLY 
%  CHG 

-1,7 

STEEL  SCRAP  (9/19)  #1  heavy,  $/ton 

143,50 

143,50 

6.7 

COPPER  (9/15)  e/ib. 

133.5 

136.2 

7.2 

ALUMINUM  (9/15)  e/ib 

82.0 

82.5 

5.8 

COTTON  (9/15)  strict  low  middling  1-1/16  in.,  e/lb  90.04 

88.56 

23.7 

OIL  (9/19)  $/bbl. 

19.00 

18.73 

10.5 

Sources;  London  V^ednesday  final  setting.  Chicago  market.  Metals 
market.  NYMEX 

Week,  rvtemphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (9/20) 

LATEST 
WEEK 

103.34 

WEEK 
AGO 

102.59 

YEAR 
AGO 

97.74 

GERMAN  MARK  (9/20) 

1.47 

1.50 

1.55 

BRITISH  POUND  (9/20) 

1.55 

1.55 

1.58 

FRENCH  FRANC  (9/20) 

5.07 

5,15 

5.28 

ITALIAN  LIRA  9/20) 

1617.3 

1617.0  1565.0 

CANADIAN  DOLLAR  (9/20) 

1.36 

1.35 

1.34 

MEXICAN  PESO  (9/20) 

6.300 

6,285 

3.408 

Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  Bntisti  pound  in  dollars 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart):  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn        2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


ER  CONFIDENCE 

Sept.  26.  10  a.m.  ►  The  Confer- 
'd's  incJex  of  consumer  confidence 
stood  at  100  in  September,  down 
101  reading  in  August.  That's  the 
)recast  of  economists  surveyed  by 
national,  one  of  The  McGraw-Hill 
IS.  A  reading  of  100  would  indi- 
consumers  are  upbeat  enough  to 
'  spending  on  an  upward  track. 

■ETING 

Sept.  26  >■  The  Federal  Open 
jmmittee  of  the  Federal  Reserve 
to  set  monetary  policy  for  the 
reeks.  The  iviivis  forecast  calls  for 
the  federal  funds  rate,  now  at 


5.75%,  The  steep  gains  in  August  retail 
sales  and  industrial  production  justify  no 
change  in  rates.  However,  a  small  quarter- 
point  cut  could  be  warranted  under  a  policy 
guideline  called  Taylor's  rule,  which 
attempts  to  balance  economic  growth  and 
inflation  targets.  Fed  policy  under  Chairman 
Alan  Greenspan  has  tracked  this  rule  close- 
ly. Also,  the  inflation-adjusted  federal  funds 
rate  is  high.  The  Fed  cut  the  federal  funds 
rate  by  a  quarter  point  on  July  6. 

DURABLE  GOODS  ORDERS 

Wednesday,  Sept.  27,  8:30  a.m.  ►  New 
orders  for  durable  goods  likely  rose  2%  m 
August,  reversing  their  1.7%  drop  in  July, 
says  the  mms  forecast.  That's  indicated  by 


the  1.4%  increase  in  the  output  of  durable 
goods  last  month.  New  orders  for  autos  and 
light  trucks  likely  led  the  gam,  but  demand 
for  other  products  probably  increased  as 
well.  The  backlog  of  unfilled  orders  prob- 
ably gained  some  ground  after  posting  no 
change  in  July. 

NEW-HOME  SALES 

Friday.  Sept.  29,  8:30  a.m.  p-  The  tyiMS  sur- 
vey projects  that  new  single-family  homes 
likely  sold  at  an  annual  rate  of  700,000  in 
August,  down  from  the  715,000  pace  in 
July.  The  August  decline  would  be  the  first 
drop  since  April,  Still,  home  sales  remain 
quite  solid,  thanks  to  low  mortgage  rates 
and  good  prospects  for  income  growth. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


<--■ 


Sunday 

What  happens  when  personal 
values  clash  with  corporate 
beliets?  Talk  about  this  topic 
with  BW  Senior  Writer  John  A. 
Byrne,  author  of  the  new 
book  Informed  Consent. 
Byrne's  book  tells  the  story  of 
John  and  Colleen  Swanson. 
John  shaped  the  ethics 
program  at  Dow  Corning 
Corp.,  which  made  the  breast 
implants  that  Colleen  and  he 
came  to  believe  were 
responsible  for  destroying 
her  health.  Sept.  24 
9  p.m.  EOT  in  the  Globe 

Wednesday 

The  Economy  &  Election  '96: 
An  early  look  from  Standard 
&  Poor's  Vice-President  and 
Chief  Economist  David  M. 
Blitzer,  joined  by  BW's  Bill 
Wolman.  Sept.  27 
8  p.m.  EDT  in  the 
Coliseum 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
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90-DAY  TREASURY  BILL  YIELD 

5.33% 

5.45% 

4.91% 
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6.52% 

7.80% 
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Treasury  bonds 
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1  Editorials  ' 

r 

THE  STORY  YOU  SHOULD  BE  READING  } 

r  ~ 

:(i  io 

WW  ye  are  not  accustomed  to  writing  about  ourselves,  but  an 
▼  T  urgent  issue  has  arisen  that  wairants  comment.  On 
Sept.  13,  The  McGraw-Hill  Companies,  publisher  of  business 
WEEK,  received  a  fax  from  the  U.  S.  District  Court  for  the 
Southern  District  of  Ohio  baning  us  from  publishing  an  article. 
This  was  the  fti"st  time  in  our  66-year  histoiy  that  we  have 
ever  been  forced  by  the  government  to  pull  a  story.  This  action 
is  a  most  egregious  attempt  to  curtail  the  free  flow  of  infor- 
mation essential  not  only  for  intelligent  political  discourse  but 
also  for  rational  economic  decision-making. 

The  stoiy  involved  Procter  &  Gamble  Co.'s  $195  million  suit 
against  Bankers  Trust  Co.  over  its  sale  of  derivatives  to  p&g. 
The  prior  restraint  order  was  imposed  on  business  week 
without  notice  by  a  judge  who  appeal's  to  have  received  ex 
parte  communication  on  the  phone  from  attorneys  involved  in 
the  litigation.  No  briefs  were  filed,  and  business  week  was  giv- 
en no  opportunity  to  be  heai-d  by  the  couit,  which  faxed  the  re- 
straining order  just  three  houi"s  before  the  publication  deadline. 

The  basic  legal  issue  is  prior  restraint — a  lawyer's  way  of 
saying  government  censorship.  We  believe  the  gag  consti- 
tutes a  serious  violation  of  the  magazine's  rights  under  the 
First  Amendment.  It  prevents  us  from  fulfilling  oui*  mission  of 
providing  all  pertinent  information  on  national  and  global 
business  and  economic  affairs  necessaiy  for  readers  to  act  as 
productive  and  free  citizens  of  this  nation.  The  ability  to  report 
is  at  the  core  of  the  protections  afforded  by  the  Fu'st  Amend- 
ment. And  for  good  reason.  The  efficient  workings  of  America's 
political  and  econoinic  systems  depend  on  the  unfettered  abil- 
ity of  the  press  to  report  on  the  news  in  a  timely  fashion. 

A  DANGEROUS  PRECEDENT 

the  court  agreed  were  to  be  sealed  and  kept  from  the 
eye.  The  district  court  argues  that  in  imposing  prior  re; 
on  business  week,  it  is  preserving  the  sanctity  of  the 
system  by  protecting  the  privacy  of  that  discovery  pro 

AT  STAKE:  YOUR  RIGHT  TO  KNOW  O 

The  federal  judiciary  must  have  the  right  to  set  and  i 
lilies.  Since  a  modicum  of  privacy  is  essential  to  the  nego 
process  and  integi'al  to  the  judicial  system,  we  recogni2 
the  interests  of  the  judiciaiy  and  the  media  are  sometii 
conflict.  But  blanket  seals  routinely  given  are  not  the  a 
Moreover,  business  week  broke  no  judicial  rules.  The  ms 
is  not  a  party  to  the  litigation,  nor  is  it  a  paity  to  the  pro 
order  seahng  the  documents.  Indeed,  the  order  spec 
states  it  is  only  between  P&G  and  Bankers  Trust. 

The  fact  is,  business  week  lawfully  obtained  a  copy 
Sept.  1,  1995,  P&G  motion  to  amend  its  original  con 
against  Bankers  TYust.  Tliat  motion  included  new,  more  i 
racketeering  charges.  It  was  not  filed  under  seal,  nor  ( 
motion  itself  indicate  that  documents  attached  to  it  were 
filed  under  seal.  \\Tien  the  magazine,  following  the  mos 
ful  journalistic  practice,  contacted  Bankers  Trust  and  F 
comment,  the  litigants  refiised  to  comment  and  persuad 
district  court  to  gag  business  week. 

The  prior  restraint  placed  on  business  week  is  the 
manifestation  of  a  trend  to  seal  documents  in  civil  cases 
infomiation  from  public  view.  In  this  case,  the  litigants  a 
giant,  publicly  traded  corporations.  The  information  obtai 
P&G  about  Bankers  Tinist's  sale  of  derivatives  that  is  n 
cret  could  have  serious  consequences  for  dozens  of  coir 
and  nuUions  of  shareholders.  Many  institutions  are  still 
derivatives  to  pension  frmds,  coiporations,  and  instit 
money  managers.  They  have  a  right  to  Lnow  how  B 
Trust  operated  with  its  clients  and  why  it  is  trying  so  1 
keep  this  infoiTnation  secret.  If  it  were  up  to  business 
the  business  and  financial  communities  would  afready 

It  is  not  fashionable  in  these  times  to  support  the  mec 
the  stakes  in  this  constitutional  case  are  extremely  high, 
why  so  many  members  of  the  print  and  electronic  mec 
eluding  rivals — back  business  week.  Dow  Jones,  Th 
York  Times,  Bloomberg,  Time,  Newsweek,  abc  News, 
America  Publishing,  Advance  Magazine  Communication 
nett  Satellite  InfoiTnation  Network,  the  Magazine  Put 
Assn.,  and  the  Association  of  American  Publishers  have 
court  as  amici  curiae  in  support  of  business  weei 

o1" oi'orvioni'    l"ri£i'\r  coir  V^QT^viivin*  f^no  Qy't'i^lo    TiTrtlllH  Qlumr  l^Ql 
SLrtLeilieilL,  tllcy  Sciy  UctlUlillg  Ult:  cU  tlClc     WUUILI  allUW  yal 

volved  in  highly  publicized  legal  proceedings  to  dictate  w 
press  can  and  cannot  print  and  televise,  and  what  the 
can  and  cannot  know." 

This  is  intolerable  in  a  free  society,  business  Wl^ 
course,  is  legally  responsible  for  all  that  it  publishes.  B 
sorship  is  a  totalitarian  act.  That's  why  prior  restraint 
constitutional  and  a  danger  to  us  all. 

The  power  to  censor  is  the  power  to  regulate  information.  It 
is  unacceptable  in  a  market  democracy.  Fortunately,  legal 
precedent  overwhelmingly  favors  the  right  of  free  speech  over 
virtually  any  other  issue.  No  prior  restraint  on  the  publication 
of  infoiTnation  has  ever  been  upheld  by  the  Supreme  Couit. 
The  judicial  system  has  long  held  that  "prior  restraints  on 
speech  and  publication  are  the  most  serious  and  least  tolerable 
infringements  on  Ffrst  Amendment  rights"  (Nebraska  Press 
Assn.  V.  Stuati,  1976).  The  comls  have  clearly  established 
that  only  in  the  case  of  war  and  national  secuiity  can  the 
principle  of  free  speech  possibly  be  superseded.  Even  then,  the 
hui'dle  of  proof  is  extremely  high.  In  the  Pentagon  Papei-s  case 
in  1971,  the  High  Comt  rejected  efforts  to  impose  prior  re- 
straint despite  the  government's  arguments  that  national  se- 
LuiiLy  was  di  SLaKe  anu  tne  uocumenLS  nau  ueen  SLoien. 

business  week,  of  course,  is  not  above  the  law,  and  we  are 
obeying  the  injunction  while  appealing  it.  We  have  moved  to 
stay  the  order  before  the  Supreme  Court.  The  process  of  ap- 
peal, unfortunately,  takes  a  great  deal  of  time  and  the  article 
goes  unpublished  and  unread  by  miUions  of  readers. 

The  banned  story  contains  information  from  documents 
presented  during  the  discovery  process  that  both  parties  and 
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engineered  to  have  90%  ol  its 
peal;  torque  between  1,700  and 
^,600  rpm.  This  kind  ol  muscle 
is  manulactured  through  32 
valves,  dual  overhead  cams, 
sequential  port  tuel  injection  and 
so  many  other  technical  advances 
that  numerous  patents  are  still 
pending.  However,  lor  all  its 


strength,  the  Aurora,  as  helitting 
a  luxury  perlormance  sedan, 
remains  the  strong  silent  type. 
Which  is  perhaps  reason  enough 
to  not  brag  about  its 

0-  60  time,  bor  more 
information,  we  invite  you  to  call 

1-  800-718-777S.  Demand  better. 
Aurora  h  y  O I  d  s  in  o  h  i  I  e. 
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EXECUTIVE  SUITE 


PEROT  BAGS  A  BIG  BLUE  PRIZE 


TALK  SHOW  UHe  created  a  system  where  he  was  in  eh,  ^ 

of  everything.  5? 

— AkiraFujita,  Daiwa  Bank  president,  speaking  of  New  York  trar 
Toshihide  Iguchi,  charged  with  covering  up  $1.1  billion  in  lossrs 


ROSS  PEROT  HAS  LANDED  A 

high-profile  industry  execu- 
tive for  his  seven-year-old 
computer  consulting  business, 
Perot  Systems.  James  Can- 
navino,  former  top  strategist 
at  IBM,  is  to  be  named  presi- 
dent at  Perot's  Dallas-based 
company  on  Oct.  2,  say  soui'c- 
es  close  to  the  billionaire. 

Cannavino,  51,  will  run 
day-to-day  operations  as  pres- 
ident and  coo,  while  Perot's 
old  buddy  Morton  Meyerson, 
the  company's  chaimian  and 
CEO,  will  focus  increasingly 
on  the  big  picture. 

The  timing  looks  propitious 
for  Cannavino.  As  recently  as 


1 


two  years  ago, 
Perot  Systems 
was  getting 
whipped  by  Can- 
navino's  IBM  and 
Perot's  old  com- 
pany, EDS.  But 
now  the  company 
appears  to  be 
back  on  track.  In 
early  Septembei; 
Svnss  Bank  Coip. 
took  a  24.5% 
stake  in  it  in  re- 
turn    for     the  CANNAVINO: 

bank's  $250  mil-   

Uon  a  year  in  business.  That 
gives  Perot  Systems  a  foot- 
hold in  the  global  financial 


services  business.  And  Can- 
navino's  anival  positions  the 
company  foi'  an  IPO,  probably 
in  early  1997.  Perot,  who 
owns  20%,  could — once 
again — cash  in  big,  as  could 
Cannavino.  who 
was  wooed  with 
stock  options. 

Cannavino  left 
in  March  due  to 
an  illness  in  his 
family.  At  the 
time,  he  declined 
to  sign  a  noncom- 
pete agreement, 
which  cost  him 
millions  in  options 
at  Big  Blue. 
Meanwhile,  IBM 
Ross's  find  named  J.  Bruce 
Harreld,  former 
president  of  Boston  Chicken, 
to  fill  the  empty  chief  strate- 
gy post.  Mark  Lewyn 


THE  HUSTINGS 

CAMPAIGN  '96: 
ABEHOR  LOOK 


GRAMM:  6  to  1,  says  Ladbrokes 


EVEN  WITHOUT  DECLARING 

his  candidacy,  Cohn  Powell 
has  swept  ahead  of  all  chal- 
lengers for  the  Presidency. 
At  least  that's  the  word  from 
the  Ladbroke  Group,  the 
famed  bookmakers  based 
in  London.  As  Powell 
stomps  the  countiy  on  his 
book  tour,  global  gam- 
blers are  betting  on  him 
in  record  numbers  for  a 
preelection  year,  say  the  ^ 
bookmakers. 

Ladbrokes  gives  Pow- 
ell 2:1  odds  to  captui'e  the 
White  House  in  '96,  com- 
pared with  7:2  for  Senator 
Bob  Dole.  Before  Powell's 
book  tour.  Dole  had  2:1  odds. 


!5i 


while  Powell  was  a  25:1  long 
shot. 

President  Clinton  is  still 
the  favorite,  with  7:4  re- 
election odds.  And  other 
challengers?  Texas  Senator 
Phil  Gramm,  6:1;  Cahfornia 
Governor  Pete  Wilson,  10:1; 
House  Speaker  Newt  Ging- 
rich, 14:1;  Former  Education 
Secretary  Lamar  Alexander 


and  Vice  President  Al  Gore, 
33:1;  commentator  Pat  Bu- 
chanan, 100:1;  and  publisher 
Malcolm  Forbes  Jr.,  200:1. 

Dark  horses  shouldn't  de- 
spair too  much,  however.  In 
the  fall  of  1991,  Ladbrokes 
rated  Arkansas  Governor 
Chnton  an  8:1  imderdog.  And 
President  Bush  was  an  odds- 
on  favorite.     Rick  Dunham 


THE  LIST  STORMY  WEATHER 


It  has  been  the  worst  hur- 
ricane year  on  record.  But 
for  all  the  tragedy,  1995's 
storms  haven't  cost  insur- 
ers much;  not  one  hurri- 
cane dents  the  top  ten. 
Why?  While  pummeling 
the  Caribbean,  the  'canes 
have  largely 
spared  the 
more  heavily 
insured  U.  S. 
mainland. 
These  days,  as 
Andrew  proved 
in  1992,  hurri- 
canes hitting 
the  U.  S.  wreak 
biUions  in  dam- 
ages much  fast- 
er. The  reason: 


Sunbelt  migration  has  fed 
heavy,  often  flimsy  con- 
struction in  'cane  country. 

WORST  HURRICANES 
OF  THE  LAST  30  YEARS 

Year     Name      Insurance  loss* 


1992 

ANDREW 

$16,508 

1992 

INIKI 

1,693 

1991 

BOB 

675 

1989 

HUGO 

4,953 

1985 

ELENA 

736 

1985 

GLORIA 

568 

1983 

ALICIA 

991 

1979 

FREDERIC 

1,469 

1970 

CELIA 

1,127 

1965 

BETSY 

2,320 

'  Estimates  in  millions  ot  1995  dollars 

DATA:  INSURANCE  INFORMATION 
INSTITUTE,  BUSINESS  WEEK 
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VIVA  LAS  VEGAS 

HIT  ME.  NO,IMEA» 
WITH  A  CARD 

WHO  SAYS  THE  HOUSE  AI 

wins  in  Vegas?  The 
Grand  and  the  Hilton! 
Vegas  came  up  big  losl 
few  months  back  whenf 
tralian  media  mogul  H 
Packer  walked  off  with  a 
timated  $20  million  afl 
hot  weekend  at  the  blacl 
tables.  Packer,  who  is  kJ 
to  wager  as  much  as  $25l 
a  hand  and  to  dishi 
$100,000  a  night  in  tips,{ 
tributed  mightily  to 
$6.6  million  sec- 
ond-quarter loss 
this  year. 

It  didn't  take 
long  for  many  of 
the   casinos  to 
roll  up  the  red 
carpet  for  Pack- 
er, denying  him 
the  usual  compli- 
mentary     digs  millio 
and      drinks — 
"comping,"  in  Vegas  jai^ 
The  casinos  complain 
Packer  routinely  shooed  i 
players  from  the  black, 
pits  so  that  he  could 
several  tables  at  a  t 
Worse,  he  developed  a 
for  nmning  out  with  his  jii 
nings,  instead  of  settlini ' 
to  give  some  of  them  1: 
"The  object  of  comping  si 
one  is  that  he's  going  ti 
with  you  for  a  while,  not 
yom-  cliips  and  bolt,"  says 
gambling  exec.  Packer, 
roams  from  casino  to  ca; 
"doesn't  seem  to  play 
those  rules." 

Maybe,  but  Packer,  m; 
ity  owner  of  Australia's  li 
Network,  isn't  Hkeiy  to  1 
pariah  in  Las  Vegas  for  li 
Hilton,  which  refuses  to  t 
ment  about  its  custome)' 
said  to  be  playing  to  Par 
again.  Not  so  at  the  : 
Grand,  however,  which 
I'efuses  to  talk  about  its 
tomers.  Other  casinos  ff 
also   keeping  quiet — as 
Packer.  Ron  G/v. 
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AUTOMATION  BLUES 

YOUR  NEXT  JOB: 
CHECKOUT  CLERK 

SELF-SERVICE  CHECKOUT  IS 

coming.  Three  big  supennar- 
ket  chains — Kroger,  Price 
Choppei;  and  Finast — are  ex- 
perimenting with  a  system 
that  lets  customers  scan  theu' 
own  gToceries,  bag  them,  and 
pay  automatically  with  a 
credit  card. 

At  a  Columbus  (Ohio)  test 
store  for  Cincinnati-based 
Kroger,  a  customer  scans  the 
items,  then  puts  them  on  a 
conveyor  belt  that  passes  un- 
der an  infrared  arch  to  check 


TEST  AISLE:  Who 

is  helping  whom? 

for  mistakes  and 
cheating.  Bloopers 
trigger  an  alarm 
that  aleits  clerks 
nearby,  who  also 
card  youthful  cus- 
tomers for  tobac- 
co or  alcohol. 

Folks  don't  save 
any  money  by 
playing  cashier, 
but  they  could 
save  time.  Ki'oger  says  up  to 
42%  of  the  sales  at  its 
Columbus  test  store  are  do-it- 
yourself. 

The  new  system  costs 
$30,000  per  aisle.  Kroger 
claims  that  no  workers  will 
lose  jobs  to  this  automation, 
saying  that  clerks  will  keep 
busy  with  additional  labeling. 
Tlie  United  Food  &  Commer- 
cial Workers,  however,  de- 
nounce the  do-it-yourself 
concept  as  a  "job-cutting, 
cost-cutting  mechanism,  with 
no  advantage  foi'  the  custom- 
er." The  union's  Greg  Denier 
suggests  that  "maybe  if  cus- 
tomers come  early,  they  can 
unload  the  truck  and  stock 
the  shelves."      Scott  LaFee 


PRODUCT  PEEK 


HEY,  WAKE  UP  AND  SMELL  THE  HOPS 


COFFEE-FLAVORED 

beer?  That  may  not 
be  your  cup  of  joe, 
but  Starbucks  has 
teamed  up  with  a 
brewery  to  pro- 
duce just  such  a 
dark,  heavy  beer 
with  a  creamy 
head.  For  now. 
Double  Black 
Stout  sells  only 
in  the  Noithwest, 
on  tap  in  Seattle 
and  Portland 
brew  pubs.  Red- 
hook  Ale  Brew- 
ei-y  and  Starbucks  will  start 
shipping  22-ounce  bottles 
of  the  concoction  (cost:  $3) 
to  grocery  stoi-es  on  Oct.  1. 
The  label  will  read  "Brewed 


with    Starbucks  Coffee." 

The  idea  came  from  San- 
ford  Monblat,  Redhook's  vice- 
president  for  sales,  who  felt 
the  U.  S.  market  was  lacking 
in  stout,  a  beer  whose  heavy 
flavor  seems  to  taste  of  cof- 
fee. Redhook  goes  a  step  fiu'- 
ther  by  adding  a  shot  of  cof- 
fee extract  during  the 
brewing  process. 

Double  Black  Stout  cer- 
tainly gives  a  person  a  double 
buzz,  with  as  much  caffeine 
as  a  cup  of  black  tea  and  6% 
alcohol  content.  Redhook 
(2.5%  owned  by  Anheuser- 
Busch)  might  start  distribut- 
ing the  product  ai'ound  the 
country  next  year  if  it  takes 
hold  in  the  trend-setting 
Northwest.  Seanva  Browder 


DRAWN  &  QUARTERED 


'SoMeiniNG  Tens  Me  we're 

BeGINMiNTG  To  RUK  o\JT  oF  TDeAS-.,; 


1  Per  Day    /  f 


CAREER  PATHS 

THESE  DAYS,  THOSE 
WHO  CAN,  CONSULT 

CONSULTING      FIRMS  ARE 

scooping  up  greater  numbers 
of  MBAs  from  the  nation's 
elite  B-schools.  A  record  32% 
of  the  Class  of 
1995  from  19 
top-tier  business 
schools  rushed 
off  to  consulting, 
up  from  23%' 
last  year,  says 
Brecker  &  Mer- 
ry man.  What's 
more,  the  New 
York-based  per- 
sonnel consul- 
tants say  the 
numbers  will  keep  climbing. 

The  chief  appeal  for  mba 
grads  is — let's  face  it — the 
princely  pay,  wWch  helps  with 
the  mountains  of  debt  accu- 
mulated in  B-school.  Brecker 


&  Merryman  says  consic 
fti'ms  outpace  other  em: 
ers  by  paying  $70,000  nt 
erage.  That's  not  inch 
generous  signing  bonusi 
other   incentives.  An< 
Im-e:  Consulting  is  good  ].< 
aration  for  big  corp(ki 
jobs   later   on.  (Exaip 


MBA  Grads  Entering 
Consulting 


1994  1995 
32%  46% 
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McKinsey  h 
Louis  Gers'i 
CEO  of  IBM., 

Jobs 
plentiful  in 
consulting 
DARTMOUTH  (TUCK)  27    39       dustry  w; 

has  grown  ' 
mendously  ■ 
cently  th;; 
largely  to  ■ 
porate  An 
ca's  tenden( 
restnictm-e  without  liuin 
house  strategists.  Opem 
at  investment  banks, 
magnet  for  newly  mi 
MBAS  in  the  1980s,  are 
down.  Lori  Bongu- 


HARVARD 

NORTHWESTERN 
(KELLOGG) 

PENN  (WHARTON)     24  28 

DATA:  BRECKER  &  MERRYMAN  INC 


THE  BIG  PICTURE 


A  LITTLE  OLD  LADY  DROVE  IT 


Prices  for  used  cars 
have  been  dropping 
since  spring.  Why? 
Edward  Yardeni, 
chief  economist  for 
C.J.  Lawrence, 
believes  dealers  I 
must  sell  a  sudden 
abundance  of  autos 
whose  leases  have 
expired. 

DATA  C )  LAWRENCE  INC, 


USED-CAR 
CONSUMER 
PRICE  INDEX 


FOOTNOTES  Projected  1996  pay  hikes  in  computer  and  software  industries:  4.6%;  in  aerospace:  3.7% 
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COMPAa 


collector 


nomad 

workhorse 

hotshot 


You  know  exattiy  v\ho  you  arc.  Well,  at  this  exact  minute.  But  the  way 
things  (TO,  this  prcjhablv  changes  several  times  a  (lav.  Which  is  precisely 


why  we  created  the  LTE  5000!  A  Pentium'  powered  notebook  featuring  interchangeable  devices, 
giving  it  the  abilitv  to  change  as  quicklv  as  you  do.  We  started  w  ith  features  any  sell  respecting 
notebook  user  demands:  a  Pentium  processor,  a  full-sized  keyboard  (complete  w  ith  the  EasyPoint  II  " 
pointing  device),  an  11.3-  or  10.4-inch  800  x  600  I  CD  screen  and  two  PCMCIA  slots.  Then  we  ackled 
memory  expandable  to  72  megabytes,  16-bit  stereo  sound  and  speakers,  and  <i|)tional  MPEG  v  ideo. 
But  we  left  the  cool  part  —  the  interchangeable  part  —  up  to  xou.  The  LTE  5000  is  completely 
modular.  So  vou  can  mix  and  match  capabilities  at  the  drop  of  one  of  \our  man\  hats.  For  starters, 

)OK  For  Whoever  You   Happen  To  Be. 

there's  a  removable  hard  dri\c  (going  up  to  a  hcftv  1.35  aigab\tes).  A  long  lasting  lithium  ion 
battery.  ,'\nd  the  kicker  is  the  unique  front  loading  MultiBax  —  because  it  can  do  e\er\thing  elst'. 
Running  the  world's  biggest  database?  Llse  the  MultiBav  lor  a  .M.'ciincJ  1.35-gigab\  te  hard 
drive^Mafettga  multimedia  presentation.'  Plui^  in  a  CD-ROM  dri\e.  .Need  more  juice  lor 
a  long  Bight?  Plug  in  a  second  Da?tW*,_Necd  to  share  some  hies?  Plug  in  a  llo|)p\  diixi 
In  fact,  the  MultiBav  is  so  useful,  we  built  an  expansi()n  na';t'4cdUiring  two  ol  them.  S( 
in  the  ofhce,  you  can  be  fully  connected  w  ith  e\er\thing  working  at  once.  And  when  \oli 
pack  up,  just  configure  the  LTE  5000  for  what  vou'll  need  on  the  road.  It  all  adds  Lip 
to  a  refreshing  combination  of  the  most  aihained  technologies  and  hi^jhly  evoked 
common  sense.  Call  it  the  technoloaical  cure  for  multiple  personalities.  Interested.'  Call 
us  at  1-800-345-1518  (select  PaqFax  option)  or  visit  our  Web  site  at  www. compaq.com 
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MANAGEMENT  MECCAS: 
PILGRIMAGE  IS  NO  PANACEA 

I  want  to  share  a  few  comments  re- 
garding youi'  article  "Management  mec- 
cas"  (Cover  Stoiy,  Sept.  18).  The  prob- 
lem with  these  "tours"  is  that  people 
assume  that  simply  by  visiting  a  com- 
pany suspected  of  best  practices,  some- 
how those  best  practices  will  transfer  to 
the  visitor.  Much  of  what  is  happening 
today  in  the  name  of  benchmarking  is 
really  just  industrial  tourism. 

Moreover,  the  total  costs  of  these 
"tours"  and  benchmarking  site  visits 
are  far  from  inexpensive,  as  are  the 
costs  of  implementation.  Before  you 
spend  the  money,  do  your  homework 
and  know  what  it  is  that  you  are  look- 
ing to  improve. 

Margaret  Orth 
Benchmarking  Pi-ogram  Developer 
L.  L.  Bean  Inc. 
Freeport,  Me. 

It  is  amazing  the  way  some  execu- 
tives think.  They  spend  their  time  and 
money  watching  a  "show"  by  so-called 
successful  organizations.  Have  they 
ever  thought  about  how  these  "suc- 
cessful" companies  became  successful? 
Certainly  not  by  imitating  other  com- 
panies. Just  by  watching  a  production 
of  an  opera  one  does  not  become  an- 
other Verdi. 

Jack  Asgar 
President 
Practical  Management  Inc. 

Las  Vegas 

Executives  can  save  money  by  visit- 
ing my  shipping  business,  and  I  will  be 
glad  to  teach  them  three  of  my  "se- 
crets" for  success:  1)  great  location; 
2)  providing  superlative  customer  ser- 
vice; 3)  treating  employees  fairly  and 
giving  them  a  financial  incentive  to  mo- 
tivate them. 

I  will  also  include  a  tour  of  our 
1,700-square-foot  facility.  Cost:  They 
buy  my  lunch. 

Gary  S.  Altman 
Pak  Mail 
Colorado  Springs,  Colo. 
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EX-IM  BANK  BANKROLLS 
SMALL  BUSINESSES.  TOO 

It  was  dismaying  to  read  your  a 
"GOP  magic:  Tiimmed  budget,  brim 
trough"  (Government,  Sept.  4),  v 
said  "the  Export-Import  Bank  she 
largesse  on  big  U.  S.  corporations 
does  little  for  the  country's  small 
midsize  companies." 

Ex-Im  Bank  has  sharpened  its  e; 
assistance  for  smaller  companies 
1993.  The  result:  More  than  70%  ( 
the  transactions  authorized  by  E 
Bank  were  dedicated  to  small  bus 
last  year  Also,  15%  to  20%  of  e) 
volume  is  for  small-business  transae 

In  a  perfect  market-driven  wor 
case  could  be  made  for  the  elimin; 
of  Ex-Im  Bank.  However,  that  pe 
market  does  not  exist.  Without  th 
sistance  of  Ex-Im  Bank,  many  f 
would  have  no  place  to  turn. 

Kenneth  D.  B 
President  and  Chan 
Export-Import  1 
Washin 

PUTTING  ECONOMIC 
NATIONALISM  TO  THE  TEST 

Your  article  "Economic  Nationa 
Disaster  ahead"  (Editorials,  Sept. 
correctly  identifies  the  problem:  As 
ahzation  expands,  workers  in  the  ir 
trialized  countries  see  their  jobs  1 
and  their  incomes  erode.  "Improving 
skills  of  the  U.  S.  workforce"  is  ai 
sential,  but  in  no  way  sufficient,  ste) 
ward  mitigating  the  negative  impac 
free  trade  and  mobile  capital. 

A  truly  long-term  solution  wouk 
volve  rewriting  the  rules  of  inte 
tional  commerce  to  remove  some  ol 
perverse  incentives  that  currently 
ward  footloose  corporations.  If  we 
work  in  international  arenas  tov 
agi'eed-upon  minimum  labor  and  f 
ronmental  standards,  corporations 
have  less  leeway  to  bargain  dovm  w 
ers'  wages.  Maybe  then  governm 
will  compete  to  attract  capital  by  o 
ing  the  most  skilled  workforce  and 
best  infrastructure  rather  than  the  i 
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YOUR  COMPETITIVE 
SITUATION  CHANGED  TODAY. 
SO  WHY  DIDN'T  YOUR 
MARKETING  PLAN? 


Plug  CRUSH  in  and  see 
how  this  all  new  interactive 
marketing  tool  gives  you  a 
huge  strategic  edge. 


Ch'UbH  shorn  you  your  prodw 
relalive  lo  your  competition,  then 


Your  competitive  landscape  changes 
every  day.  So  how  can  you  stay  ahead? 
No  problem— simply  plug  in  CRUSH'" 

CRUSH  IS  the  only  interactive  market- 
ing tool  that  manages  and  analyzes  changes  in  your 
markets.  Using  the  proven  methodology  of  marketing 
expert  Regis  McKenna,  it  helps  you  plan  strategies  to 
outmaneuver  your  competitors. 

CRUSH  links  you  to  any  information  source,  includ- 
ing databases,  spreadsheets  and  on-line  services.  It 
lets  you  gather  and  organize  competitive  data,  then 
analyze  your  competition  in  real-time.  CRUSH 
identifies  strengths  and  weaknesses.  Plots         HANDS-ON  TE 


ts  strengths  jnd  wesl^nesses 
instantly  charts  your  position 


"CRUSH  is  leaps  ahead  of  anything  else,  not 
because  of  any  one  element,  but  because  of 
the  total  package  of  thinking  that's  gone  into 
it."  Scott  Cook,  Co-tounder&  Chairman,  Intuit 

exactly  where  you  stand  relative  to  the 
market.  And  enables  you  to  create  and 
present  winning  positioning  strategies. 
CRUSH  IS  the  single  most  powerful  mar- 
keting insight  tool  available  today  But  don't  take  our 
word  for  it.  Call  now  and  we'll  send  you  our  multi- 
media CD  demo  FREE.  It  shows  you  first-hand  how  to 
focus  your  positioning,  develop  dynamic  marketing 
plans,  and  crush  your  competition 


CHNOLOGY " 


FREE 
DEMO 


Call  or  browse  today! 

800-772-2580  ext.i3 

http://www.HOT.sf.ca.us 


FOR  WINDOWS 


©  1996  Hands-On  Technology  (HOT)  Hands-On  Technology 


is  inevitable 


Living  in  the  fast-paced  world  of  electronics  means  you  live 
with  continuous  change.  Rapid  changes  in  technology  and 
ever-shorter  product  life  cycles  make  it  difficult  to  stay  out 
in  front.  The  way  you  manage  change  during  product 
development  often  determines  your  competitive  advantage. 

rhat's  where  we  come  in.  We're  Altera,  a  world  leader 
in  programmable  logic.  With  a  broad  range  of  devices, 
development  tools,  and  advanced  technical  support,  we  can 
[lelp  you  manage  change.  So  you  get  ahead,  and  stay  ahead. 

[f  rapid  technology  changes  and  short  product  life  cycles  are  an 
inevitable  fact  of  your  life,  call  us.  We'll  help  you  manag 


)  Copyright  1995  Altera  c;orporat)on. 

Jtera  is  a  registered  trademark  of  Altera  Corporation. 

il  rights  reserved. 
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ney  are  the  people  of  the  Hyatt  Grand  Champions  Resort.  People  like  director  of  landscaping  Nick  Rubio  who,  along  iy/| 
his  trained  staff,  have  tamed  the  wild  desert  surroundings  into  a  beautiful,  serene  setting.  And  if  you  find  yourself gettinj^ 

too  relaxed,  you  can  always  explore  our  equally  stunning  championship  golf  courses  or  world  class  tennis  stadium. 

So  come  on  out  and  lay  bade.  You're  going  to  love  the  things  you  see.  To  discover  more  and  receive  a  free  brochure, 

call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


RESORT  NEAR  PALM  SPRINGS 


Discover  the  people  with  the  HYATT  TOUCH*" 
Hy»t1Holelso^tlRei*^ls•4nromposseshoteliond«sorhmanag^dJ™n« 


You  could  pay 
3  times  as  much 
for  a  business-class 
teleconfefencer. . . 


ERECTIONS  &CLARIFiGATiONS 

5st!  I  got  that  good  Cuban  leaf  "  (Up 
t,  Sept.  18)  cited  erroneous  information 
(ided  by  tlie  U.  S.  Customs  Service.  No 
can  bring  Cuban  cigars  into  the  U.  S. 
1  a  third  country.  However,  U.  S.  resi- 
ts traveling  to  Cuba  under  a  license 
1  the  Office  of  Foreign  Assets  Control  of 
U.S.  Treasury  Dept.  may  bring  back 
0  worth  of  Cuban  merchandise,  in- 
ling  Cuban  cigars. 

Investmg  in  High  Tech"  (Cover  story, 
.  28),  the  power  of  the  first  Pentium  mi- 
irocessor  was  misstated.  It  is  about  1.8 
;s  as  fast  as  the  preceding  486  chip. 


ifranchised  workers  and  the  most 
)itable  environment. 

Thea  M.  Lee 
Economic  Policy  Institute 
Washington 

1,  the  chutzpah  of  business  week 
rs  to  say  Pat  Buchanan's  economic 
malism  spells  "disaster  ahead." 
re  have  you  been  since  1971  as 
brand  of  globalism  piled  up  an 
iss  list  of  disasters? 
precipitated  a  20%  decline  in  real 
ings  for  most  working  people;  dec- 
3d  ui"ban  areas;  sent  the  dollar  into 
.ank;  sabotaged  our  vital  jobs  and 
base,  thereby  becoming  a  major 
r  in  the  $4.5  trillion  run-up  in  fed- 
debt. 

jchanan's  brand  of  "nationahsm"  is 
only  thing  that  will  put  America 
on  the  right  track  again.  Eveiy- 
f  else  is  rearranging  deck  chairs  on 
iking  Titanic. 

Gus  R.  Stelzer 
Mill  Creek,  Wash. 
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hut  why?  Add  thi.s  full-duplex 
peaker  to  your  telephone  to 
let  both  parties  .speak,  without 
cutting  each  other  off.  Digital 
Signal  Processing  (found 
in  products  at  three  times 
the  price )  cuts  annoying 
"eclio"  common  to  other 
am]^lihers.  To  order,  or 
..         for  the  location  of  a  store 
near  you,  call: 


$14099 

-"-^#43-, 


1-800-THE-SHACK^ 


243KC 


You've  got  questions.  We've  got  an.swers.® 


ised 


Prices  apply  al  participating  RadioShack  stores  and  dealers  Hems  nol  available  ai  a  participating  store  can  be  special-ordered  (sub|ect  lo  auailabililyf  al  the  ad> 
price  A  partiopaling  store  will  offer  a  compaiable  value  if  the  produci  is  sold  out  Independent  RadioShack  dealers  and  franchisees  may  not  be  participating  m  this  ac 
or  stock  or  special-order  every  ilem  advertised  Copies  ol  applicable  warranlies  are  available  upon  request  al  slores  tor  inspection  before  sale,  oi  by  virnling  Customer 
Relations,  1400  One  Tandy  Cenler,  Fort  Worth.  TX  76102 


Stein  Roe 
turns 
growth 
stocks 
into 
capital 
opportunities 
for  you*. 


Stein  Roe  Capital 
Opportunities  Fund 

This  equity  Fund  offers  you  the 
potential  for  maximum  capital 
appreciation  —  without  a  sales  charge! 

Average  Annual  Total  Returns  (as  of  6/,^0/95) 

,-year33.42% 
5-year  12.59% 

10-year  12.28% 

Call  lis  today  for  your 
FREE  information  kit. 

1   800  774  4869 


Stein  Roe  Mutual  Funds 

Building  Wealth  for  Generations  ' 

Call  us  for  a  prospectus  with  more  complete  information.  Please  read  it  carefully  before  you  invest. 

Total  return  performance  includes  changes  in  share  price  and  reinvestment  of  income  and  capital  gams 
distributions.  Past  performance  is  no  guarantee  of  future  results  Investment  returns  and  principal  will 
fluctuate,  and  you  may  experience  a  gam  or  loss  w/hen  you  sell  shares. 
Liberty  Securities  Corporation,  Distributor  Member  SIPC. 
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"J  need  a  fax/modem  that  almys 
connects  at  the  highest  speed, 
no  matter  v^here  I  am!' 


T  I      DSP  SOLUTIONS 


We're  putting  time 
on  the  side  of  our 
customers,  ^j^l^ 

And  theirs,  '^i^^^^^ 


In  the  fax/modem  market,  18  months  could 
product's  Ufetime.  And  an  18-second  transmi*'!; 
seems  Hke  an  eternity  when  you're  trying  tc  -;■ 
information  in  the  field.  So,  modem  manufacti 
are  turning  to  Digital  Signal  Processing  Solut 
from  Texas  Instruments  to  keep  up  with  custc 
B     demands  for  increased  performance.  W 
W     providing  cost-effective  designs  that  maxii 
profitability,  time  after  time. 
In  just  a  few  years,  fax/modem  perfonnance 
exi3erienced  a  tenfold  increase  with  every  genen 


PCMCIA 

interface 


Address 

,  !  ^ 

i  ' — >  iSA  Bus 

1 

i 

j 

!  >  RS-232 

Decode 

LOGlC 

CIS 

"The  key  to  thejax/modm 
market  is  to  heflexihle  and 
to  respond  quicnly  to  the 
demands  oj  the  customer' 

Ross  Manire, 

Senior  Vice  President  and  General  Manager 
Corporate/Systems  Division,  U.S.  Robotics,  Inc. 


•  -r-«>  T  1 1  i*'^f^gttH' 


ining  functionality.  And  behind  many  of  these 
ations,  you'll  find  TI  DSP  Solutions.  In  fact,  by  com- 
;  expertise  and  joiiitly  pursuii^g  new  technology,  Tl 
d  U.S.  Robotics  produce  the  fu'st  PCMCIA  Y34 
m.  This  breakthrough  delivered  a  2X  increase  in 
rmance  with  the  software  flexibility  to  incorporate 
Features  and  standards.  Now,  U.S.  Robotics  can 
ige  their  investment  across  their  entire  product  line, 
id  as  the  multimedia  market  evolves,  the  trend  will 
[me  to  add  real-time  capabilities  like  simultaneous 
:/data  transmission,  voice  mail,  CD  sound  and 


full-motion  video.  And,  of  course,  TI  will  be  there  eveiy 
step  of  the  way. 

From  wireless  communications  to  multimedia,  TI 
DSP  Solutions  are  changing  the  way  we  live,  learn  and 
work.  Timeless,  isn't  it. 

Visit  us  on  the  Internet  at  http://www.ti.com 

EXTENDING       YOUR  REACH 


Texas 
Instruments 


08-1224 
0  1995 TI 


Books 


MY  AMERICAN  JOURNEY 

By  Colin  L.  Powell  with  Joseph  E.  Persico 
Random  House  •  643pp  •  $25.95 


A  GREAT  AMERICAN  TALE- 
BUT  WHAT'S  THE  ENDING? 


Colin  L.  Powell's  autobiography, 
Mij  American  Jonrneij,  should 
come  with  a  wamng  label:  Read- 
ers expecting  a  political  manifesto  from 
their  favorite  fantasy  Presidential  candi- 
date will  be  sorely  disappointed. 

Not  that  America)/.  Joiimeij  isn't  a 
great  read.  But  the  book's  strength  lies 
not  so  much  in  Powell's  musings  about 
politics  and  the  coimtiys  futui-e  as  in  his 
recalling  a  Ufe  that  is,  at  once,  recogniz- 
able to  most  Americans  and  yet  ex- 
traordinary in  its  scope  and  texture. 
It's  like  the  stoiy  of  a  shrewd  Forrest 
Gum}) — in  its  style,  it  evokes  The  Auto- 
biography of  Benjamin  Franklin. 

Oh,  Powell  is  keeping  his  Presiden- 
tial options  open,  all  right.  And  after 
600-plus  pages  of  his  journey  from  the 
South  Bronx  to  the  White  House, 
where  he  served  as  National  Security 
Adviser  and  later  counseled  two  Pres- 
idents as  chairman  of  the  Joint  Chiefs 
of  Staff,  you'll  wish  him  the  best.  Pow- 
ell's life  truly  offers  a  fresh  embodi- 
ment of  the  American  dream.  The  fact 
that  he  is  of  Jamaican  descent,  just  an 
average  goof-off  of  a  kid  whose  par- 
ents earned  a  daily  wage  in  New 
York's  garment  industry,  makes  the 
saga  doubly  poignant.  In  today's  harsh, 
winner-take-all  society,  the  account  of- 
fers hope  to  adults  who  tremble  as 
they  contemplate  the  future  of  their 
own  uni-emarkable  kids. 

What  Powell  found — really  just  fell 
into  as  a  teenager — was  the  Ai'my,  an 
institution  that  "made  sui'e  that  perfor- 
mance would  be  the  only  measure  of 
advancement,"  the  58-year-old  former- 
general  writes.  It's  a  statement  that 
could  be  read  as  an  indictment  of  a 
&'ee-enteiprise  system  that  offers  less  of 
a  meritocracy  than  the  military.  But 
Powell  could  hardly  be  considered  a  so- 
cial rebel,  or  even  a  supporter  of  ra- 
cial preferences:  "Affirmative  action  in 
the  best  sense  promotes  eciual  consider- 
ation, not  reverse  discrimination,"  he 


says,  adding,  "all  discrimination  is 
offensive." 

The  book  is  built  upon  such  common- 
sense  pronouncements,  "Powellisms"  if 
you  will.  Every  story  told  here — fi-om 
Powell's  tours  of  duty  in  Vietnam  and 
Korea  to  his  career  as  a  defense  adviser 
during  the  Carter  and  Reagan  Adminis- 
trations to  his  managing  the  Persian 
Gulf  Wai'  for  Pi-esident  Bush — is  punctu- 
ated with  life's  lessons  learned.  Some 
examples:  Never  step  on  enthusiasm; 
you  never  know  what  you  can  get  away 
with  until  you  ti-y;  hand  the  boss  a  solu- 
tion instead  of  a  can  of 
worms. 

Standing  alone,  such 
aphorisms  sound  as 
though  they  were  lifted 
from  Reader's  Digest.  Set 
against  Powell's  experi- 
ences— the  horror  of 
watching  a  fellow  soldier 
die  in  Vietnam  oi'  the  pain 
of  hearing  the  white  own- 
ers of  a  Deep  South  .ham- 
burger joint  cackle  after 
denying  him  service — the 
tenets  take  on  a  special 
resonance.  Another  Pow- 
ell life  lesson:  Get  mad, 
then  get  over  it.  "Nothing  that  hap- 
pened off  post,  none  of  the  indignities, 
none  of  the  injustices,  was  going  to  in- 
hibit my  performance  I  felt  anger; 

but  most  of  all  I  felt  challenged.  I'll 
show  you!" 

Wlien,  through  the  force  of  his  intel- 
ligence, personality,  and  skills,  he  is  cho- 
sen to  be  Ronald  Reagan's  top  national 
security  aide,  Powell  pi'oudly  obsei-ves: 
"National  Security  Advisers  to  Presi- 
dents are  not  chosen  as  tokens.  The  job 
is  real,  demanding,  and  critical."  But 
Powell  never  loses  the  common  touch.  A 
lover  of  West  Indian  music  as  well  as 
The  Music  Man,  he  recalls  how  he 
gushed  over  meeting  Sergeant  Elvis 
Presley  in  Germany  in  the  '50s. 


COLIN 
POWELL 

vvirli  ,Jose})h  E.  Persico 


Most  of  the  book's  news  nuggets  Itv 
already  been  picked  over  by  the  it 
dia:  He  condemns  the  sales  of  arm:-:o 
Iranian  hostages  under  President  bs 
gan  as  "wi'ong"  and  disparages  the  ^ 
lie  Horton  ads  used  by  President  lis 
in  the  1988  election  as  offensive,  i 
says  he  was  appalled  by  the  ad  hoc  M 
cision-making  in  the  Clinton  W 
House.  Looking  ahead  to  a  possible 
litical  career,  he  notes  that  "neithe 
the  two  major  parties  fits  me  com] 
ably  in  its  present  state."  And  he  s 
"I  distiTist  rigid  ideology  from  any  d 
tion,  and  I  am  discovering  that  n 
Americans  feel  just  as  I  do." 

When  Powell  finally  does  get  t^ 
political  manifesto  in  an  epilogue,  ii 
letdown.  After  609  pages  of  a  wond( 
American  stoiy,  Powell's  vision  of  a  " 
order . . .  defined  by  trade  relations 
the  flow  of  information,  capital,  tech 
ogy,  and  goods,  rather  than  by  an 
glaring  at  each  other  across  bord 
sounds  Uke  what  every  other  cent 
poraiy  politician  is  mu1 
ing.  The  general  him 
has  a  phj-ase  for  such 
tm-ing,  drawn  fi'om  exj 
ences  with  excessive  i 
tary  formality:  "breal 
starch."  It  diminishes 
rest  of  the  work,  an 
prompts  the  quest 
Should  Powell  risk  tarr 
ing  a  life  of  such  acc 
l^lishment  and  characte  ijfa 
the  petty  rough-and-t 
ble  of  American  politic 

A  month  ago,  I 
coming  into  work  in  W 
ington   on   the  Geo 
Washington  Parkway.  On  the  radi' 
commentator  was  droning  on  about 
possibility  of  a  Powell  eandidac 
looked  to  my  left  in  backed-up  ti 
and  there  he  was,  the  general  at 
center  of  a  modern-day  media  b 
alone  in  a  late-model  Mazda,  dri 
Mmself  into  town.  It  shocked  me  at 
time.  Now,  after  having  read  his  boo' 
seems  perfectly  fitting.  Had  I  kn 
then  what  I  know  now,  I  would  h 
rolled  down  the  window  and  yel 
Don't  do  it,  general.  It's  just  not  a 
You've  already  given  the  country  a 
reel-  of  service." 

BY  DOUGLAS  HARBREi 
Harbrecht  is  News  Editor  of  BUSlh  i-f-iu 
WEEKS  Washington  bureau. 


Ik 


WHEN  POWELL  FINALLY  DOES  GET  TO  HIS 


kit 


POLITICAL  MANIFESTO,  IT'S  A  BIT  OF  A  LETDOWN 
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Chrysler  Town  &  Coimtn  LXi 


^ERMiT  Us  To  Expand  Upon  The  Idea 

Of  a  Luxury  Car. 


The  new  Chrysler  Town  &  Country  LXi  is  proof  dun  it 
I  is  possible  to  make  a  luxury  of  necessity.  The  kind  of  vehicle 
need  has  become  the  kind  of  vehicle  you  want. 

Chrysler  Town  &  Country   

's  interior  pam.pers  you  and  your 


eye  and  slip  the  wind.  It  has  a  slinky  .36  coefficient  oj  drag.  You'll 
also  appreciate  the  convenience  of  a  driver's  side  sliding  door — 
the  only  such  door  on  a  minivan  today. 

  Of  course,  as  a  minii'an,  Chrysler 

Introducing  The  All  -New  Town  &  country  LXi  boasts 


engers  with  fine  leather-tnmmed       (^JxT'ystc^T  i  OIX'TT  (S^  C^OZ^TltT^       convenience  arid  practicality 
ing  throughout.  Dual  zone  tern-    he^ojid  the  aspirations  of  luxury 


■lure  controls  enable  the  driver  arid  front  passenger  to  estiiblish 
onalized  climate  zones.  Other  seat  positions  have  airflow 
ets  and,  in  the  rear,  there's  a  heater/air  conditioning  unit. 


The  interior  desigi\  is  finely  finished  with  close  attention  to 
r  serenity:  We've  put  so  much  effort  into  i\oise  reduction  that 
'II  hear  little  more  than  your  companions  conversadori  or  the 
:s  of  the  standard  AM/FM/CD/cassette  and  ten-speaker  Infinity 
)ustic  10'"  sound  system.  Dual  front  air  bagsl  ABS  and  a  host 
ther  safety  measures  will  also  help  preserve  your  peace  of  mirid. 

Outside,  Town  &  Country  LXi  is  scidpted  to  please  the 


cars.  Like  storage  space — pockets,  drawers,  bins,  cup  hokiers 
and  cargo  space — that  sedam  could  only  dream  of.  Mcrre  passenger 
space  tlmn  any  luxury  car  short  of  a  limousine.  More  cargo  volume 
than  any  other  miriivan.  Quad  Command  passenger  bucket  seats. 
Arid  new  removable  Easy  Out  Roller  Seats"  cm  wheels,  with 
seatbacks  that  fold  to  form  a  flat  surface. 

Is  Chrysler  Town  &  Coimtry  LXi  all  things  for  all  people? 
No,  but  with  all  the  luxury  and  capability  it  offers,  it  could  be  all 
things  for  you.  If  you'll  permit  us  to  expand  upon  it  a  bit  more, 
please  call  1'800'4'A'CHRYSLER  for  more  information. 


Chrysler  Town  &  Country 

The  Ultimate 


^Always  wear  your  seat  belt.  Infinity  Acoustic  JO'"  is  a  tradeinark  of  Infinity  Sound  Sy^unns. 


hese  days,  it  helps  to  know  someone  who's  used  to  changing  conditio! 

We're  Transamerica,  the  people  in  the  Pyramid.  We  offer  life  insurance,  annuities,  retirement  p 
mutual  funds  and  other  products  to  help  people  plan  and  invest  for  the  future.  We  provide  loai 


■miUes  and  businesses  grow.  We're  also  one  of  the  world's  biggest  leasing  companies 
.ys  fast-movmg  world,  we  believe  m  offering  customers  real  solutions  to  their 
needs,  at  reasonable  pr,ces.  Because  some  thtngs  don't  change.  TRANSAMERICA 

Life  Insurance  •  Investments  •  Lending  .  Leasing 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

CAN  SOFTWARE 
HELP  MEMORY? 


Windows  95  has  a  vo- 
racious appetite  for 
memoiy.  Microsoft's 
official  minimum  I'equirement 
of  four  megabytes  of  RAM 
will  give  you  a  machine  too 
slow  for  anything  more  tax- 
ing than  playing  solitaire. 
Even  8  MB,  the  quantity  of 
memory  installed  in  most 
machines  being  sold  today, 
can  be  painfully  sluggish 
when  running  heavy-duty 
programs  such  as  Microsoft 
Office. 

Nothing,  not  even  a  faster 
processor,  will  do  as  much  to 
improve  performance  as  an 
extra  4  or  8  MB  of  ram.  But 
soaring  demand  has  kept 
memoiy-cliip  prices  high, 
and  a  4  MB  mod- 
ule will  set  you 
back  about  $170 — 
more  if  you  need 
professional  help  in- 
stalling it.  Small  won- 
der that  software  that 
promises  to  improve 
performance  at  a  frac- 
tion of  the  cost  of  chips 
has  great  appeal.  In- 
deed, software  that  does  just 
that  for  the  old  Windows  3.1 
has  been  quite  popular. 
"SMALL  BENEFITS."  Unfortu- 
nately, it  seems  there's  no 
cheap  lunch  when  it  comes 
to  Win9.5  memory.  SoftRAM 
95  from  Syncronys  Softcorp 
(310  842-9203)  is  an  update 
promising  that  "4  MB  be- 
comes 8  MB.  8  MB  becomes 
16  MB.  You  become  doubly 
productive."  But  both  my 
casual  tests  and  more  formal 
benchmarking  by  National 
Software  Testing  Labs  (like 
BUSINESS  WEEK,  a  part  of 
The  McGraw-Hill  Compa- 
nies), found  that  the  $35  Sof- 
tRAM 95  had  little  effect  on 
performance. 


NSTL  ran  Win95  machines 
thi'ough  a  variety  of  memory- 
intensive  tests  with  and  with- 
out SoftRAM.  One  test,  on 
which  SoftRAM  produced  its 
best  showing,  prepared  for 
printing  a  complex  Microsoft 
Word  document  that  included 
PowerPoint  slides  and  data 
from  an  Excel  spreadsheet. 
On  a  Gateway  2000  Inc.  com- 
puter with  a  66-mega- 
hertz  486  processor 
and  4  MB  of  ram,  the 
job  took  a  hair  under 
12  minutes.  Using  Soft 


RAM  cut  just  15  seconds  off 
the  task.  Adding  4  MB  of 
memory  chips  saved  nearly 
9^  minutes. 

All  versions  of  Windows 
work  by  swapping  progi-ams 
and  data  between  ram  and 
the  hard  drive,  a  method 
that's  called  "virtual  memo- 
ry." Rainer  Poertner,  presi- 
dent of  Culver  City  (Calif.)- 
based  Syncronys,  says 
SoftRAM  works  both  by  com- 
pressing data  to  fit  more  into 
RAM  and  by  I'eplacing  the  Mi- 
crosoft software  that  controls 
virtual  memoiy  with  more  ef- 
ficient programming.  "There 
are  a  few  cases  where  you'll 
see  rather  small  benefits," 


Poertner  admits,  though  he 
adds:  "In  some  cases,  we  can 
get  four  or  five  times  the 
amount  of  actual  ram." 

Poertner  says  some  tests 
might  show  poor  perfor- 
mance because  "you  will  see 
the  effect  only  when  you 
have  exhausted  physical 
ram."  But  when  I  more  than 
filled  up  the  memory  of  both 
8  MB  and  16  MB  machines  by 
opening  multiple  copies  of 
Word,  I  still  found  little  im- 
provement vdth  SoftRAM. 
BEST-SELLERS.  One  obvious 
source  of  ram  boosters'  ap- 
peal is  that  similar  products, 
including  a  previous  version 
of  SoftRAM,  RAM  Doubler 
from  Connectix,  and  Magna- 
RAM  from  Quarterdeck,  could 
produce  significant 
performance  gains 
under  Windows  3.1 
and  DOS.  The  pro- 
gi"ams  used  memo- 
ry so  poorly  that  even  a 
16-megabyte  computer 
might  generate  an 
"Out  of  Memory"  mes- 
sage with  just  a  few 
programs  loaded  at 
once.  In  recent 
months,  memory 
boosters  have  con- 
sistently been 
near  the  top  of  PC 
Magazine's  soft- 
ware best-seller  list. 
Windows  95,  how- 
ever, features  dramatically 
improved  memory  manage- 
ment, which  takes  ftill  advan- 
tage of  all  the  RAM  you  have 
installed.  And  Win95  is  far 
more  efficient  in  its  use  of 
virtual  memory.  As  a  result, 
it's  much  harder  for  add-on 
software  to  yield  big  im- 
provements. 

Eventually,  programmers 
will  find  ways  to  improve 
Win95  memory  use.  Both 
Quarterdeck  and  Connectix 
are  readying  Win95  versions 
of  their  memory  software. 
Syncronys  is  also  working  on 
enhancing  SoftRAM.  But  for 
now,  at  least,  it  appears  that 
if  you  want  the  improved 
Win95  performance  that  ex- 
tra memory  brings,  you'll 
have  to  buy  chips. 


BULLETIN  BOAR 


PALMTOPS 
POCKET-SIZE  TICKERS 

Money  managers  on  the  mo™ 
no  longer  have  to  be  away 
from  a  constant  stream  of  i| 
real-time  market  data.  DatcT 
Pulse  II  from  Metriplex  (617 
494-9393)  is  a  Hewlett-Pac 
ard  200LX  palmtop  equippe 
with  a  wireless  receiver.  Usi' 


paging  technology,  the  Metr 
plex  network  sends  out  bon 
futures,  and  currency  mark 
quotes,  along  with  financia 
news  from  Knight-Ridder. 
Data  can  be  analyzed  on  the 
200LX's  built-in  Lotus  1-2-3 
software.  The  DataPulse  II 
costs  $995,  plus  service  be- 
gmning  at  $125  a  month.  A 
version  lacking  the  analyticc 
capabilities  runs  on  a  $295 
Motorola  pager,  while  a  prod 
uct  for  a  Digital  Equipment 
laptop  is  under  development] 


PERSONAL  FiNANCEl 
QUICKEN  LiniE 

Quicken  fanatics  have  a  nev\j 
way  to  keep  their  favorite  prcj 
gram  with  them  wherever  th 
go,  A  new  version  of  the  Bool] 
man  from  Franklin  Electronic] 
Publishers  (800  266-5626)  i 
built  around  Intuit's  Pocket 
Quicken.  The  $100,  4^-ounc(| 
unit  fits  easily  in  a  pocket  or 
purse.  A  mini-keyboard  and 
liquid-crystal  display  let  you 
enter  transactions.  Back 
home  or  in  the  office,  an  in- 
cluded cable  and  software  a 
low  you  to  post  entries  to  a 
DOS,  Windows,  or  Macintosh 
version  of  Quicken. 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 
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B    E    R    G    E  R 


Belief 


"Performance- 
Performance. 
Performance." 


We  could  brag  about  our  20  years  ot  mutual  Fund  experience.  Our  time-tested 
investment  philosophy.  The  endless  hours  of  research  we  do.  But  when  it 
comes  right  down  to  it,  you  want  to  hear  about  performance. 

So  look  at  the  Berger  100  Fund's  latest  numbers.  Morningstar  did.  This 
independent  evaluator  of  mutual  funds  awarded  us  an  overall  rating 
of  ★★★*★  as  of  6/30/95  (which  only  the  top  10%  of  the  1,234  equity 
funds  earned*).  While  we  can't  promise  you  this  kind  of  performance 
in  the  future,  we  think  it's  a  pretty  good  indicatiir. 

So  think  about  the  no-load  Berger  100  Fund.  Our  numbers  speak 
for  themselves. 


Start  with  just  $250  and  $50  thereafter.  Please  call  1'800'333-100I,  Dept.  A65. 

We'll  send  a  prospectus  with  more  intormation  including  all  fees.  Read  it  carefully  before  investing. 


Together  we  can  move  mountains.' 


*  Morningstar  proprietary  ratings  retiect  historical  risk-adjusted  performance  ttirojgti  6/30/95,  The  ratings  are  subiect  to  change  every  month  Morningstar  ratings  are  calculated  from 
the  fund's  three-,  five-  and  ten-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  vi/ith  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  the  fund  performance 
below  90-day  T-bill  returns.  1,234  equity  funds  mte  rated  for  the  three-year  period.  906  for  the  five-year  period  and  459  for  the  ten-year  period,  10%  of  the  funds  in  an  investment 
category  receive  five  stars,  22.57o  receive  four  stars,  35%  earn  three  stars  and  22.5%  earn  two  stars.  The  Berger  100  Fund  ratings  for  the  three-,  five-  and  ten-year  periods  are 
3  stars,  5  stars  and  5  stars  respectively.  Overall  rating  is  a  weighted  average  of  the  fund's  three-,  five-  and  ten-year  ratings. 
"Past  performance  is  no  guarantee  of  future  results.  Performance  figures  cited  are  historical  and  include  changes  in  share  price  and  reinvestment  ot  dividends  and  capital  gains,  which 
will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost, 
'Source:  Upper  Analytical  Services,  Inc. 

"Berger  Associates,  Inc.  assumed  management  of  the  Berger  100  Fund  on  9/30/74.  ©  1995  Berger  Associates,  Inc.  BW  A65 


JUST  ANOTHb 

A  10,000,000  MILE  JOURnA 


STEP  ON 

orean  Air  pilot  undergoes  rigorous  testing  in  our  flight  simulators.  Even  our 
3nlor  captains,  some  of  whom  have  flown  over  10,000,000  miles,  are 


regularly  assessed.  In  fact,  so  thorough 
IS  our  training,  other  airlines  send  their 
pilots  to  our  facilities  for  testing.  It's  just 
one  more  pleasant  surprise  you'll  find 
with  Korean  Air,  and  one  more  reason 
you  should  fly  with  us. 


RSREAM AIR  BEYOND  YOUR  IMAGINATION 


Economic  Viewpoint 


I 


BY  PAUL  CRAIG  ROBERTS 


SUPPLY-SIDE  HAS  THE  ANSWERS 
TO  GLOBAL  PRESSURES,  TOO 


ACT  II: 

American 
workers  need 
help-but 
protectionism 
won't  do  the 
trick.  Better  to 
cut  taxes  on 
capital,  which 
would  boost 
investment 


Paul  Craig  Roberts  is  John  M,  Olin 
Fellow  of  the  Institute  for  Political 
Economy  and  Distinguished  Fellow  of 
the  Cato  Institute  in  Washington,  D.C, 


There  hasn't  been  a  macroeconomic  pol- 
icy debate  for  so  long  that  it  is  hai'd  to 
remember  what  they  were  like.  The 
Keynesian  demand-management  edifice  has 
crumbled,  just  like  the  Berlin  Wall  and  Soviet 
communism.  Today,  fiscal  policy  is  entirely 
dominated  by  the  supply-side  emphasis  on 
the  relative  price,  or  incentive,  effects  of  tax- 
ation, and  we  no  longer  hear  about  how  "ex- 
pansionary fiscal  policy"  (budget  deficits)  make 
it  impossible  for  the  Federal  Reserve  to  con- 
trol inflation. 

For  almost  15  years,  the  U.  S.  has  enjoyed 
high  employment  and  low  inflation — an  im- 
possible combination,  according  to  the  con- 
ventional wisdom  in  1980.  The  Fed  no  longer 
takes  the  economy  on  wild  roller-coaster  rides, 
juicing  up  economic  activity  with  monetaiy 
expansion  and  then  jamming  on  the  brakes  to 
fight  the  resulting  inflation.  Supply-side  econ- 
omists have  been  proven  right  that  the  "Phil- 
lips curve"  trade-off  between  employment 
and  inflation  was  a  con-ectable  consequence  of 
mixing  easy  money  with  bad  incentives. 

Today,  all  tax  reform  proposals — the  con- 
sumed income  tax  of  Senators  Sam  Nunn  (D- 
Ga.)  and  Pete  V.  Domenici  (R-N.  M.),  the  flat- 
rate  tax  of  Representative  Richai'd  K.  Ai"mey 
(R-Tex.),  and  House  Ways  &  Means  Chainnan 
Bill  Ai'cher's  (R-Tex.)  suggestion  to  replace 
the  income  tax  with  a  national  sales  tax — 
stress  reducing  the  impact  of  taxation  on  the 
cost  of  labor  and  capital.  No  one  any  longer 
regards  tax  policy  as  a  tool  for  altering  dis- 
posable income  and  aggi'egate  demand. 

In  retrospect,  Keynesian  economics  was 
the  handmaiden  of  Big  Government.  As  the 
era  of  government-run  economies  comes  to 
a  close,  new  issues  will  arise  fi"om  the  compet- 
itive pressures  of  global  capitalism.  Right 
now.  Presidential  candidate  Pat  Buchanan 
might  have  his  hands  on  one  of  them. 
INEFFICIENT  TAX  SYSTEM.  There  is  evidence 
that  lower-skilled  workers  in  the  U.  S.  are 
faring  less  well  in  international  competition 
than  higher-skilled  ones.  An  explanation  could 
be  that  higher  skills  are  rarer  in  the  world 
economy  than  lower  skills;  therefore,  free 
trade  hurts  lower-skilled  workers  in  high- 
wage  economies. 

In  Europe,  where  wages  are  protected, 
global  competitive  pressures  are  forcing  up 
the  unemployment  rate,  which  has  risen  from 
half  the  U.  S.  rate  in  the  past  to  twice  the 
U.  S.  rate  today.  In  the  U.  S.,  with  its  more 


open  labor  market,  employment  of  low-sk 
workers  has  remained  high,  and  the  adj 
ment  is  taking  place  in  real  wages. 

Buchanan  wants  to  respond  to  this 
ceived  problem  with  trade  protection, 
canies  risks  and  costs  of  its  own.  A 
better  way  to  respond  to  global  competi 
would  be  to  reduce  the  tax  component  i: 
cost  of  U.  S.  output.  If  capital  were  not 
ject  to  multiple  layers  of  taxation,  there  wr 
be  more  capital  investment  and  U.  S.  wor 
would  have  higher  productivity. 

Similarly,  if  Social  Security  were  pi 
tized,  the  payi'oU  tax  could  be  terminii 
thus  reducing  the  cost  of  U.  S.  labor.  A  n 
productive  and  less  costly  labor  force  w 
fare  better  in  international  competition. 

The  advantage  of  fi-ee  trade  is  that  it 
inforees  the  supply-side  emphasis  on 
forming  an  inefficient  tax  system  and  si. 
the  discussion  away  from  old  distributi  u. 
arguments  to  the  competitive  benefit;: 
U.  S.  workers.  Global  competition  m; 
it  even  more  obvious  that  attempts  to  ^ 
the  domestic  tax  burden  from  labor  to 
ital  reduces  the  earnings  of  labor. 
LABOR  MILLSTONE.  Trade  protection  is  : 
wi'ong  answer  It  would  provide  a  false  si 
of  security  and  impede  the  restioictimn 
U.  S.  economic  policy  that  is  necessary 
the  U.  S.  to  remain  a  global  competitor. 

The  competitive  pressure  on  lower-sk  ' 
labor  means  that  journalist  Peter  Brimt 
also  has  his  hands  on  a  hot  issue  with 
book  about  iinmigi'ation,  Alien  Nation.  W 
ever  the  de  jure  state  of  our  immigra 
policy,  in  practice  it  seems  to  be  open 
ders.  Brimelow  says  that  the  vast  majorit 
the  immigrants  pouring  in  to  the  com 
are  unskilled;  thus,  the  U.  S.  is  accumi 
ing  a  labor  force  destined  to  do  less  we 
global  competition. 

The  increasing  proportion  of  unskilled  1; 
will  add  to  the  gi-owing  disparity  betw 
the  incomes  of  high-skilled  and  low-sk^ 
workers.  This  will  facilitate  the  efforts  of 
Viang  economists  to  shift  the  economic  pi 
discussion  back  to  distributional  issues 
away  fi'om  the  reforms  necessary  to  n^ 
tain  an  open  economy. 

Sooner  or  later,  the  economics  profesc' 
will  recover  from  the  shock  of  losing  the  I^^ 
ro  debate  to  "voodoo  economists"  and  re;  7. 
that  the  answer  to  the  global  challenge  s 
hes  on  the  supply  side. 
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ARKRICAN  STOCK  EXCHANGE  COMPOSITE  TRANSACTIONS 


"A  pen  can  write  in  any  language.  But  ours  send  a  message.  Quality.  That's  why  our  sales  are  strong 
today  —  particularly  in  Europe  and  Asia.  And  why  our  new  models  sell  as  well  as  our  classics," 
says  Russell  A.  Boss,  President  of  the  A.T.  Cross  Company,  listed  on  the  Amex  since  1971.  "As  we 
expand  overseas,  it's  essential  to  attract  analysts  and  institutions  both  here  and  there.  A  brand  name 

lives  on  visibility.  And  the  Amex  makes  that  difference."  Russell  Boss  is  big  on  the  Amex. 


AMERICAN  STOCK  EXCHANGE.  To  learn  about  tlic  adimiitages  the  Amex  can  bring  to  your  compnmj, 
contact  Chairntan  Dick  Si/roii.  PIioiw  212-306-5353.  E-mail  rs\jron@amex.coni.  Web  site  littp://ivivw. amex. com. 


'Save  NOiirsolvrs,'  I 
(  l  ied.  Hut  IK)  otie  listened. 

I  licii  riii(lni<iht  stiiick 
,111(1  the  virus  was  unleashed. 

I*e()[)l(>  moaned  and 
prayed  in  every  house  in 
the  \  illai>('...hul  too  late. 

Without  protection, 


youre  hosed  when  a  virus  snfeciK 


IBM's  labs  have  a  mas- 
sive <  ()lle(  tion  of  computer 


ted 


vuuses,  all  neniii  dissec 
under  tij^iit  lock  and  key. 

This  rt'searcli  has  led  to 
I  l)M  \nti\  irus,  one  ol  the 
most  pouerlul  secinity 
pfo^^rams  available  on  the 
inaiket  today. 

We  re  also  develo|)ing 
an  antidote  that  simulates 
the  human  immune  system. 
W  hen  a  \  inr^;  invades, 
computci  s  \\  dl  be  able  to 
adapt  to  meet  and  neutral- 
i/e  the  attack. 

It  may  not  save  lives. 
It  11  delimtely  sa\e  data. 

I'r((|ect  yoursell.  (jail 
I  <S()0  IIJM-.il^^.  exl.Cm. 


Solutions  lor  a  small  planet' 


Economic  Trends 


BY  GENE  KORETZ 

A  TREND  TOWARD 
OUALin  JORS? 

Yes,  but  not  as  strong  as  thought 

Last  year,  the  Labor  Dept.  issued  a 
report  that  suggested  that  the 
structure  of  the  U.  S.  workplace  was 
rapidly  shifting  toward  high-quality  jobs 
requiring  a  skilled  workforce.  While 
most  job  gi'owth  was  still  in  industries 
with  low  overall  wages,  the  agency  not- 
ed that  many  of  the  new  hires  in  those 
industries  were  for  high-paying  jobs. 
Some  40%  of  jobs  added  from  1988  to 
1993  were  in  occupations  such  as  man- 
agers and  professionals,  with  pay  in  the 
top  20%  of  the  wage  distribution. 

Now,  however,  a  new  study  by  Labor 
Dept.  economist  Neal  H.  Rosenthal  cov- 
ering the  10  years  from  1983  to  1993, 
paints  a  less  optimistic  picture.  Of  the 

DISSECTING  AMERICA'S 
SHIFTING  JOB  MARKET 


A  MILLIONS  *TOP  25%  AND  BOTTOM  25% 

OF  WAGE  DISTRIBUTION 
DATA:  LABOR  DEPl 

19.7  million  rise  in  employment  during 
the  decade,  he  reports,  high-paying  jobs 
with  median  wages  in  the  top  25%  of 
the  pay  range  accounted  for  a  dispro- 
portionate 29%'.  But  low-wage  jobs  in 
the  bottom  25%-  of  the  pay  range  gi-ew 
just  about  as  fast  (chart). 

Looking  at  total  job  openings — stem- 
ming from  both  employment  gi'owth  and 
the  replacement  of  workers  who  have 
either  left  the  labor  force  or  changed  oc- 
cupations— the  picture  is  even  less  up- 
beat. The  data  indicate  that  60%  of  the 
20.9  million  net  replacement  openings 
filled  over  the  1983-93  period  (and  54%- 
of  the  41.6  million  total  job  openings) 
were  in  occupations  in  the  bottom  half 
of  the  pay  range.  As  for  educational  re- 
quirements, Rosenthal  estimates  that 
some  post-secondary-school  education 
was  required  for  45%  of  the  new  jobs 
created  since  1983,  but  for  only  a  third 
of  total  jobs  filled. 

The  bottom  Une  is  that  the  quality  of 


U.  S.  jobs  has  been  improving— but  at  a 
glacial  rate  in  terms  of  the  overall  wage 
structure  of  the  economy.  The  Labor 
Dept.  data  indicate  that  only  1%  more 
of  all  jobs  were  in  the  high-paying  top 
25%  of  occupations  in  1993  than  in  1983. 


SILVER  LINING 
IN  A  FLAWED  CPI 

Less  inflation  implies  more  growth 

Economic  observers  are  so  excited 
by  the  deficit-cutting  possibilities 
created  by  a  new  report  on  the  con- 
sumer price  index  that  they  may  be 
overlooking  the  rosier  picture  it  paints 
of  the  U.  S.  economy's  past  perfonnance. 

According  to  a  blue-ribbon  panel  of 
economists  advising  the  Senate  Finance 
Committee,  the  cpi  as  presently  consti- 
tuted is  Hkely  to  overstate  inflation  by 
about  a  percentage  point  a  year  over 
the  next  decade.  By  coirecting  this  up- 
ward bias,  the  government  could  save 
itself  a  cool  $634  billion  over  the  10- 
year  period  and  cut  the  projected  fed- 
eral deficit  in  the  year  200.5  by  about 
$140  billion — mainly  through  smaller 
outlays  for  Social  Security  and  other 
inflation-adjusted  federal  progi-ams. 

Just  as  intriguing,  however,  is  the 
finding  that  the  cpi  has  likely  been  over- 
stating inflation  for  two  decades,  with 
the  recent  upward  bias  as  high  as  one 
and  a  half  percentage  points.  As  Robert 
J.  Gordon  of  Northwestern  University,  a 
member  of  the  advisoiy  gi'oup,  notes: 
"This  implies  that  both  real  wages  and 
real  consumption  have  been  posting 
gi'eater  gi'owth  than  reported." 

It  also  implies  that  the  gross  domes- 
tic product — at  least,  the  two-thirds  of 
GDP  representing  consumption — has 
been  growing  faster  than  reported,  as 
has  productivity.  At  the  least,  this  sug- 
gests that  the  Commerce  Dept.'s  coming 
downward  revisions  in  productivity 
grovrth  will  be  overdone  (page  114),  and 
that  real  interest  rates  and  money  sup- 
ply growth  are  higher  than  appreciated. 

Such  calculations  may  be  reassuring, 
but  no  one  exj^ects  the  panel's  findings  on 
the  CPI  to  result  in  a  revision  of  past 
economic  statistics.  Rather,  the  gr'oup's  fi- 
nal report,  due  next  June,  is  likely  to 
inspire  steps  to  make  the  CPI  more  ac- 
curate in  the  futiu'e.  If  that  happens,  it's 
worth  noting  that  beneficiaries  of  gov- 
ernment programs  won't  be  the  only 
ones  hurt  by  a  revised  CPI.  Tax  brackets 
are  also  adjusted  for  inflation,  so  nominal 
increases  in  wages  will  push  taxpayers 
into  higher  brackets  faster  than  before. 


SMALL  FRY  ON 
THE  PROWL 

More  plan  to  grow  via  acquisition 


Hopefully  it's  only  a  pause  that 
freshes.  In  its  latest  annual  si; 


vey  of  400  fast-growing  middle-mar 
companies  (averaging  $4  million 
sales),  Ernst  &  Young  found  that  or 
41%  plan  to  raise  more  capital  ne 
year,  down  from  63%  last  year  and  t 
lowest  percentage  in  five  years. 

What's  more,  ju.st  42%  of  those  see^jj 
ing  added  capital  intend  to  use  it  to 
troduce  new  products  and  sei-vices — t 
least  in  the  seven-year  histoiy  of  t 
survey.  Instead,  companies  are  becomi 
more  acquisition-minded.  A  solid  44 
of  those  planning  to  raise  capital 
they  will  use  it  to  make  an  acquisiticfc)',  i 


irate 


THE  WORLD'S 
PRICIEST  SPACE 

Bombay  is  now  higher  than  Tokyo 


IBI 


Dollar  rents  for  prime  urban  offi 
space  around  the  world  contin 
to  fluctuate,  reports  Colliers  Interr 
tional,  a  real  estate  consultant  and  bif- — 
kerage.  Its  July  sui'vey  of  effective 
fice  rents  (including  operating  cosi 
taxes,  and  landlord  concessions)  in  ce 
tral  business  districts  reveals  that  Ho: 
Kong  is  still  the  world's  costliest  cr  iJerly 
but  Bombay  has  taken  the  No.  2  sp  4 
from  Tokyo's  slack  market.  And  rece 
yen  weakness  suggests  that  Tokyo's  d 
lar  rents  are  now  down  a  lot  more. 

Meanwhile,  newcomers  to  the  top 
markets,  where 


annual  rents  range 
from  $136  to  $73 
per  square  foot, 
include  Moscow 
and  New  Delhi. 
U.  S.  rents  range 
from  a  high  of 
$33.50  in  Wasliing- 
ton  to  a  low  of 
$12.43  in  Houston. 
As  in  Colliers' 
January  tally,  the 
cheapest  rents  are 
still  to  be  found  in 
Canada,  Austraha, 
and  New  Zealand, 
with  the  rock-bot- 
tom rent  in  the 
102-city  survey  coming  in  at  S 
square  foot  in  Perth,  Australia 
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DOLLARS  PER  SQ.FT.* 

HONG  KONG 

$136 

BOMBAY 

124 

TOKYO 

102 

SHANGHAI 

97 

MOSCOW 

89 

LONDON 

88 

MEXICO  CITY 

55 

PARIS 

52 

SAO  PAULO 

30  ; 

NEW  YORK 

28 

MlUN 

23  1 

TORONTO 

16 
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iPITAL  SPENDING'S  FUEL 
ILL  CARRY  LESS  OCTANE 
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HWD!tfri»tl!kl  Four  and  a  half  years  into 
lUSaiAJkAJSA^iUX  this  economic  expansion,  a  key 
5m  is  now  evident:  This  business  cycle  features  the 
igest  performance  in  corporate  investment  and 
weakest  showing  for  consumer  spending  in  any 
rn  in  the  postwar  era. 

though  long-term  trends  in  technology,  competition, 
demogi'aphics  are  at  work  here,  this  split  between 
)orate  and  Household  Americas  also  has  impor- 
impUcations  for  the  outlook  in  the  short  run.  That's 
use  the  two  sectors,  which  make  up  80%  of  the 
omy,  will  be  growing  more  slowly  in  the  coming 
than  they  did  in  the  past  year. 

Considering  also  that  the 
economy  will  get  no  help  ft'om 
the  tighter  mix  of  fiscal  and 
monetary  policy,  the  outlook 
heading  into  1996  is  shaping 
up  to  one  of  frustrating  mod- 
eration. The  National  Associa- 
tion of  Manufacturers  recently 
went  so  far  as  to  chide  gov- 
ernment policy  makers  for  fos- 
tering the  idea  that  optimal 
economic  gi'owth  is  only  the 
i  or  so  now  expected. 

nderlying  that  forecast:  A  modest  pace  of  job 
dh  will  limit  consumer  spending.  And  as  profit 
;  nan'ow  compared  with  their  strong  year-ago  num- 
,  businesses  will  reexamine  their  capital  budgets. 

ilNESS  SPENDING  will  remain  the  economy's 
igest  sector,  to  be  sure,  but  its  contribution  to 
/th  is  going  to  fall  off.  The  economy  will  feel  that 
nee  in  the  coming  yeai-.  After  all,  rising  demand  for 

equipment  and  construction  contributed  38%  of 
economy's  growth  so  far  in  this  expansion, 
p  to  now,  the  upturn  in  the  business  cycle  and  the 
ive  stinictural  forces  fueling  capital  spending  have 
I  working  together.  Now,  the  cycHcal  factors  are 
ing  more  negative.  A  key  economic  principle  holds 
investments  are  based  on  the  pace  of  output.  With 
sconomy  slowing,  that  means  less  investment, 
deed,  the  industrial  operating  rate  has  fallen  ft-om 
year's  peak,  freeing  up  more  capacity.  While  fi- 
ling is  cheaper,  profits  and  internally  generated 

flow — the  preferred  means  of  financing  capital 
ects — are  set  to  slow  with  the  economy, 
le  Commerce  Dept.'s  latest  sm-vey  of  capital  spend- 
plans  for  1995  shows  that  businesses  expect  to  in- 


EQUIPMENT  DEMAND 
FLAHENS  OUT 


crease  their  outlays  for  new  plant  and  equipment  by 
9.4%  (chart).  Plans  are  turning  out  to  be  stronger  than 
the  6.6%  rise  businesses  had  anticipated  when  first 
surveyed  back  in  February,  but  1995  intentions  are 
still  down  from  the  12.1%  rise  posted  in  1994. 

Even  the  overall  gain,  however,  masks  a  split  be- 
tween industries.  Manufacturers,  which  account  for 
30%  of  all  planned  outlays,  expect  to  lift  their  capital 
budgets  by  a  walloping  26.1%,  up  from  7.5%  in  1994.  In 
the  broader  service-producing  sector,  though,  outlays 
are  slowing,  and  plans  outside  of  manufacturing  have 
been  scaled  back  significantly  since  the  last  survey. 

Spending  in  the  communications  industry,  for  exam- 
ple, is  expected  to  rise  10.4%,  only  half  the  1994  ad- 
vance. Expenditures  by  service  companies,  supplying 
personal,  business,  health,  social,  and  other  sei-vices,  are 
slated  to  decline  1%  after  rising  6%  last  year. 

Inklings  of  the  slowdown  in 
capital  spending  are  already 
showing  up  (chart).  Despite  a 
strong  4.9%  overall  advance 
in  new  orders  for  durable 
goods  in  August,  bookings  for 
nondefense  capital  goods  rose 
only  2.6%,  after  declining  in 
three  of  the  four  previous 
months.  So  far  in  the  third 
quarter,  capital  goods  orders 
are  far  below  their  second- 
quarter  level,  which  was  below  the  first  quarter.  Capi- 
tal goods  orders  have  not  declined  for  two  quarters  in 
a  row  in  more  than  four  years. 

The  traditional  low-tech  areas,  such  as  heavy  machin- 
ery, will  throttle  back  the  most.  The  recent  earnings 
disappointment  at  Caterpillar  Inc.  is  a  harbinger  of 
the  coming  slowdown  there.  But  even  spending  on 
high-tech  equipment,  the  real  leader  in  the  recent  in- 
vestment boom,  will  see  a  bit  of  a  slowdown  from  its 
rapid  pace. 

EARNINGS  DISAPPOINTMENTS  at  consumer-goods 
companies  seem  increasingly  likely  as  well.  Consumer 
spending,  while  holding  up  quite  well,  is  nevertheless 
tracking  well  below  its  year-ago  pace. 

Recent  spending  gauges  suggest  a  moderate  pace 
for  consumer  demand.  September  retail  sales  at  depart- 
ment and  discount  stores  are  on  track  to  rise  1.3% 
from  August,  according  to  a  weekly  survey  by  the 
Johnson  Redbook  Service. 

However,  households  are  starting  to  feel  more  appre- 
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hensive.  The  Conference  Board's  index  of  consumer 
confidence  fell  to  97.4  in  September,  irom  102.4  in  Au- 
gust. Consumers  were  less  cheeiy  about  both  the  pre- 
sent and  the  futiu'e.  Their  assessment  of  cuiTent  condi- 
tions was  the  lowest  level  of  the  year. 

The  declines  could  mean  that  new  job  worries  are 
creeping  into  consumers'  psyches,  especially  after  the 
layoffs  announced  as  a  part  of  the  big  mergers  in  bank- 
ing and  communications.  A  more  immediate  concern: 
Jobless  claims  have  ticked  up  in  recent  weeks. 

OTHER  POLLS  SUGGEST  that  consumers  are  also 
leery  of  poHcy  maneuvering  in  Washington.  But  one 
thing  is  certain:  The  economy  cannot  expect  any  stim- 
ulus from  fiscal  policy.  Budget  policy  may  begin  to 
tighten  even  before  yearend,  as  Congress  and  the 
White  House  thi'eaten  to  shut  down  the  federal  goveni- 
ment  on  the  way  toward  a  deficit-reducing  1996  budget. 

With  little  progi'ess  being  made  on  the  budget  fi-ont, 
many  agencies  will  start  to  mn  out  of  money  on  Oct.  1. 
If,  as  is  expected,  Congress  approves  a  continuing  res- 
olution to  keep  the  government  going,  that  bill  may 
well  contain  an  immediate  hit  to  the  economy  from 
spending  cuts. 

At  the  same  time,  monetary  pohcy  still  looks  tight, 
based  on  the  historical  pattern  of  interest  rates.  The 
Federal  Reserve  decided  to  leave  rates  alone  at  its 
Sept.  26  policy  meeting,  but  another  cut  before  yearend 
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HOW  THE  U.S.  BUDGE 
GAP  STACKS  UP 

GOVERNMENT  DEFICITS  AS  A  PERCENT  OF 

199S  1996 


UNITED  STATES  1.8%  2.0 


GERMANY 


2.3  2.2 


seems  likely.  However,  any  future  cuts  may  only  offi 
the  coming  drag  from  budget  reductions 

Moreover,  public  spending  will  be  more  restrict) 
elsewhere  in  the.  world,  especially  in  Europe,  one  of  t 
U.  S.'s  key  foreign  markets.  One  exception  will  be  , 
pan,  which  must  try  to  restart  its  stalled  economy, 
a  result,  world  gi'owth  will  not  pick  up  from  its  1£ 
pace — and  it  might  well  be  a  tick  slower. 

The  U.  S.  is  no  longer  the 
poster  child  of  government 
deficits,  according  to  the  Or- 
ganization for  Economic  Coop- 
eration &  Development  (table). 
In  Europe,  the  need  to  cut 
spending  results  from  the 
Maastricht  Treaty,  which  calls 
for  deficits  to  run  just  3%  of 
GDP  by  1997  as  a  prerequisite 
for  entry  into  a  single-curTen- 
cy  Europe.  The  U.  S.  sends 
46%  of  its  goods  to  the  other  Group  of  Seven  co 
tries — 56%  if  you  add  in  all  of  Western  Europe 

In  the  coming  year,  areas  that  have  been  gro 
leader's,  such  as  capital  spending  and  exports,  will  p 
vide  less  leadership,  and  those  sectors  that  have  b 
drags  recently,  including  housing  and  inventories, 
provide  more  support.  On  balance,  it  should  be  a  p 
able  stew,  but  nothing  deserving  of  a  fine  wine 
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TOKYO  ROLLS  OUT  ANOTHER  RESCUE  AHEMPT 


100  • 


Despite  a  good  showing  in  the 
second  quarter,  Japan's  econ- 
omy needs  severe  heliD — perhaps 
mor'e  than  is  contained  in  the  gov 
ernment's  latest  stimulus  effort. 

The  second-quarter  real  gr-oss 
domestic  product  grew 
at  a  quarteriy  rate  of 
0.8%  after  no  growth 
in  the  first.  Private 
consumption  rose,  but 
government  outlays 
fell,  and  net  exports 
were  flat.  Some  shifts 
in  consumer  and  public 
spending  reflected  a 
return  to  normal 
trends  after  the  Kobe 
earthquake. 

The  second-quarter  strength  is 
unlikely  to  last.  In  August,  the 
trade  surplus  slipped  1.3%  fr-om  a 
year  ago,  as  auto  exports  unex- 
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large  retailers  were  down  0.8%  in 
August.  The  index  of  leading  indi- 
cator's stood  at  20  in  July,  the 
third-straight  month  that  the  in- 
dex was  below  50,  a  signal  of 
weakness  (chart). 

The  government's 
Sept.  20  fiscal  package 
attempts  to  pump  up 
the  weak  economy. 
The  14.22  trilHon  yen 
($137  billion)  plan  in- 
cludes about  8  trillion 
yen  in  "pure  water" 
or  new  spending,  as 
well  as  funds  for  land 
purchases,  small-busi- 
ness loans,  and  Kobe 
reconstruction.  The  cumulative  ef- 
fect of  the  plan  may  add  about 
1.5%  to  GDP  in  fiscal  1996. 

But  the  financial  markets  were 
disappointed  that  the  plan  did  not 


pectedly  plunged  15.6%.  Sales  at      address  fundamental  problems 


such  as  overregulation,  bad  bank: 
loans,  and  tax  reform.  The  Nikke 
fell  2.7%  in  the  two  days  followin 
the  plan's  release.  Even  Bank  of 
Japan  Governor  Yasuo  Matsushit 
said  the  economy  may  need  move 
help.  And  on  Sept.  27,  the  Minis- 
try of  Finance  released  a  plan 
aimed  at  solving  the  banking  cri- 
sis, endorsing  for  the  first  time 
the  use  of  taxpayers'  money. 

Since  the  boj  has  cut  interest 
r-ates  close  to  zero,  Japan  is  using 
the  yen  as  stimulus.  Ti-ade  Minis- 
ter Ryutaro  Hashimoto  said  he 
wants  the  U.  S.  dollar  to  rise  to 
110  yen,  from  100  yen  on  Sept.  2' 
That  goal  may  be  too  ambitious, 
but  the  yen's  26%  drop  since  Apr 
will  help  exports  as  well  as  lift- 
corporate  profits.  Str-uctural  re- 
forms, however*,  will  have  to  take 
place  before  Japan's  feeble  recov- 
ery can  show  more  strength. 
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News:  Analysis  &  Commentary 


With  the  right 
candidate,  a 
third  party  could 
have  a  real  shot 


N 


10  one  said  the  life  of  an  npo — 
Nouveau  Political  Outsider — was 
I  easy.  Ask  retired  General  Colin 
L.  Powell  and  millionaire  publish- 
er Malcolm  S.  Forbes  Jn  The  pair  was 
just  beginning  to  dance  into  the  camy 
tent  of  American  politics 
when  veteran  outsider 
Ross  Perot  grabbed  the 
spotUght  with  one  of  his  trademark  svu'- 
prises.  On  Sept.  25,  the  Texan  an- 
nounced the  formation  of  the  Indepen- 
dence Party,  pledging  to  give  centrist 
voters  a  choice  between  dying  Demo- 
cratic liberalism  and  Republican  Big 
Business  as  usual. 

Appearing  on  C'Nn's  Larry  King  Live 
show,  Perot  outlined  ambitious  goals  for 
the  fledgling  organization.  By  collecting 
millions  of  signatures,  he  hopes  to  get 
the  party  onto  eveiy  state  ballot  in  time 
for  the  '96  elections.  Next  April,  Perot- 
nistas  will  hold  a  national  convention  to 
anoint  an  independent  Presidential  slate. 
By  fall,  they  aim  to  splinter  the  two- 
party  system  with  a  platfoiTn  based  on 
a  Cromwellian  cleansing  of  gov 
ernment  ethics  niles,  term 
limits,  campaign  finance 
reforms,  and  strict 
budgetary  discipline 
Perot  supporters 
are  convinced  his 
money  and  grass- 
roots organization 
fonn  a  natural  ba- 
sis for  a  new  pop- 
ulist party  that's 
consei-vative  on  eco- 
nomic issues  but  lib- 
ertarian on  social  is 
sues.  "This  country 
ready  for  a  new  insurgen- 
cy," says  Connie  Smith,  Wash- 
ington state  directoi'  for  Per- 
ot's United  We  Stand  America 
(UWSA).  But  the  key  to  suc- 
cess could  be  lui'ing  Powell 
onto  the  ticket:  In  a  new  iiSA 
Tbr/ovy/CNN/Gallup  poll,  the  general  beat 
Clinton  running  as  a  Republican  (54% 
to  39%)  and  ran  a  dead  heat  against 
him  as  a  third-party  candidate  (table). 

Although  Republican  pols  dismiss 
Perot's  gambit  as  an  ego  trip,  Perot 


HOW  VOTERS 
LINE  UP... 

DATA  CM/USA  TODAYIWIW?  POll 
Of  1,012  ADULTS  ON  SEPT  22-24 


begs  to  differ.  "I  do  not 
need  a  Third  Party," 

he      told  BUSINESS 

wb:ek.  "If  I  wanted 
to  run  for  President, 
I  could  run  as  an  in- 
dependent." House 
Speaker  Newt  Ging- 
rich doesn't  buy  that. 
He  calls  Perot's  third 
party  "a  fantasy  of 
delusion." 
But  Republicans  may 
be  miscalculating  by  assimi- 
ing  that  Perot  will  eventually 
decide  to  mn  again.  Aides  say 
Perot  now  realizes  he  is  too 
polarizing  a  figiu'e  to  sei-ve  as 
moi"e  than  a  cheerleader  for 
the  new  revolution.  "You  need 
a  person  like  Perot,  but  who  can  tran- 
scend Perot,"  says  Norris  Clark,  a  New 
Jersey  USWA  organizer 

Privately,  analysts  concede  that  if 
Perot  stays  off  the  ticket,  confines  his 
efforts  to  fund-raising,  and — most  im- 


J 


portant — attracts  a  front-rank  nomii  g 
to  head  the  dissident  group,  his  decla 
tion  of  Independence  could  yet  shs  ( jfi 
the  Estabhshment. 

How?  A  new  party  could  lend  str 
ture  to  the  heretofore  formless  po]  |  jj  ^ 
list  movement.  That  in  turn  could  foi  fff.,. 
Democrats  and  Republicans  to  pi 
more  aggressively  for  goveniment 
forms.  And  by  splitting  the  '96  oppc 
tion  to  Bill  Clinton,  the  rump  pai 
could  hurt  GOP  chances  of  winning  hi 
the  White  House.  "It  would  just  h 
reelect  Clinton,"  says  W.  Wayne  All 
CEO  of  Phillips  Petroleum  Co.,  who  cj 
Perot's  new  pirouette  "a  disaster" 
SNEAK  ATTACK.  All  along,  the  Pre 
dent's  political  advisei's  reckoned  tl 
his  reelection  chances  were  slim  unli 
Perot  became  a  player  "The  operat 
theoiy,"  says  Democratic  consultant  1 
vid  Axelrod,  "is  that  if  you're  an  i 
popular  incumbent  and  there  are  t 
outlets  for  disaffection  instead  of  o 
that's  good." 

Still,  Clinton  aides  fret  that  Peil^ ' 
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it  entice  Powell  onto  the  Indepen 
!e  ticket.  The  anxiety  grew  on 
t.  26,  when  Powell  said  he 
Id  seriously  consider  a  Perot 
•ture.  "The  most  important 
g  is,  who's  the  standard- 
•er?"  says  a  Clinton  advis-  / 
If  Perot  gets  Colin  Powell,  i 
's  one  thing.  If  it's  Zasu  ; 
3,  that's  anothen" 
erplexed  Republicans  view  \ 
3t's  third-party  bid  as  a  \ 
ik  attack  that  comes  just  as 
'  are  voting  on  key  elements 
tieir  revolution.  Perot  partisans 
iter  that  the  gop  has  failed  to  deUv- 
he  changes  that  drive  their  protest 
'ement:  a  ban  on  special-interest 
paig-n  contributions,  stiff  new  lob- 
ig  curbs,  a  balanced-budget  amend- 
it,  and  term  limits.  "Republicans 
't  get  it."  says  New  York  pollster 
don  S.  Black.  "Perot  people  see  their 
!ptance  of  special-interest  money  as 
rm  of  bribery." 

'or  months,  Perot  supporters  seethed 
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over  reports  that  corporate  lobbyists 
were  helping  to  draft  gop  legislative  in- 
itiatives. Anger  gi-ew  when  campaign 
reports  showed  Republicans  racking  up 
record  contributions  from  business.  But 
the  catalyst  foi'  Perot's  third-paity  lunge 
was  a  series  of  looming  deadlines  for 
winning  a  spot  on  the  '96  ballot  in  Cali- 
fornia and  other  key  states. 


TOGETHER  AGAIN:  Ross  Perot  declares 
his  Independence  on  Larry  King  Live 

Political  pros  think  Perot's  supporters 
will  have  little  trouble  gaining  ballot 
access.  The  gi-eater  difficulty  will  be  at- 
tracting top  talent  to  the  Independence 
banner  Powell  aside,  the  Perotnistas 
hke  Senator  Bill  Bradley  (D-N.J.),  for- 
mer Oklahoma  Senator  David  L.  Boren, 
and  ex-Connecticut  Governor  Lowell 
Weicker  Jr.  But  these  erstwhile  cham- 
pions lack  Powell's  charisma  and  name 
recognition — and  most  are  turned  off 
by  Perot's  fervent  economic  national- 
ism. "The  party's  anti-NAFTA  stance  will 
take  away  a  lot  of  potential  support- 
ers," says  former  Senator  Paul  Tson- 
gas.  Perot,  however,  says  his  new  plat- 
foiTn  omits  any  reference  to  trade  policy. 
"That  is  not  on  the  list,"  he  says. 

Beyond  doubts  about  Perot's  role  are 
some  money  concerns.  Major-party  can- 
didates will  enter  '96  with  public  cam- 
paign funds  and  $60  million  war  chests. 
But  if  he  turns  UWSA  into  a  party,  Pei"- 
ot's  ability  to  undei-write  the  gi-oup  will 
be  hampered  by  election  rules  that  Um- 
it  gifts  to  political  organizations. 
VOLATILE.  Although  obstacles  facing  the 
Independence  Party  are  formidable — 
and  Perot's  ability  to  hold  his  ego  in 
check  remains  miknown — business  lobby- 
ists caution  that  Corporate  America 
would  be  foohsh  to  ignore  this 
latest  insurgency.  "People 
who've  operated  for 
years  inside  the  Belt- 
way by  buying  Con- 
gress are  in  for  a 
rough  time,"  pre- 
dicts John  J.  Mot- 
ley, executive  vice- 
president  of  the 
Air  Ti'ansport 
Assn.  "Big  Business 
doesn't  understand 
that  this  movement 
could  significantly  di- 
minish its  power." 
No  one  can  yet  divine 
whether  the  Perot  move- 
ment will  prove  an  endiuing 
force,  but  Republicans  and 
Democrats  alike  say  it's  the 
harbinger  of  a  volatile  new 
era  in  U.S.  politics — one  in 
which  multiparty  races  may  become  the 
norm  rather  than  the  exception.  That 
means  the  two  parties  that  have  domi- 
nated elections  since  the  Civil  War  could 
be  at  risk — along  with  the  enviable 
stability  of  the  American  system. 
By  Lee  Walczak,  with  Richard  S.  Dun- 
ham, Susan  B.  Garland,  Mary  Beth  Re- 
gan, and  Mike  McNamee  in  Washinc/ton 
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CANDIDATES 


STEVE  FORBES:  IF  DOLLARS 
WERE  VOTES... 

But  as  a  late  starter,  he  may  face  insurmountable  obstacles 


M 


Ialeohn  S.  "Steve"  Forbes  Jr. 
couldn't  quite  contain  himself.  "I 
don't  want  to  bore  you  with  an 
arcane  discussion  of  monetary  policy," 
he  apologized  to  a  call-in  radio  show 
audience  in  Des  Moines,  where  he 
kicked  off  his  Presidential 
campaign  on  Sept.  26. 
"But...." 

Then  the  multimillionaire  magazine 
magnate,  the  newest  of  10  announced 
candidates  for  the  Republican  Presi- 
dential nomination,  was  off  and  run- 
ning. The  gold  standard  is  "a  compass 
that  will  keep  the  dollar  stable."  The 
International  Monetary  Fund  is  guilty 
of  "economic  malpractice."  The  Trea- 
sury Dept.  should  never  have  "encour- 
aged the  Mexican  Central  Bank  to  de- 
value the  peso." 

NO  MIRACLES.  Arcane,  maybe.  But  the 
telephone  lines  lit  up.  Callers  wanted  to 
know  more  about  f^rbes's  views  on 
the  World  Trade  Organization  and  his 
proposed  flat  17%  income-tax  rate.  At  a 
press  conference  later  that  day,  Ro- 
sanne  Freeburg,  a  retired  Cedar  Rap- 
ids kindergarten  teacher  and  grand- 
mother of  10,  showed  up  to  question 
him.  She  had  heard  him  discuss  the 
gold  standard  on  her  car  radio  and 
wanted  more  details. 

Only  in  Iowa.  lowans  take  their  role 
as  the  first  state  to  caucus  (on  Feb. 
12)  very  seriously.  And  they're  neither 


ELECTION  '96 


haphazard  about  the  process  nor  unin- 
formed about  economics.  After  all,  Iowa 
farmers  traded  in  derivatives  con- 
tracts— cattle  futures  and  pork  bellies — 
long  before  they  wei-e  hyped  (and  bun- 
gled) by  Wall  Street. 

Straight-talking  politi- 
cians are  favored  here. 
That's  why  Forbes's 
slightly  rumpled  look,  his  earnest  talk 
of  "returning  power  to  the  people  fi-om 
whence  it  came,"  and  his  Reaganesque 
message  of  "work,  faith,  hope,  family, 
trust,  and  teamwork,"  might  turn  a 
few  undecided  heads. 

But  running  a  successful  campaign 
in  Iowa  requires  lots  of  volunteers  to 
get  out  caucus  voters.  And  many  activ- 
ists ah-eady  are  committed  to  other  Re- 
publican candidates.  "We've  got  to  go 
out  and  find  the  traditional  voter  who 
has  not  been  active,  and  juice  him  up," 
says  William  Dal  Col,  his  campaign 
manager.  Even  the  candidate  isn't  ex- 
pecting a  miracle.  "Given  the  time  I 
started,  I'm  not,  I'm  told,  expected  to 
do  well  here,"  says  Forbes. 

That's  an  understatement.  P\jrbes 
has  no  political  experience  and  no  field 
organization.  And  he  doesn't  seem  to 
know  who  to  glad-hand  yet,  either. 
When  announcing  his  candidacy  at  the 
Savery  Hotel  in  Des  Moines,  Forbes 
personally  gi-eeted  every  media  repre- 
sentative at  the  press  conference — in- 


Malcolm  S.  Forbes  Jr. 


BORN:  July  18,  1947,  in  Morristown,  N.J 
FAMOUS  FATHER:  Malcolm  Forbes 
EDUCATION:  B.A.  in  history,  Princeton 
University,  1970 

OCCUPATION:  President  of  Forbes  Inc.; 
Forbes  Editor-in-Chief 
FAMILY:  Wife,  the  former  Sabina  Beekman, 
five  daughters 


"STEVE'S  HOBBY  IS  PUBLIC 
POLICY,"  SAYS  AN  AIDE 
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eluding  the  television  cameramen. 

The  candidate  does  have  some  b: 
advantages:  Forbes  says  he  is  williiijtti 
to  drop  $25  million  of  a  personal  fo  fcrtli 
tune  estimated  at  $400  million  on  hpw.'  he 
campaign,  if  that's  what  it  takes 
spending  his  own  cash,  Forbes  avoi( 
the  burdensome  paperwork  requir 
ments  imposed  when  a  candidate  a 
cepts  matching  funds.)  And  Forb( 
plans  to  make  up  for  his  grassroo' 
shortcomings  by  leaning  on  talk  shov 
and  TV  advertising. 

Is  America  ready  to  embrace 
Princeton  plutocrat  with  a  chateau 
France,  a  151-foot  yacht  on  the  Hu(|i2l 
son,  and  an  entire  island  in  Fij 
Forbes  aides  like  to  point  out  that  liters 
inherited  the  expensive  toys  from  h 
father,  Malcolm  Sr.,  who  died  in  199  nk\ 
leaving  control  of  the  entire  Forb(  fe 
media  empire  to  the  oldest  of  his  foi  mi\\ 
sons.  Steve,  as  he  prefers  to  be  calle 
drives  a  station  wagon  with  100,0( 
miles  on  the  odometer  and  doesn't  u; 
the  hot-air  balloons.  "Steve's  hobby 
public  policy,"  insists  an  adviser. 
"REAL  INTELLIGENCE."  In  fact,  Forb( 
is  gathering  some  praise  from  businei  tfJilie 
leaders,  if  not  money  and  endorsement 
Tandy  Chief  Executive  John  V.  Roa< 
says  the  publisher  "will  add  some  re 


intelligence  to  the  debate  over  econor  mm 


ic  issues."  And  Stanley  Dempsey,  ceo 
Denver-based  Royal  Gold  Inc.,  a  go 
exploration  company,  is  enthusiastic- 


surprise — that  the  candidate  has  mac  fcujiKj 
a  return  to  the  gold  standard  a  maj( 
campaign  theme  (page  37).  "It's  a  fres 
new  idea,"  he  says. 

Forbes  isn't  the  first  millionaire 
ti'y  to  win  the  Republican  sweepstab 
without  federal  matching  grants 


1980,  ex-Texas  Governor  John  B.  Coi  t•THE^ 
nally  turned  down  public  financin  (it't,j|j 
spent  $11  million,  campaigned  hard  : 
six  states — and  wound  up  with  ju; 
one  delegate.  Given  his  late  star 
Forbes  wdll  have  to  struggle  to  lea^ 
Iowa  with  even  that  many.  K]. 
By  Paul  Magmisson  in  Des  Moiru  ^^'^ 
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IPAIGN  ISSUES 


E  FAKE  GLIHER 
A  GOLD  STANDARD 

a  gold  benchmark  is  too  rigid  for  the  global  economy 


1896  In  his  run  for  the 

Presidency,  Democrat 
William  Jennings  Bryan 
pledges  to  end  America's 
adherence  to  a  strict 
gold  standard. 


,  for  the  good  old  days  of  the  gold 
tandard:  price  stability,  sound  mon- 
y,  and  low  interest  rates.  Little 
er  that  Republican  Presidential 
date  Steve  Forbes  waxes  nostalgic 

return  to  the  past.  "As  we  did 
ghout  our  nation's  histoiy  until  the 
60s,  we  must  tie  the  value  of  the 
•  to  a  fixed  meas-  . 
such  as  gold,  so 
1  dollar  today  will 
orth  a  dollar  to- 
Dw,"  he  declares, 
lit  a  minute.  If  life 
c  a  gold  standard 
really  so  great, 

come  the  U.  S. 
ly  dropped  it  in 
and  completely  se- 
i  links  between 

and  foreign  ex- 
?e  rates  in  1971? 
cs  of  the  metal's 
ical  luster,  includ- 
resent  and  fonner 
Ders  of  the  Feder- 
iserve  Board,  say 
eading  of  history 
des  the  answer, 
oring  the  dollar  to 
didn't  produce  the 

days  that  gold's 
lovingly  recall, 
ue,  there  were 
5  of  economic 
ity  after  the  U.  S. 
;ed  the  gold  stan- 

in  1871  (table), 
there  were  also 
ing  crises,  panics, 
jssions,  and  defla- 
,  In  fact,  the  gold 
lard  may  have  precipitated  down- 
■  by  keeping  money  tight  and  kill- 
emand.  And  during  tliis  century's 
t  events — the  World  Wars  and  the 
:  Depression — gold  standards  were 
)ped.  "Maybe  the  good  old  days 
n't  so  good,"  says  economist  Wil- 
P.  Sterling,  a  managing  dir-ector  of 
Associates,  an  investment  firm. 
-OF-THE-PANTS.  Forbes  and  his  co- 
of  gold  advocates  view  history  dif- 
tly.  But  they  aren't  calling  for  a 
•n  to  a  full  gold  standard,  under 
1  a  dollar  can  be  converted  into  a 

amount  of  the  precious  metal, 
er,  they  want  to  use  gold  as  a 
timark  to  ensure  that  the  federal 


government  pursues  zero-inflation  eco- 
nomic policies. 

Here's  how  it  would  work:  The  gov- 
ernment would  set  gold  at  a  fixed  price, 
say  the  current  price  of  $385  an  ounce. 
Then  the  Federal  Reserve,  using  gold  as 
a  siuTogate  consumer  price  index,  would 
be  required  to  move  interest  rates  to 

THE  GOLD 


STANDARD'S  RISE 
AND  FALL 

1821  Britian  adopts  the 
gold  standard.  The  U.S. 
follows  in  1871. 


-jm- 


1971  President  Nixon 
ends  the  gold  standard 
completely. 

maintain  the  target  fig- 
ure.   A    rising  price 
would  signal  inflation, 
forcing   the   Fed  to 
raise  rates;  falling  pric- 
es would  trigger  an 
easier  monetary  policy. 

Wliy  link  the  world's  larg- 
est economy  to  gold?  Because  it's  recog- 
nized ai'ound  the  world  as  a  unique  com- 
modity that  holds  its  value,  argues 
economic  consultant  Jude  Wanniski,  a 
Forbes  adviser.  "Gold  is  a  proxy  for  all 


prices,"  he  says.  With  the  Fed  conduct- 
ing monetaiy  policy  largely  by  seat-of- 
the-pants  guesses,  "we  need  a  single 
known  rale"  for  central  banks,  he  adds. 

But  the  simplicity  of  the  nile  is  not  a 
virtue,  it's  a  major  problem,  counter 
critics.  Today's  complicated  global  econ- 
omy doesn't  lend  itself  to  an  inflexible 
monetary  rule.  These  days  any  inter- 
national crisis  could  drive  up  the  price 
of  gold  without  signaling  inflation.  For 
instance,  when  the  Mexican  peso  col- 
lapsed last  winter,  the  price  of  gold 
jumped.  Under  a  gold  standard,  the  Fed 
would  have  been  forced  to  increase 
interest  rates,  which  could  have  sent 
the  economy  into  a  recession.  "Gold  was 
an  ideal  standard  a  century  ago  but  no 
more,"  says  former 
Fed  Vice-Chairman 
Manuel  H.  Johnson. 
"You  have  more 
speculators,  volatile 
markets,  sophisticat- 
ed traders,  fluctuat- 
ing gold  suppUes,  and 
too  many  other  vari- 
ables to  depend  on 
one  lule." 

Critics  also  say  a 
gold  standard  as- 
sumes that  preserv- 
ing the  dollar's  value 
should  always  be  the 
federal  government's 
top  priority.  That 
may  be  true  for 
people  with  great 
wealth,  but  not  nec- 
essarily for  people 
in  general,  who  are 
borrowers  rather 
than  lenders.  When 
oil  piices  skyrocket- 
ed in  197.3,  U.  S.  pol- 
icymakers decided 
that  high  inflation 
was  preferable  to 
a  tight  money  re- 
sponse that  might 
have  caused  a  slump 
even  worse  than  the 
1974-75  downturn. 

Fed    Chairman  Alan 
Greenspan  was  a  gold  ad- 
vocate earlier  in  his  career. 
But  now  he,  too,  sees  the 
limitations  of  depending  on 
any   single   standard.  He 
tracks  the  metal,  but  as  just 
one  of  many  important  indica- 
tors for  steering  policy.  Like 
others  who  are  no  longer  Im-ed 
by  its  sheen,  Greenspan  has 
come  to  a  simple  conclusion:  A 
gold  standard  sounds  gi'eat  in  theory, 
but  it  no  longer  works  in  practice. 

By  Owen  Ullmann,  with  Dean  Foust, 
in  Washington 


1933  The  Depression 
forces  the  U.S.  to 
stop  converting 
currency  into  gold, 
n  1946,  it  relinks 
the  two  for  trade 
reasons. 
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DEALS 


I'M  PERFECTLY  WILLING 
TO  BE  RUN  OUT  OF  TOWN' 

Chairman  Levin  defends  the  Time  Warner-TBS  merger 

It's  not  easy  being  Time  War- 
ner Inc.  Chairman  Genry  Le- 
vin. When  Michael  Eisner 
bought  Capital  Cities/kBC  Inc.  for 
$19  billion  to  create  the  world's 
largest  media  company,  Wall 
Street  lavished  the  Walt  Disney 
Co.  chairman  with  praise.  When 
Levin  grabbed  back  (he  ''world's 
largest"  title  with  his  $7.5  billion 
takeover  of  Turner  Broadcasting 
System,  all  the  business  world 
could  talk  about  was  how  long  it 
would  take  for  him  to  lose  his 
job.  Recently,  Levin  sat  down 
with  Media  Editor  Michael  Oneul 
to  defend  both  the  deal  and  him- 
self 


Q:  Your  joint-venture  partner. 
U  S  We.st,  and  Turner  co-investors  Co- 
mcast and  Continental  Cablevision 
have  challenged  the  deed.  Ayiy  worries? 
A:  Not  in  the  least.  There  are  a  lot  of 
people  who  don't  want  this  deal  done. 
We  have  a  very  compelling  transaction 
that  has  aroused  a  lot  of  emotion.  We 
must  be  doing  something  right. 

Q:  Otiiers  hare  criticized  the  deal  as 
dilutive.  What's  your  response? 
A:  Of  course  the  stock  went  down  after 
we  announced  a  stock  transaction.  But 
we've  made  a  confident  statement  of 
how  we're  going  to  work  through  the 
dilution.  The  conversion  of  wths  into  a 
cable  station  will  generate  $100  million  a 
year.  And  we  can  distribute  a  lot  of 
Turner  [product]  for  which  they  now 
sell  off  the  rights.  If  I  stopped  right 
there,  we'd  work  it  off  in  a  short  peiiod 
of  time. 


Q:  Ted  Turner  and  John  Malone  will 
both  be  major  shareholders.  Do  they 
want  your  job? 

A:  Ted  TluTier  isn't  a  Ti-ojan  horse.  John 
Malone  is  a  passive  investor.  He  has 
given  us  his  votes.  And  [his  block  be- 
comes nonvoting]  if  something  happens 
to  me. 

I'm  radically  changing  the  sharehold- 
ing base  of  Time  Warner  to  be  media- 
oriented,  and  I  think  it's  very  healthy. 
You'll  have  35%  of  the  company  owned 
by  people  with  one  thing  in  common — 
they  understand  the  media  business  and 
the  powerful  nature  of  where  it's  go- 
ing. It's  a  suiTogate  for  when  the  Luces 
owTied  Time  or  when  the  Warner  broth- 
ers owned  that  company.  If  you're  a 
[major]  shareholder,  it's  not  that  you'll 
automatically  agree  with  me,  but  you'll 
understand  the  conte.xt.  I'd  be  out  in  a 


LEVIN^S  MINEFIELD 


second  if  I'm  not  dehvering.  But  th( 
will  be  an  understanding  that  Ti 
Warner  is  not  some  widget  company 


Q:  You've  hinted  that  you  want  to  . 
rid  of  Time  Warner's  management  f, 
doms.  How  will  you  do  that? 
A:  This  transaction  compels  a  kind| 
teamwork.  In  the  past,  I've  never  us 
the  word  "synergy"  because  there  v 
more  financial  mileage  in  growing 
individual  businesses.  The  fact  tl 
Warner  Bros,  sold  movies  to  hbo 
nice,  but  that  existed  anyway,  so  thi 
was  no  value  creation  there.  Now,  a  ', 
have  a  Warner  Bros,  that  is  mak: 
cartoons  for  the  Cartoon  Channel.  A 
instead  of  selling  Lois  and  Clark  i: 
syndication,  it  sho' 
go  on  TNT  or 
People  will  have 
be  paid  and  think 


NEW  DIRECTION 

"  It's  going  to 
get  worked 
out...  so  that 
there  is  an 
organization 
that  is  less 
hierarchical...' 
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terms  of:  "How  d 
create  value  in  thi 
networks?" 


Q:  That's  fine, 
how  do  you  actua 
change  execut 
behavior? 
Anyone  who  isn't  on  the  team  is  c 


Q:  Why  didn't  you  do  that  before? 
A:  Had  there  been  an  economic  reas 
to  do  it,  I  would  have.  Now  the  econc 
ic  reason  is  so  compelling,  I'm  not  go 
to  let  anything  get  in  the  way. 


Q:  It's  been  said  hbo  chief  Michael 
Fuchs  is  unhappy  with  his  future  n 
What  will  he  be  doing? 
A:  People  are  picking  on  that,  and  it 
mistake.  I've  made  it  very  clear  t. 
I'm  not  going  to  make  the  same  mist; 
that  we  made  with  Time  Warner — t. 
is,  we  negotiated  an  organizatio 
structure  as  part  of  the  merger.  Thi 
was  no  sensitive  appraisal  of  the  nei 
of  the  situation.  [Tliis  time]  no  one  ha 
fixed  assignment.  It's  going  to  j 
worked  out  in  an  understanding  fash 
so  that  there  is  an  organization  thai  ' 
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DEBT  Time  Warner's 
$18  billion  debt 
load — largely  left  over 
from  the  1989  merg- 
er— will  be  easier  to 
carry  thanks  to  Turn- 
er's rich  cash  flow. 
But  it  remains  a  huge 
drain  that  must  be 
reduced. 


SYNERGY?  Infight- 
ing has  prevented 
much  cooperation 
between  Time  and 
Warner.  Turner's 
assets  fit  neatly  with 
Time  Warner's  on 
paper,  but  forgmg 
real  synergy  is  anoth- 
er matter. 


CULTURES  Time 
Warner  is  comprised 
of  fiefdoms  where 
executives  are  paid  a 
king's  ransom  to  run 
bureaucracies.  Turner 
is  a  scrappy,  cost- 
conscious  entrepre- 
neurial company.  Can 
they  coexist? 


SHAREHOLDERS 

Ted  Turner  gets  10% 
of  Time  Warner.  TCI's 
John  Malone  and 
Seagram's  Edgar 
Bronfman  will  both 
have  9%  stakes.  If 
Levin  falters,  he  can 
count  on  pressure 
from  this  troika. 


PARTNERS  Levin 
has  been  struggling 
to  restructure  U  S 
West's  25%  invest- 
ment in  Time  Warn- 
er's cable,  studio, 
and  HBO  assets.  Its 
legal  challenge  to  th 
Turner  deal  compli- 
cates matters. 
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ierarchical  and  more  team-orient- 
preclict  to  you  that  everybody  will 
ite  happy. 

m've  been  under  fire  since  1992. 
do  you  deal  with  that? 
\f  definition  of  myself  is  to  do  the 
thing  even  if  I  make  a  lot  of  ene- 
Time  Warner  was  born  into  a 
'on  of  angst.  At  each  step  [since 


then]  I've  offended  somebody — I've  even 
made  mistakes.  But  no  one  can  accuse 
me  of  entrenchment  or  making  a  power 
grab  for  its  own  sake. 

Q:  People  have  said  this  transaction  is 
designed  to  buy  you  time.  Is  it? 
A:  Buying  time?  I'd  walk  out  this  door 
in  a  second.  I'd  love  to  write  the  Great 
American  Novel.  I  think  this  is  a  semi- 


nal transaction,  but  I'm  perfectly  willing 
to  be  run  out  of  town  if  the  perfor- 
mance isn't  thei'e.  I  finally  want  to  make 
a  clear  break  with  the  past  because  so 
far  it  has  been  nothing  but  people  get- 
ting upset.  It  will  never  be  the  old  War- 
ner or  the  old  Time  again.  It's  going  to 
be  something  totally  different,  as  it 
must  be.  I  believe  I'm  on  the  right 
track,  and  I'm  veiy  tenacious. 


JOHN  MALONE  ISN'T  POUTING.  HE'S  PLANNING 

■or  a  man  used  to  getting  his  sive.  That's  why  Malone  secured  a        U.  S.  The  week  before  Levin  ap- 

I  way,  it  was  a  rare  admission  of      20-year  deal  to  carry  cnn  and  other     proached  Turner,  Malone  met  Mur- 
futility.  "This  has  been  a  crum-      Turner  progi-ams  at  discounted  pric-     doch,  who  jointly  owns  a  pay-per- 

r  summer  for  me,"  allows  John         es.  And  that's  why  he  pressured  view  system  with  TCi.  "I  can't 

done.  Not  only  did  the  Tele-Com-     Time  Warner  to  market  Home  Box       imagine  anyone  I'd  rather  be  in 
mications  Inc.  chief  executive  Office  along  with  TCi's  Encore  Me-       business  with,"  says  Murdoch, 

ffer  through  Denver's  hot  season      dia,  a  package  of  15  pay  channels.  But  before  Malone  can  strike  a 

t  he  also  watched  competing  me-     The  deal  never  materiahzed,  al-  big  deal  elsewhere,  he  needs  Con- 

i  companies  sprint  ahead    agaHHBHHi^^^HHHaBBBBHBHaaaBHBBaHaBHaa^^  gress  to  approve  telecom  re- 

him  in  size  and  reach.  IflUil  MAI  AUC'C  Dll^  DJlVnilV  form  that  vdll  relax  restric- 

Not  that  Malone  didn't  JOBN  MALUNt  O  Dill  rATUAT  tions  on  the  size  of  cable 

ike  a  handsome     W .JBKIM      ■'^  .iM^^^M     ^^^I^^HH^I^H  '-''^'^P^'^^^^  ^"<^^  their 

\v\th  Time  0m^     J^jP^^HH     —  .tfflm^l  'sUP^^^^P^^^l  ability  to  own 

irner  Inc.  By  .^^BSSI^^H        ''^      j^^HRj^^H  ^^Hp  ''^I'^adcast  proper- 

ning  on  Chair-  d^^^^E^i^H  .^^^^^^^H  "^^^^  those 

m  Gerald  M.  Le-  ..^^^^K  I^^^^^^^H  ^^IK'lfl  strictions 

1,  Malone  par-        ^      I^^IHbiMI^H       •     ;ii^^^^^^^H  ^^^Hl^l  Malone  may  link  up 

'ed  his  $1.4  ''^J^IK^^^I     ^'    jHBi^l  i  ^"^V^^^l  ^^'^  ^^^^^ 

lion  stake  in         I^HHHPI^^  ^^^H         .^J^^^^E^^I         If  Seagi-am  Chairman 

rner  Broadcast-     H^^Bk^H  ,^^11    \jlKSj^^^K^^^^  f  ^Mfll^^^l   Edgar  Bronfman  Jr. 

System  Inc.        j^^^^^^KS^^^H         ""^^^^^^^^H  .ilP^^^^^^^I  ^'-^^ 

stock  and  con-    Hi^^^^HH^^^^I           il^H^H^^H                 '^^lil^^^^l  network,  figures 
jsions  worth  nearly  $3                   jj^^^,^  ^,f^^f        chairman  got  from  ^^^g^u  Ram  an  analyst  with 

lion  (table),  fetill,  while                ^.      „r        ^    i  ■  ato/  ^  i    ■   m.  maior  TCi  shareholder  Alli- 

d  Turner  and  Levin  high-  ance  Capital  Management, 

ed  for  the  cameras  on  1.  Malone's  Liberty  Media  exchanges  65  million  Further  down  the  road, 
pt.  22,  Malone  found  him-  jurner  shares  worth  $1.4  billion  for  55.6  million  Ram  says,  Malone  may 
f  cast  as  a  smaUish  inde-       j^^q  Warner  shares  worth  $2.2  billion  swap  TCi's  Liberty  Media 

ndent  in  a  fast-consoli-    Corp.  unit  for  Time  War- 

ting  land  of  giants.  TCi  2.  Liberty  Media  gets  Turner's  44%  stake  in  Sport-        ner's  cable  systems  and  its 

II  only  reaches  one  home        South,  a  regional  sports  network,  for  $60  million  14  milHon  subscribers, 
seven.  By  contrast,  the         Vi  ■  il  V  W  ^~         ~            \'  ~  I          ■  Still,  Malone  isn't  close  to 
dt  Disney  Co.  and  Capi-           ^'berty  Media  receives  an  op  ion  to  acquire  ^^^j  ^^^^ 

Cities/ABC  Inc.  merger         Ti^me  Wamer  s  Sunshine  Network  for  $14  million  _      ^^^^^  deal  with  Levin  could 
^es  Disney  access  to  4^  TCI  is  granted  a  20-year  deal  to  carry  Turner         um-avel.  Fellow  Turner  share- 

arly  every  home  in  programming  at  discount  rates  holders  Comcast  Corp.  and 

nerica.    Continental  Cablevision  Inc. 

AYING  CATCH-UP.  But  Ma-       S.  TCI  receives  an  additional  5  million  shares  are  livid  about  the  riches 

le  is  already  plotting  to         worth  $360  million  for  giving  Time  Warner  a  six-        bagged  by  Malone  and  may 
:ch  up  with  the  big  boys.       year  option  to  purchase  Southern  Satellite,  which       file  suit  to  block  the  deaL 
i  says  he  has  been  talking      distributes  Turner's  WTBS  to  cable  operators  But  trying  to  predict  Mal- 

•  months  to  assorted  en-  one's  next  move  is  usually 

"tainment  companies,  including  though  a  joint  marketing  agreement  pointless.  For  now,  he  must  play  the 
agi-am  Co.,  parent  of  Universal         is  possible.  role  of  passive  Time  Warner  inves- 

:tures,  and  Sony  Corp.  about  a  To  catch  up,  Malone  needs  to  tor,  forced  to  turn  over  control  of  his 

nge  of  deals  that  could  include  bring  home  a  big  deal,  perhaps  hnk-     shares  to  Levin  by  laws  that  restrict 

nt  ventures  to  supply  program-        ing  TCi  with  Rupert  Murdoch's  News    the  size  of  cable  companies.  But 
ng  to  subscribers.  Corp.  The  two  talked  earlier  this         don't  expect  him  to  stand  pat.  Mal- 

Programming  is  a  must  for  Ma-        year  about  TCi  investing  in  News         one  is  not  the  type  to  let  a  crummy 
le.  Mergers  between  programmers    Corp.'s  BSkyB  Satellite  in  Britain,        summer  mess  up  his  year, 
d  distributors  may  make  program-    and  sources  say  they  have  also  dis-         By  Ronald  Ch'over  in  Los  Angeles 
ng,  cable's  lifeblood,  more  expen-      cussed  programming  ventures  in  the     and  Da  vid  Greising  in  Atlanta 
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Will  Chairman  Mike  Markkula 
shake  up  Apple  again? 


Among  close  followers  of  Apple  Com- 
puter Inc.,  he's  known  as  "the  king- 
maker." And  on  Oct.  3,  when  Ap- 
ple's board  meets  to  look  into  the 
company's  recent  string  of  product  de- 
lays and  earnings  shortfalls,  Ai-mas  C. 
"Mike"  Markkula  Jr.,  58,  the  company's 
longtime  chairman,  again  will  emerge 
from  beliind  the  thi'one  to  wield  his  con- 
siderable influence.  A  few  analysts  spec- 
ulate that  he  will  push  for  a  manage- 
ment shakeup  as  he  did  when  past 
Apple  chiefs  were  tossed  out.  Not  so, 
says  Markkula.  He  affirms  his  backing 
of  CEO  Michael  H.  Spindler,  but  as  usu- 
al, he  will  say  little  more. 

There's  little  doubt,  however,  that 
Markkula  is  stepping  up  liis  involvement 
in  the  company.  "Mike  comes  to  the  sur- 
face when  things  are  at  a  crisis,"  says 
John  Zeisler,  a  foiTner  Apple  executive 
who  is  now  a  senior  vice-president  at 
Netcom  On-Line  Communications  Ser- 
vices Inc.  Insiders  say  Marld<:ula  is  keei> 
ing  close  tabs  on  management  while  he 
pushes  for  ibm  to  link  its  OS/2  personal 
computer  software  with  Apple's  Macin- 
tosh operating  system  and  to  develop 
new  PCS  to  run  Mac  software,  (ibm  exec- 
utives say  they  have  no  such  plans.)  In 
Silicon  Valley,  meanwhile,  speculation 
persists  that  Apple  may  be  taken  over. 

Markkula  has  steered  Apple  around 
tight  comers  before.  Already  a  million- 
aire and  a  veteran  of  Intel  Corp.  when 
Apple  was  founded  in  1977,  he  wrote 


CLOUT:  its  first  business  plan 
His  vote  and  put  $250,000  into 
ousted  the  startup.  He  also 
Steve  Jobs    dnimmed  up  $3  mil-. 

lion  in  venture  fi- 
nancing. When  tilings  went  sour  in 
1981  with  Apple's  fii'st  president, 
Michael  Scott,  Markkula  stepped 
in  to  run  the  show. 

These  days,  Markkula  often 
checks  in  with  Spindler  by  phone. 
Soft-spoken  and  gentlemanly,  he 
never  dresses  down  managers. 
"He's  veiy  open  and  nonconfronta- 
tional,"  says  board  member  Ber- 
nard Goldstein.  Adds  former  Ap- 
ple research  chief  Jean-Louis 
Gassee:  "Mike  wields  influence,  not 
naked  power.  We're  talking  about 
Mr.  One-on-One.  There  are  never 
any  witnesses." 

Markkula,  however,  is  adept  at 
boardroom  intrigue.  He  cast  the 
decisive  vote  in  1985  when  co- 
foimder  Steven  P.  Jobs  was  ousted 
in  a  power  struggle  with  John 
Sculley — but  only  after  caUing  35 
Apple  managers  to  check  up  on 
Sculley.  In  1993,  Markkula  was 
the  linchpin  in  the  decision  to  toss 
out  Sculley  after  Apple's  inventories 
had  soared. 

REDWOODS  ESTATE.  In  less  turbulent 
times,  Markkula's  passions  range  widely. 
An  avid  pilot,  he  owns  acm  Aviation, 
an  aircraft  leasing  company.  His  major 
investments  include  Volant  Ski  Corp. 
outside  Denver,  maker  of  newfangled 
stainless  steel  ski  equipment,  and  Eche- 
lon Corp.,  based  in  Palo  Alto,  Calif., 
which  makes  home-  and  industrial-auto- 
mation chips. 

Another  consuming  interest  is  his  50- 
acre  spi-ead  among  the  redwoods  in  ritzy 
Woodside,  Calif.  Markkula  has  taken  in- 
ventoiy  of  the  rai'e  flora  on  the  property, 
which  was  built  by  an  eccentric  19th 
century  real  estate  baron.  He  has  also 
spent  more  than  $1  million  to  revamp  a 
Moorish-style  1920s  movie  theater,  com- 
plete with  a  gaggle  of  the  latest  audiovis- 
ual geai-  and  a  tunnel  to  a  garage  for 
guests.  Markkula's  next  job:  to  convince 
the  town  council  to  change  ordinances 
so  he  can  build  an  18,000-S(iuare-foot 
dream  house  on  the  land. 

Is  the  new  house  a  sign  that 
Markkula's  passion  for  Apple  is  wan- 
ing? Associates  insist  not,  saying  he  re- 
mains bullish.  Still,  since  the  start  of 
1994,  he  has  sold  1.6  million  shares, 
30%  of  his  holdings.  The  take  among 
computer-industry  gossips:  The  king- 
maker is  hedging  his  bets. 

By  Peter  Burrows,  with  Kathij 
Rebello,  in  San  Francisco 


STRATEGIES 

THEN  AGAIN. 
SMOTHER  ME 

In  need  of  IBM's  resources, 
Lotus  gives  autonomy  the  bo 


Sent- 
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oftfi 


ijid-lSS 


 ipany- 

lerger  plan,  take  two.  Just  th]  it 
months  after  its  $3.5  billion 
Iquisition  of  Lotus  Developmoi 
Corp.,  IBM  is  mulhng  a  radical  revis  5 
of  strategy. 

As  part  of  a  three-day  managemJwaste- 
powwow  that  began  Sept.  25.  ibm  Chs  tal,  aj 
man  Louis  V.  Gerstner  Jr.  and  team  r  ten  op 
with  top  Lotus  executives  to  hamn  «lv  s 
out  the  thorny  issue  of  how  to  mesh  t|e  \sm 
vastly  different  companies.  On  the 
ble:  a  proposal  by  Lotus  Chairman  Jinjw 
Manzi  to  consolidate  the  companies'  s(  le  Inc. 
ware  businesses  into  one  $12  billion  u  fgrouni 

That's  a  big  about-face.  Gerstner  er 
neered  the  takeover  of  Lotus  last  Jijefmed 
by  pi'omising  to  keep 
Manzi  on  board  and 
Lotus  at  aiTn's  length 
from  IBM's  stifling  bu- 
reauci'acy.  But  Manzi 
quickly  found  that 
autonomy  hampered 
his    ambitions  to 
make  Lotus  and  its 
Notes     group  ware 
program  into  viable 
challengers  to  Micro- 
soft Coip.  To  do  that, 
Lotus   needs   ibm's  MANZI:  Can  h> 
deep  pockets,  clout  carve  out  a  $1  j  iiii,,, 
with    corporations,  billion  empin  isve; 
and  teclmology  trove.  11(3 jj, 

"We  look  at  ibm  and  say,  'Look  at  tb  tiijgi, 
jewels  of  technology,  look  at  those  litiij,, 
soiu-ces ...  let  us  at  it,' "  says  Lotus  S  Uatjon;] 
ior  Vice-President  Robert  K.  Weiler,  im  j),  „  ^ 
DEFECTIONS?  Manzi  hopes  to  creatt  ior$ 
software  behemoth  within  ibm  with  h  jj  ji^ 
self  at  its  helm.  He  also  is  recomme:  (Oijff 
ing  that  key  Lotus  execs  be  gram  ^p^^^ 
broadei'  powers.  Weilei",  for  one,  is  be  r&i^f 
considered  to  head  a  combined  softwflmf  jj^ 
sales  force.  Still,  insiders  say,  Manz 
unlikely  to  win  control  of  ibm's  mass 
mainframe  software  business.  '^%\sti 
It's  not  clear  what  Gerstner  will  i^i,  i,^.  ^ 
cide  or  how  quickly.  But  top  Lotus  ex  u^ji 
utives — now  rich  from  the  deal — n  Ky^f^.'^ 
start  defecting  without  quick  action.  1  ij^jjj.^ 
is  listening.  "Lotus  is  fundament?  Krij  gjj 
changing  the  way  IBM  is  thinking,"  S!  j^^^^ 
one  IBM  executive.  The  question  ni  fOj^^^^ 
Can  it  change  the  way  ibm  operates  [jf^j,,^ 
By  Amy  Cortese  in  New  Yt 
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ZONED  OUT 


IE  WE  HAVING 
IN  YET? 

covery  Zone  tries  to  escape  a  tunnel  of  losses 

had  all  the  ingre- 

ents  of  a  bang-up 

isiness  concept.  The 

)any's  investors, 

;tors,  and  key 

igers  included 

!  of  the  same 

1  who  trans- 

ed  a  bunch  of  lo- 

.faste-hauling,  video- 

al,  and  rotisserie- 

[en  operations  into 

ly  successful  nation- 
businesses.  Indeed, 

iid-1992  when  this 
bought  Discovery 

>   Inc.,  an  indoor 

ground  chain  for 
from  its  founders, 

emed  to  bear  all  of 

hallmarks  of  Waste 

igement,  Blockbust- 

Intertainment,  and  Boston  Chick 

rhe  strategy  was  similar,  too: 

out  scores  of  company  stores 

buy  up  rivals  to  become  dom- 

:  in  a  hot  new  business. 

le  similarities  end  there.  Ever 

i  late  last  year,  when  Discovery 

:  confidently  predicted  "an  outstand- 

1995,  the  company  has  seemed  like 

wildered  kid  lost  in  a  maze  of  tun- 

and  colored  balls.  Awash  in  red  ink 

PaineWebber  Inc.  figures  may  hit 
million  on  revenues  of  $267  mil- 

this  year.  Discovery  Zone  stock,  at 

t  5,  languishes  75%  below  its  52- 

{  high.  On  Sept.  18,  the  company 

it  is  in  default  with  its  banks,  led 

•NationsBank  Corp.,  on  about  $100 

)n  in  a  revolving  credit  deal.  For  in- 

ors  such  as  H.  Wayne  Huizenga, 

I  J.  Melk,  and  former  Discovery 

;  Chief  Executive  Donald  F.  Flynn, 

episode  so  far  is  "enormously  em- 

assing,"  says  one  fiiend  of  aU  tlu-ee. 

ow,  a  new  management  team  is  tiy- 

.0  ftilfill  the  company's  promise.  Hui- 

a  and  Melk  have  left  as  directors. 

n  no  longer  has  executive  duties,  al- 

gh  he  remains  a  director.  Enter- 

nent  giant  Viacom  Inc.  has  become 

overy's  largest  shareholder,  with 

,  as  a  result  of  its  acquisition  of  the 

lerly  Huizenga-led  Blockbuster  En- 

linment  Group,  which  itself  had  be- 

3  Discovery  Zone's  largest  share- 

er  by  acquiring  much  of  the  Flynn 

ly  stake  in  mid- 1994. 
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stake  in  the  company.  Moore  says  sen- 
ior executives  are  consulting  with  Mc- 
Donald's on  how  to  upgi'ade  break- 
fast and  lunch  offerings — a  major 
shortcoming.  "If  you  can't  find  good 
coffee  and  muffins,  parents  may  find 
another  place  to  entertain  their  child," 
says  Moore. 

She  has  had  no  shortage  of  other  dif- 
ficulties to  address.  Discovery  Zone's 
main  failing,  say  several 
soui'ces  close  to  the  com- 
pany, was  hell-bent  ex- 
t  Pension  with  lax  controls, 

%aHl  capped  by  simultaneous 
acquisitions  of  the  49- 
branch  McDonald's  unit 
and  60  Blockbuster-con- 
trolled Discovery  Zone 
franchises.  Moore  says 
she  found  17  separate 
pricing  systems  in 
use  nationwide.  Com- 
puter and  accounting 
systems  were  only  re- 
cently combined.  Worse, 
says  former  Las  Vegas 
franchisee  Stephen  W. 

REDISCOVERING  FUN. 

Kids  were  yetting  bored 


In  May,  Blockbuster  began  re- 
placing most  senior  managers  and 
relocating  the  company  from  Chicago 
to  its  own  base  in  Fort  Lauderdale,  Fla. 
In  July,  Blockbuster  ceo  Steven  R.  Ber- 
rard  named  as  president  Donna  R. 
Moore,  a  veteran  retailer  with  experi- 
ence at  Motherhood  Maternity  Shops, 
Laura  Ashley,  and  Walt  Disney  stores. 
Berrard  remains  ceo. 
HELL-BENT  EXPANSION.  Moore  is  ready- 
ing a  marketing  overhaul  that  aims  to 
use  Discovery  Zone's  ties  to  Blockbust- 
er and  Viacom  to  liven  up  the  chain's 
340  U.  S.  branches.  Even  McDonald's 
Corp.  will  get  a  hand  in  the  remake. 
McDonald's  sold  its  competing  Leaps  & 
Bounds  chain  in  mid-1994  to  Discoveiy 
Zone  for  $100  million  in  stock — now  val- 
ued at  just  $27.5  million — and  a  10% 


Littig,  Discovery  Zone  seemed  tired. 
"The  kids  got  bored,  and  the  parents 
got  bored,"  he  says.  And  on  weekdays, 
business  dies:  Anywhere  from  53%  to 
68%  of  traffic  is  on  weekends. 

To  try  to  recover,  Discovery  took  a 
second-quailer  write-off  of  $72  million  to 
account  for  severances,  flashy  but  disap- 
pointing new  light  and  sound  equipment, 
and  lease  commitments  on  closed  units. 
Blockbuster  is  leading  the  debt  restnic- 
turing  talks,  and  executives  say  they 
are  confident  of  a  deal.  Store  openings 
are  slowing — to  about  10  a  year  this 
year  and  next,  about  one-third  of  the 
aggi-essive  earlier  pace. 

Moore  has  big  plans.  On  Oct.  1, 
she  will  introduce  an  annual  $49.95 
weekday  pass,  seeking  to  build  mid- 
week visits.  She  also  wants  to  develop 
activities  for  single  parents  while  their 
kids  play.  Expect  cross-promotions  vdth 
Blockbustei",  featuring  discounts  at  Dis- 
coveiy for  video  rentals,  and  advertising 
on  Viacom's  Nickelodeon  cable-TV  net- 
work pushing  Discovery  Zone.  There 
are  also  likely  to  be  tie-ins  with  the 
children's  division  of  Viacom's  Simon  & 
Schuster  book  unit.  A  key  aim,  says 
Moore,  is  simply  to  avoid  disappointing 
kids  and  parents.  "Our  favorite  line 
around  here  now  is,  you  can't  refund  a 
child's  birthday,"  says  Moore.  If  Discov- 
ery Zone  can  live  up  to  that  motto,  it 
may  yet  prove  a  profitable  adventure. 

By  Richard  A.  Melcher  in  Chicago 
with  Elizabeth  Roberts  in  Miami 
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LEGAL  FIGHTS 


JUST  HOW  FREE  IS 
FREE  SPEECH  DELAYED? 

For  the  third  week,  a  business  week  story  is  kept  on  ice 


The  case  traveled  abinpt- 
ly  to  the  U.  S.  Supreme 
Court  and  back,  busi- 
ness WEEK  journahsts  and 
lawyers  shuttled  between 
New  York  and  Cincinnati, 
the  repoiters  tiUTied  nei-vous 
participants  in  a  high-pi-ofile 
constitutional  brawl.  And  on 
Sept.  27,  a  corporate  attor- 
ney for  a  prominent  New 
York  law  ftrm  admitted  hav- 
ing provided  a  controversial 
court-sealed  document. 

The  upshot  of  it  all:  Foi-  a 
third  week,  business  week  was  barred 
from  printing  an  article  based  on  the 
sealed  document  that  is  part  of  a  suit  by 
Procter  &  Gamble  Co.  against  Bankers 
Trust  Co.  U.  S.  District  Court  Judge 
John  Feikens  says  he  will  decide  by  Oct. 
3  whether  to  vacate  or  make  pennanent 
his  injunction,  fti'st  issued  on  Sept.  13. 

The  nonaction  was  unprecedented. 
U.  S.  courts  historically  have  quickly 


■I  ^" 

THE  SOURCE:  LAWYER 
STEVEN  HOLLEY 


disclosed,"  says  Carl  A.  Ek- 
lund,  a  Denver  bankruptcy 
attorney.  "If  that  diminishes 
the  power  of  the  press,  then 
yes.  Other  people  may  see  it 
as  just  following  the  rules." 

But  the  hearings  in  Fei- 
kens' coiut  that  followed  Ste- 
vens' ruling  dwelled  little  on 
First  Amendment  concems. 
Rather,  the  judge  was  intent 
on  determining  how  the 
breach  of  court  security  had 
occmred — and  whether  the 
magazine  had  acted  illegally. 
Bankers  Trust  attorneys  argue  that  the 
sanctity  of  the  court  is  at  issue  and  that 
the  pubUcation  of  the  document  in  ques- 
tion would  iireparably  damage  the  bank. 

Ironically,  though,  the  breach  of  secur- 
ity came  ft'om  within  the  Bankers  Tioist 
camp.  In  a  Sept.  22  conference  call  with 
Feikens,  attorneys  for  the  bank  revealed 
that  messenger  records  had  led  them  to 
Steven  L.  Holley,  a  young  litigation  pait- 


overtuiTied  lower  comts 
when  prior  restraint  of 
the  press  is  at  issue. 
Yet  on  Sept.  21,  Su- 
pr-eme  Court  Justice 
John  Paul  Stevens  re- 
fused on  procedural 
grounds  to  stay  Feil<ens' 
order — even  though,  he 
noted,  "it  was  not  sup- 
ported by  the  findings 
of  fact  required." 
"TROUBLING."  Stevens' 
decision  drew  predict- 
able criticism  from 
news  executives,  who 
called  it  a  weakening  of 
the  First  Amendment. 
"It's  a  troubling  trend, 
for  all  t)f  us,"  says  Jen- 
nifer CaiToll,  executive 
editor  of  the  Burlington 
(Vt.)  Free  Press. 

Outside  America's 
newsrooms,  however, 
there  was  fcu'  less  angst. 
"Businesspeople  see  it 
differently — that  the 
courts  put  documents 
under  seal  for  a  reason, 
and  they  shouldn't  be 


CINCINNATI  STANDOFF  Tlie  two  sides  to  business  h'eek's  battle 


SANCTITY  OF 
THE  COURT 

Bankers  Trust  argues, 
and  the  court  has 
agreed,  that  publication 
of  the  document  hinders 
the  court's  ability  to 
enforce  its  own  orders. 
The  bank  also  states 
that  its  reputation  will 
be  harmed  irreparably 
if  the  information 
becomes 
public. 


ner  at  Sullivan  &  Cromwell,  a  WtJ 
Street  fii'm  acting  as  Bankers  Trust: 
outside  counsel.  Under  questioning  i 
an  earlier  heai-ing,  business  week  htj 
refused  to  reveal  Holley's  identity.  ' 

In  testimony  before  Feikens,  Holki 
said  he  had  delivered  a  copy  of  the  seal(, 
document  to  Linda  Himelstein,  BUSINE;; 
week's  legal  affairs  editor  "I  though 
that  I  was  complying  with  a  courtef! 
request  for  a  public  document,"  Hoik' 
said.  "That  obviously  was  a  tenible  mi' 
take."  Holley  said  he  did  not  realize  tli 
papers  were  confidential  until  confronU, 
by  senior  Sullivan  k,  Cromwell  partne: 
on  Sept.  21  with  the  messenger  reco: 
linking  him  to  Himelstein.  He  deni 
Himelstein's  assertion  that  she  called 
ter  the  papei-s  were  delivered  on  Sept. 
to  tell  liim  of  the  com!  seal — even  whi 
confi'onted  with  telephone  records  im 
eating  the  two  had  talked. 

Holley  said  he  had  been  reprimand* 
by  the  firm,  which  has  apologized 
Bankers  Ti'ust  and  to  the  court.  H| 
testimony,  meanwhile,  appeared  to  su; 
port  BUSINESS  week's  contention  that 
had  done  nothing  illegal  to  obtain  tl 
document — a  view  disputed  by  Banke; 
Ti"ust  attorneys.  Ultimately,  howevi 
business  week  argues  that  the  legalii 
of  the  magazine's  actions  in  obtaini: 
the  document  is  uTelevant  to  the  qui 
tion  of  prior  r-estraint.  "It's  cleai-  there 
no  evidence  of  iiTepai-able  harni . . .  s 
cient  to  justify  a  pn* 
restraint,"  said  Kennei 
Vittor,  general  couns 
for  The  McGraw-H 
Companies,  busine 
week's  parent. 

Constitutional  exper 
say  that  business  wei 
eventually  should  be  at 
to  publish  the  dispute 
article.  Yet  that  resi 
may  be  overshadow* 
by  the  fact  that  Feiker 
injimction  was  allov>?ed 
stand  as  long  as  it  hi 
Is  the  Fii'st  Amendme: 
sacred?  Given  a  mo: 
skeptical  public  and 
more  consei-vative  set 
justices,  "I  can  easOy  ii 
agine  the  Supreme  Cou 
having  a  much  differe; 
attitude  towaixl  prior  r, 
straint,"  says  Richard 
Friedman,  a  law  profe 
sor  at  the  University 
Michigan.  The  press  mi 
turn  out  not  to  be 
free,  after  all. 

By  Keith  H.  Hat 
monds  in  Cincinnati 


RIGHT  TO  PUBLISH 

business  WEEK  says  a 
desire  to  preserve  the 
court's  power  does  not 
justify  prior  restraint  of 
publication,  which  has 
never  been  upheld.  The 
press  can  be  censured 
for  disclosing  such 
documents — after 
publication — but 
cannot  be  prevent- 
ed from  pub- 
lishing. 


a  One 
'ilk 
"■ska  SI 
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ou've  been  watching  the  "Sneaker 
Network"  for  too  long.  People  run- 
;  from  machine  to  machine,  limiting 
iuctivity  and  efficiency  in  the  office. 
What  you  need  is  a  more  productive 
em.  One  where  printing,  faxing,  copy- 
and  filing/scanning  are  all  managed 
mgh  a  single  multi-function  digital 
em.  That  s  the  kind  of  Total  Document 
nagement  system  you  get  with  the 
ion  GP  Series. 

Now,  an  entire  work  group  can  han- 
all  the  tasks  network  document  pro- 
ing  requires,  from  start  to  finish,  more 


productively  than  you  ever  thought 
possible.  And  because  the  GP  Series  can 
co-exist  with  desktop  and  centralized 
computers,  you  don't  have  to  alter  your 
computing  environment  just  to  make  your 
work  environment  more  productive.  Best 
of  all,  the  GP  Series'  modular  design  lets 
you  configure  and  expand  your  Total 
Document  Management  system  to  meet 
your  needs  now  and  well  into  the  future. 

The  GP  Series  is  just  one  of  Canon's 
digital  office  system  solutions  that  will 
raise  you  to  new  levels  of  productivity 
today  and  tomorrow. 


When  the  rest  say  you  can't.  Canon 
says  you  can.  For  more  information,  call 
1-800-OK-CANON. 


kTi^i   t^ustomer  is  responsible  for  determining  the  compatibility  with  their  systems.  Optional  equipment  required.  Novell®  and  NetWare*  are  registered 
fai^d^   trademarks  of  Novell,  Inc.  TRIL  qualified  Token  Ring  Products  are  certified  for  physical  interoperability  m  multivendor  environments. 
Appro.^   ©199S  Canon  U.S.A,,  Inc. 


Canon 


News:  Analysis  &  Commentary 


COMMENTARY 


By  Michael  J.  Mandel 


HOW  IMMIGRATION  CAPS  GHOKE  OFF  GROWJH 


The  latest  Washington  push 
to  Umit  immigi'ation  is  a 
classic  case  of  how  the 
government  can  break  what 
doesn't  need  to  be  fixed.  In 
the  midst  of  one  of  the  great- 
est economic  booms  in  recent 
histoiy — high  productivity 
growth,  low  inflation,  and  ris- 
ing competitiveness — lawmak- 
ers are  proposing  to  reduce 
the  number  of  skilled  immi- 
gi'ants  to  the  U.S.  by  as  much 
as  50%.  Who  would  be  hurt 
most  by  this  move?  U.  S.  high- 
tech industries,  of  course — the 
sector  most  likely  to  employ 
high-skilled  immigrants,  as 
well  as  the  sector  most  re- 
sponsible for  the  American 
economic  renaissance. 

It's  dismaying  that  this  bid 
to  snatch  defeat  from  the  jaws 
of  victory  has  bipartisan  sup- 
port. The  latest  immigration 
reform  act  is  about  to  be  in- 
troduced before  Congress  by  a 
Republican,  Senator  Alan  K. 
Simpson  (R-Wyo.),  head  of  the 
Senate  subcommittee  on  immi- 
gration. But  the  approach  was 
fii'st  proposed  in  June  by  a  commis- 
sion led  by  Barbara  C.  Jordan,  the 
foiTner  Democratic  representative 
fi'om  Texas. 

In  addition  to  cutting  the  number 
of  skilled  immigi-ants  entering  the 
country,  the  Senate  bill  and  a  similar 
measure  in  the  House  of  Representa- 
tives would  reduce  the  overall  num- 
ber of  legal  immigrants  and  narrow 
the  grounds  for  family-based  reunifi- 
cation. But  it  is  the  new  limits  on 
work-related  admissions  that  reveal 
the  real  purpose  of  the  proposed  leg- 
islation: 'To  cap  the  number  of  for- 
eigners coming  to  the  U.  S.,  no  mat- 
ter what  benefits  they  might  bring. 
CREATING  JOBS.  It's  far  fi-om  clear 
how  Americans  would  gain  from 
these  restrictions.  According  to  a 
recent  Census  Bureau  report,  immi- 
grants with  a  bachelor's  degi'ee  or 
more  are  entering  the  country  at  a 
rate  of  about  160,000  per  year,  an  in- 
crease from  an  annual  rate  of  134,000 
in  the  1980s.  This  influx  is  the  equiv- 
alent of  an  enormous  gift  of  human 


The  high-tech  sector 
will  bear  the  brunt  of 
limits  on  skilled 
immigrants 


capital  for  the  U.  S.  If  the  average 
cost  of  a  college  education  is 
$100,000,  then  the  net  subsidy  from 
skiUed  immigi"ants  comes  to  as  much 
as  $16  biUion  annually. 

Common  sense  would  say  that  im- 
porting workers  would  take  jobs  from 
U.  S.  workers.  But  immigrant  work- 
ers do  not  just  bring  their  skills,  they 
bring  then*  spending  as  well,  and  cre- 
ate new  jobs.  For  example,  about 
one-third  of  recent  population  growth 
stems  from  irrmiigration.  Since  about 
half  of  all  settled  immigr'ants  own 
their  homes,  it's  clear  that  the  home- 
construction  industry — which  employs 


about  1  million  workers  at  an 
average  wage  of  $13  per 
hour — would  suffer  without 
immigrants. 

Some  argue  that  cutting 
the  supply  of  immigrants  will 
for'ce  U.  S.  companies  to  train 
domestic  workers  to  fill  the 
positions.  But  history  shows 
that  such  "import-substitu- 
tion" rarely  works.  In  the 
1970s,  many  developing  coun- 
tries closed  their  borders  to 
imported  goods,  such  as  com- 
puters and  steel,  in  hopes  of 
protecting  their  budding  do- 
mestic producers.  But  as  Bra- 
zil and  others  found,  the 
strategy  produced  an  ineffi- 
cient and  moribund  economy. 

Moreover,  high-tech  compa- 
nies can  easily  go  overseas  if 
they  can't  get  the  workers 
they  need  at  home.  For  exam- 
ple, Claremont  Technology 
Gr'oup  Inc.,  a  fast-growing 
systems  integration  company, 
is  about  to  set  up  a  software 
factory  in  Ireland  employing 
60  to  80  programmers.  "The 
U.  S.  is  just  not  producing 
enough  people  to  do  this  work,"  says 
Paul  J.  Cosgrave,  Claremont's  chief 
executive.  "Stopping  the  immigration 
isn't  going  to  solve  the  problem." 

The  current  wave  of  immigration- 
reform  proposals  does  have  some 
redeeming  features.  For  example, 
the  reforms  would  streamline  the 
lengthy  certification  process  that 
companies  must  go  through  to  get  a 
visa  for  a  foreign  worker.  In  ex- 
change, comparries  would  be  required 
to  put  a  significant  percentage  of  the 
immigrant's  salary — perhaps  as  much 
as  30% — into  helping  finance  training 
of  U.  S.  workers. 

But  in  most  respects,  this  is  an 
example  of  Americans'  tendency  to 
back  short-sighted  economic  policies. 
It  may  well  be  in  the  nation's  short- 
term  interest  to  keep  out  skilled  im- 
migrants who  compete  for  jobs.  Over 
the  long  haul,  though,  such  restric- 
tions will  not  help  build  a  stronger 
economy  for  the  next  generation. 


Mmidel  tracks  economic  trends. 
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We  give  companies  the  edge 
they  need  to  keep  their  retirement 

plans  on  course. 


The  Principal  Edgef 

Leadership.  The  Principal® 
services  more  401  (k)  plans 
than  any  other  life  insurance  com- 
pany. And  we've  been  the  leader  in 
providing  pension  services  for  over  a 
decade.  It's  the  edge  we  give  each  individual 
that  makes  us  the  leader. 

Steering  the  course.  The  Principal  offers 
services  and  investment  choices  for  all  kinds  of 
retirement  plans,  from  defined  benefit  to  401  (k)  to  non- 
qualified plans.  There's  a  full  range  of  guaranteed  and 
separate  account  investment  options,  all  with  a  proven 
track  record. 

All  the  right  tools.  Educating  employees  on  why  to  save,  how  much 
to  save  and  how  to  maximize  their  retirement  plans  is  a  big  responsibility. 
Our  new  retirement  planning  software  disk  DISCover  Retirement™  helps 
employees  find  answers  to  their  questions.  Our  enrollment  assistance, 
interactive  voice  response,  daily  record  keeping  and  compliance  services  mean 
even  more  ease  and  convenience.  Plus,  we  offer  a  service  satisfaction  guarantee. 

Experience.  With  over  a  century  of  experience  and  $52  billion  in  assets  under  manage- 
ment, we  guide  millions  of  employees  toward  their  financial  destination. 

The  Principal  Edge.  Give  your  retirement  plan  an  advantage  no  one  else  offers. 
The  Principal  Edge.  For  a  copy  of  the  DISCover  Retirement  disk  ($1 5.00)  or  for  more  information, 
call  1  -800-255-661 3.  Visit  our  Internet  home  page  at  http://www.principal.com  and  watch  for  a 
demonstration  of  DISCover  Retirement. 


the 


Life,  Health,  Dental  and  Disability  insurance 
Mutual  Funds  •  Securities  •  HMO/PPO  •  401  (k)  •  Annuities  •  Home  Mortgages 

©  1995  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392-0150.    Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company 

(The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC),  a  registered  broker  dealer . 
Securities  through  Principal  Financial  Securities,  Inc.  (not  available  in  all  states).  Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states). 
Home  mortgages  available  through  Principal  Residential  Mortgages.  Inc.  (not  available  in  all  states). 


In  Business  This  Week 


EDITED  BY  THANE  PETERSON 


A  SHOCKER  AT 
DUPONT 


IT  MAY  BE  A  CASE  OF  GETTIN 

out  while  the  gettin'  is  good: 
DuPont  chief  Edgar  Woolard, 
61,  shocked  company  insiders 
on  Sept.  27  by  announcing 
that  he  will  step  down  as 
CEO,  effective  Dec.  1.  The  top 
job  will  go  to  longtime  No.  2, 
John  Ki'ol,  58,  with  Woolard 
remaining  chairman  of  the 
board.  Woolard,  who  took 
DuPont's  helm  in  1992,  in  re- 
cent years  has  led  a  restruc- 
turing that  split  DuPont  into 
20  semiautonomous  units  and, 
last  year,  helped  boost  earn- 
ings some  65%.  So  far,  Du- 
Pont is  on  track  for  earnings 
gains  of  about  25%,  to  $3.4 
bUlion,  on  revenues  of  $44  bil- 
lion this  year.  Krol,  vice-chaii- 
man  since  1992,  is  expected 


CLOSING  BELL 


VROOM!  GLOOM 

Given  that  Milwaukee-based 
Harley-Davidson  has  a  6-  to 
24-month  order  backlog  for 
cycles,  shareholders  should 
be  in  hog  heaven.  But  shares 
fell  15%,  to  just  over  $25, 
after  a  Sept.  21  announce- 
ment that  third-quarter  sales 
of  parts  and  accessories  will 
disappoint.  The  problem: 
Harley's  apparel  isn't  selling 
well.  Investors  may  be  over- 
reacting, analysts  say:  Appa- 
rel makes  up  only  35%  of 
Harley's  parts  and  accesso- 
ries biz,  which  has  been  ex- 
panding at  a  25%  annual 
compound  rate  for  nine  years. 

HARLEY  DAVIDSON'S 
30  STOCK  PRICE 


SEPT.  1  SEPT,  26 

A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


to  continue  Woolard's  basic 
strategies. 

ALCATEL  ALSTHOM  IS 
REWIRING  

MORE  TELECOM  RESTRUCTUR- 

ing,  this  time  abroad.  Serge 
Tchuruk,  the  new  CEO  at 
France's  Alcatel  Alsthom, 
said  on  Sept.  27  that  his  com- 
pany will  lose  $256  million  for 
the  first  six  months  of  1995 
and  admitted  that  the  world's 
largest  telephone-switch  mak- 
er probably  won't  turn  a 
profit  before  1998.  Restruc- 
turing charges  by  then  are 
likely  to  hit  $3.7  billion.  Add 
goodwill  write-offs  of  up  to 
$2.5  billion  and  the  total  bill 
will  top  $6  billion.  "We're  do- 
ing a  cleanup  operation,"  says 
Tchuruk,  who  took  over  last 
May  after  a  series  of  scan- 
dals forced  fomner  ceo  Pieire 
Suard  to  resign. 

CYRIX  OUTPACES 
THE  PENTIUM 

FINALLY,  NO.  2  GETS  A  BREAK. 

Cyi'ix,  the  Avis  among  don- 
ers of  Intel  chips,  got  a  boost 
on  Sept.  25  when  market 
leader  Advanced  Micro  De- 
vices disclosed  that  its  ver- 
sion of  Intel's  Pentium  chip 
won't  be  ready  until  the  sec- 
ond quartei-  of  1996.  Taking 
its  cue,  Cyrix  plans  to  an- 
nounce on  Oct.  9  that  in  De- 
cember it  will  ship  a  speedy 
new  Pentium-compatible  chip 
that  will  give  AMD — and  In- 
tel— fits.  Reason:  it  is  1.2  to 
1.3  times  faster  than  an 
equivalent  Pentium.  Analysts 
say  Cyrix,  with  about  7%-  of 
the  486  chip  market,  could 
snatch  u])  to  10%  of  the  Pen- 
tium market  next  year 

FREDDIE  NO-FRILLS 
FLIES  AGAIN 

REMEMBER  FREDDIE  LAKER? 

He's  the  Brit  whose  Skytrain 
service  between  New  York 
and  London  launched  no-frills 


HEADLINER:  VAMP 


CHANEL  HITS  THE  NAIL  ON  THE  HEAD 


Madonna  and  Uma  caught 
on  over  a  year  ago.  Fash- 
ion victims  on  the  coasts 
were  hip  to  it  last  sum- 
mer. By  now,  any 
woman  who  has  a 
passing  acquain- 
tance with 
Vog2ie  knows  it 
is  the  fall's 
must-have. 

The  object  of 
their  desire: 
Vamp,  a  nail  color  by 
Chanel.  Once  a  choice  only 
Elvira  would  make,  the 
$15  black-red  polish  is  so 
hot  it  is  sold  out  at  many 
of  Chanel's  500  U.  S.  cos- 
metic counters.  "It  is  a 
can't-live-without-it  phe- 
nomenon," confirms  a 
Chanel  spokeswoman. 

Vamp  first  appeared  on 
the  Paris  runways  in 


March,  1994,  after  a  Chanel 
makeup  artist  mixed  up  a 
batch  backstage.  Vamp's 
success  is  a  product  of 
the  industry's  back- 
to-glamor  strate- 
^     gy,  says  Pruden- 
tial analyst 
Bonita  Austin. 
After  seven 
years  of  flat 
sales,  1995  cos- 
metics unit  volume 
is  up  2%  and  prices 
5%,  she  says.  Chanel 
doesn't  reveal  sales,  but  it 
says  Vamp  has  doubled  its 
nail-color  business. 

For  the  Vamp-aware, 
getting  the  polish  is  what 
matters.  The  next  chal- 
lenge: landing  a  $19.50 
tube  of  Chanel's  brand- 
new  lipstick,  Very  Vamp. 

By  Deidre  A.  Depke 


air  travel  in  1977.  Now,  he's 
back.  He's  planning  a  Decem- 
ber launch  of  a  three-jet  fleet 
that  will  fly  between  England 
and  Florida — ^just  in  time  for 
winter  vacationers.  Skytrain 
collapsed  in  1982  amid  fierce 
price-cutting,  but  Sir  Fred- 
die has  a  deep-pockets  backer 
for  the  latest  reincarnation  of 
Laker  Au-ways:  Texas  oil  mil- 
lionaire and  Coastal  Chair- 
man Oscar  S.  Wyatt  Jr  The 
pair  have  been  friends  for  30 
years.  If  the  sunshine  route 
takes  off,  Laker  hopes  by 
May  to  expand  the  airline's 
service  to  Italy  and  Gennany. 

ANEWC-NOTETO 
FOIL  CROOKS 

ATTENTION,   HIGH  ROLLERS: 

On  Sept.  27,  the  Ti-easury 
and  the  Federal  Reserve  un- 
veiled a  redesigned  $100  bill, 
due  to  enter  cii'culation  early 
next  year  The  most  visible 
change:  a  larger,  off-center 
portrait  of  Ben  Franklin.  To 


stymie  counterfeiters,  tl 
$765,000  redesign  adds  secu 
ity  features  such  as  ink  th 
shifts  color  from  green 
black  when  viewed  at  an  a 
gle,  a  security  thread  th 
glows  red  in  ultraviolet  ligl 
more  microprinting,  and 
new  watennark.  Similai'  ove 
hauls  are  in  the  works  f 
the  $50,  $20,  $10,  and  $5  bil 
Ti'easury  Secretary  Robe 
Rubin  and  Fed  Chairmi 
Alan  Greenspan  stressed  th 
old  $100  bills  won't  be  r 
called  or  devalued. 

ETCETERA... 


H  Baltimore  Gas  &  Electi 
and  Potomac  Electric  Pow 
are  merging. 

■  More  consumer-produc 
restructuring:  Dial  plans 
close  six  plants,  lay  off  70( 

■  Argentina's  President  sa 
Economy  Minister  Domini 
Calvallo  will  stay  on. 

■  Microsoft  signed  with  Fi 
amount  to  offer  Star  Tr 
over  its  new  online  servici 
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Countless  business-to-business 


media  decisions  were  made 


ast  year.  This  is  for  those 


who  made  the  best. 


Business  Week  is  proud  to  be  the  sponsor  of  the  new  Business-to-Business  Media  Strategists  Awards. 
This  unique  program  honors  those  media  professionals  who  have  demonstrated  unsurpassed  excellence  in 
business-to-business  media  planning. 

A  panel  of  editors  from  Advertising  Age's  Business  Marketing  magazine  has  selected  the  top  25  business-to-business 
media  professionals  for  the  year.  The  criteria:  excellent  use  of  new  media,  creative  planning,  innovative  research  and 
measurement  techniques,  and  consistency  in  meeting  and  exceeding  client  objectives. 

As  Business  Week  delivers  more  decision  makers  than  any  other  business  magazine, 
we  appreciate  the  complexities  of  business-to-business 

marketing.  Congratulations  to       ^^^^\^m  ^^^gz^  W^^J^i^t^^^S 
all  of  this  year's  winners.  j^^gj^flf'^^.^^fl 


A  gala  awards  presentation,  ' 
hosted  by  Robert  Klein,  will  be  held 
in  Chicago  this  October  to  honor  the  winners. 
Be  a  part  of  the  festivities:  Call  (2 1 2)  2 1 0-0283 
to  reserve  your  spot! 


^1 


MEDIAE- 


BusinessWeek 


Beyond  news.  /ntell!ge?ice. 


©  1995,  by  The  McGraw-Hill  Companies,  Inc. 


A  Dtftiton  o/  / /it  McGroH- Hiii  (  '»n/w'ik' 


Washington  Outlook 
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THE  aUIRKY  SUPPLY  SIDER 
WHO'S  SHAPING  TAX  POLICY 


William  V.  Roth  Jr.,  the  Senate  Finance  Committee's 
new  chairman,  hardly  cuts  an  imposing  figure.  An  in- 
troveil  knowTi  for  his  quirks — he  campaigned  last  year 
in  the  constant  company  of  his  two  Saint  Bemaixls,  Hagar  the 
Honible  and  Thor-T^unami — the  74-year-old  Delawai'e  Repub- 
lican has  rarely  captured  the  limelight  durijig  his  25  years  in 
the  Senate.  No  wonder  Capitol  Hill  wags  are  dismissing  him 
as  a  caretaker  chaimian  who  will  be  the  lapdog  of  Senate  Ma- 
jority Leader  Bob  Dole  (R-Kan.). 

That  is  a  snap  judgment  critics  may  regret.  "If  anybody 
thinks  he's  Milquetoast,  they'll  soon  learn  bet- 
ter," says  Grover  G.  Noi-quist,  president  of 
Americans  for  Tax  Reform  and  a  backer  of 
the  GOP  revolution  of  House  Speaker  Newt 
Gingrich  (R-Ga.).  "He's  a  strong  guy  with 
strong  beliefs." 

Those  convictions  wall  soon  go  on  display  as 
Roth  reshapes  the  tax  bill  that  will  emerge 
from  CongTess  this  fall.  His  predecessor  as 
chairman.  Bob  Packwood  (R-Ore.),  was  a  motl- 
erate  who  preferred  deficit  I'eduction  to  tax 
cuts  and  dealmaking  to  ideology.  Roth,  by 
contrast,  is  an  ardent  supply  sider  who  co-au- 
thored the  1981  Kemp-Roth  tax  cuts,  which 
became  the  centerpiece  of  Reaganomics.  "I've 
always  been  a  strong  supporter  of  tax  cuts  and  will  continue 
to  be,"  he  vows.  Such  talk  has  cheered  atlvocates  of  sigTiificant 
tax  reductions.  "We  have  a  chairman  of  the  committee  who  is 
really  committed  to  tax  cuts,"  smiles  Senate  Majority  Wliip 
Ti-ent  Lott  (R-Miss.). 

DELIVERING  THE  GOODS.  Indeed,  in  his  fii'st  weeks  running 
the  Finance  panel.  Roth  has  pushed  three  pet  pi'ojects  that 
were  low  on  Packwood's  wish  list:  a  cut  in  the  capital-gains 
tax  rate,  inheritance-tax  relief,  and  expanded  eligibility  for  In- 
dividual Reto'ement  Accounts.  Other  Roth  priorities:  reduction 
of  the  alternative  minimimi  tax  for  corporations  and  expansion 
of  the  home-office  tax  deduction. 


ROTH:  \  'i't('ixni  tax  c/itfci 


Deliveiing  such  bold  changes  may  be  tough.  Although  Co 
gress'  budget  blueprint  calls  for  a  $245  billion  cut  over  sev( 
yeai's,  the  final  measure  Roth  will  begin  crafting  in  eaiiy  0 
tober  may  be  smaller,  because  the  gop  is  having  trouble  flu 
ing  all  the  savings  it  promised  in  order  to  balance  the  budg 
by  2002.  Does  the  low-key  Roth  have  the  acumen,  energy,  ai 
respect  to  cut  Packwood-style  deals  behind  the  scenes?  "Tl 
jury  is  still  out  on  Roth,"  worries  one  business  lobbyist. 

Just  another  foolish  case  of  underestimating  Bill  Rot 
counter  his  defenders,  who  point  to  his  bipartisan  consensu 
building  on  reinventing  government  legisl 
tion  last  year  and  regulatory  reform  th 
spring.  "Somehow,  people  have  the  impre 
sion  that  he  can't  put  together  a  deal,"  sa: 
Senator  Alfonse  M.  D'Amato  (R-N.Y.) 
think  he's  going  to  do  extraordinarily  bett 
than  people  think." 

While  Dole  will  gaiide  the  committee's  co 
sideration  of  such  politically  volatile  issues 
welfare  and  Medicare — never  Roth's  sped? 
ities — he's  given  the  new  chairman  wide  la 
tude  on  taxes  as  long  as  (;op  targets  are  m( 
And  Roth's  clout  seems  certain  to  gi'ow  ne 
year  as  Republicans  push  for  a  massive  ove 
haul  of  the  federal  tax  code.  While  he  h 
yet  to  endorse  eithei-  a  flat  tax,  as  proposed  by  House  Majc 
ity  Leader  Richard  K.  Armey  (R-Tex.),  or  a  national  sal 
levy,  advocated  by  House  Ways  &  Means  Committee  Chai 
man  Bill  Archer  (R-Tex.),  Roth  insists  he'll  settle  for  nothii 
less  than  radical  change.  "Nothing  infuriates  people  ba^ 
home  more  than  this  complex  tax  situation,  which  no  oi 
undei'stands  or  feels  is  a  good  deal,"  he  says. 

Roth's  zeal  elates  gop  revolutionaries,  who  saw  Packwo^ 
as  an  obstacle  to  slashing  government  down  to  size.  Now  vri 
another  committed — though  quirky — ideologue  on  the  ft'o 
lines,  victoiy  seems  that  much  closer  at  hand. 

By  Richard  S.  Dunham,  ivitli  Mary  Beth  Regc 


CAPITAL  WRAPUP 


RUBIN'S  STREET-WISE  HIRE 

►  Treasury  Secretary  Robert  E.  Ru- 
bin has  tapped  Assistant  Defense 
Secretary  Joshua  Gotbaum  to  develop 
economic  policy  for  Treasury.  At  the 
Pentagon,  the  ex-partner  at  Lazard 
Freres  &  Co.  analyzed  the  impact  of 
the  defense  industry's  restructuring. 
Gotbaum  is  not  an  economist,  but  for- 
mer Goldman  Sachs  &  Co.  chief  Rubin 
is  partial  to  his  Wall  Street  experi- 
ence. Gotbaum  would  succeed  Alicia 
H.  Munnell,  now  a  White  House  eco- 
nomic adviser. 


JAPANOPHOBIA 

►  Why  is  America  Firster  Pat 
Buchanan's  message  resonating  so 
strongly  with  the  public?  One  clue 
comes  from  EPic-MRA,  a  polling  flrm  in 
Lansing,  Mich.  It  asked  1,000  voters 
in  late  September  what  peix-entage  of 
cars  and  trucks  on  U.  S.  highways  are 
Japanese-made.  The  surprising  re- 
sponse: 43%  believe  that  more  than 
half  ai'e  Japanese.  The  correct  an- 
swer: 25%.  "Buchanan  has  struck  a 
chord  with  what  people  believe  to  be 
true,"  says  pollster  Ed  Sarpolus. 


OUT  OF  THE  HMNDT 

►  Federal  Communications  Commis 
sion  Chairman  Reed  E.  Hundt  was 
banking  on  a  20%  boost  in  his  '96  bud 
get  for  new  chores  arising  from  the 
telecom-reform  bill  Congress  likely 
will  pass  this  fall.  Fat  chance.  The 
Senate  rebuffed  his  request  for  $224 
million,  offering  to  keep  FCC  funding 
at  the  current  $185  million.  The 
House  wants  to  trim  it  to  $148  mil- 
lion. Hill  budgeteers  will  likely  split 
the  difference.  Now  Hundt  is  bracing 
for  dozens  of  agency  layoffs. 
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DEFINED  C0NTRlBUTI0N/40I(k)   PLANS     •     INSTITUTIONAL   MANAGEMENT     •     MUTUAL  FUNDS 

WHY    YOU    NEED    A  DIVERSITY 

of  Investments 


WHEN 


WHEN  CREATING  A  PORTFOLIO  ONE  MUST  EXPECT  THE  UNEXPECTED. 
So  at  Putnam,  we  offer  a  wide  selection  of  investments.  Our  list  includes  a  Lroad  range  of  asset 
categories:  equities  and  fixed  income,  global  and  domestic,  fundamental  and  quantitative,  aggressive 
and  conservative.  Along  witk  otker  resources,  suck  as  one  of  tke  industry's  finest  researck  staffs. 
At  Putnam,  we  always  recommend  you  seek  professional  analysis  from  a  financial  advisor. 
But  we  also  suggest  you  select  a  money  management  company  tkat  for  over  50  years  kas  always 

offered  ckoices,  come  rain  or  come  skine. 

PUTIVAM 

INVESTMENTS 


A     TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 


('  Iceberg. 


(iyviri  just  fiiiisliefl  his 
epic  poem, 
the  Walrus  and  the 
FisheriTiaii's  Elbow." 

It  took  nineteen  years 
to  complete. 

His  publisher  said, 
"\bu  are  brilliant.  \ou 
are  prolotuid. 


faster  on  the  keyboard^ 


You  d  rather  he  a  poet 
than  a  typist. 

Thats  why  IBM  has 
developed  VoiceFype™ 
Dictation  Soltwan*  that 
converts  your  spoken 
words  right  into  text. 

You  talk,  your  com- 
puter types— up  to  100 
words  a  minute. 

We  figure  the  more 
sophisticated  technology 
becomes,  the  less  you 
should  be  aware  ol  it. 

To  talk  more  about 
dictation  software 
lor  your  business,  call 
1  800  lBM-3333,  ext.G112. 


Solutions  for  a  small  planet" 


International  Business 


GERMANY 


THE  TOUGHEST  JOB 
IN  EUROPE 

Can  Ron  Sommer  transform  bloated  Deutsche  Telekom  in  time? 


iiie 


seci 


Ron  Sommer  is  a  man  in  a  huny. 
Even  before  his  fii-st  ofEcial  day  as 
CEO  of  Deutsche  Telekom,  Som- 
mer was  locked  in  negotiations  in 
Paris  for  a  deal  crucial  to  the  success  of 
Europe's  lai'gest  telecommunications  com- 
pany. Skipping  dinner  at  Maxim's,  he 
worked  far  into  the  night  with  France 
Telecom  c;eo  Marcel  Roulet  and  Sprint 
Corp.  CEO  William  T.  Esrey,  hammering 
out  details  of  the  Eiu'opeans'  plan  to  take 
a  20%  stake  in  Spi-int  and  launch  a  global 
service  for  coiporate  customer's.  The  next 
day,  May  16,  he  reported  for  work  at 
Telekom's  Bonn  headquarters  late  and 
haggard.  But  he  had  i)ushed  the  ventui'e 
one  step  closer  to  completion. 

Sommer's  sense  of  urgency  is  justi- 
fied. There  aren't  enough  hoiu's  in  the 
day  for  his  job,  possibly  the  toughest  in 
Europe.  He  has  to  ignite  a  competitive 
spirit  in  workers  long  coddled  by  Ger- 
many's biggest  monopoly,  lay  the  ground- 
work for  massive  cost-cutting,  prod  the 
company  to  sei-ve  customers  it  long  took 
for  granted,  and  woo  investors — all  in 
an  unbelievably  tight  time  frame.  On  Jan. 
1,  1998,  the  European  Union  is  set  to 
throw  open  the  Continent  to  unfettered 
competition  in  telecommunications. 
FIZZLE.  But  the  key  event  will  come  next 
summer,  when  Telekom  will  start  priva- 
tizing in  a  $10  billion  stock  offering,  Eu- 
rope's biggest  ever.  Sommer  has  only  a 
handful  of  months  to  convince  investors 
that  the  company  will  be  ready  to  com- 
pete against  the  likes  of  at&t,  British 
Telecommunications,  and  new  domestic 
rivals.  If  any  of  Sommer's  efforts  falls 
short,  the  stock  offering  could  fizzle,  hu- 
miliating the  government,  which  will  re- 
main a  large  shareholder,  and  dealing 
the  company  a  major  blow. 

No  wonder  Sommer  gets  only  five 
hours  of  sleep  a  night  these  days.  A  46- 
year-old  Wimderkind  who  achieved  di'a- 
matic  results  at  Sony's  European  and 
U.  S.  operations,  Sommer  has  technical 
brilliance  and  marketing  savvy.  But  he 
has  never  had  a  job  like  this.  Sommer 
may  have  to  cut  up  to  60,000  jobs,  a 
quarter  of  Telekom's  workforce — a  painful 


task  that  would  cost  plenty  and  requii'e 
political  muscle  fi'om  Bonn. 

And  that's  just  the  beginning.  After 
privatization,  he'll  have  to  raise  profits 
enough  to  covei'  $86  billion  in  debt  and 
pay  a  dividend.  He  may  have  to  slash 
prices  in  half  to  meet  competition.  On 
top  of  all  that,  he  has  to  begin  offering 
the  state-of-the-ait  services  in  multimedia 
that  global  corporations  demand.  Once 
deregulation  takes  place,  Sommer  will 
face  rivals  that  have  a  10-year  headstart 
operating  in  deregulated  markets. 

Given  the  hurdles  this  $45  bil 
lion  company  must  overcome  in 
just  two  years,  it's  not  cleai' 


any  manager  could  pull  off  the  transfo 
mation  in  time.  When  Telekom  chief  He  rfj 
mut  Ricke  resigned  in  December,  an  u 
gent  search  for  his  successor  wi 
laimched.  The  job  was  deemed  so  daun  ,tliai 
ing  no  insider  stood  a  chance.  Sommi 
then  president  of  Sony  Eui'ope,  won  wil 
his  international  credentials:  He  is  a  fl'  ^ 
ent  speaker  of  French  and  English  wl 
had  worked  for  Em-opeans  and  Japanei 
in  the  U.  S.  and  on  the  Continent. 

Sommer  now  has  to  prove  his  glob 
exjjerience  can  biing  Tfelekom  up  to  wor 
class.  "The  company  has  an  e: 
tremely  high  level  of  knowhow 
he  says,  "but  it  needs  to  1 


mi 
i 
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SOMMER'S 
CHALLENGE 

By  1998,  he  must  . 
ignite  a  competitive 
spirit  among  workers 
and  managers  long 
used  to  monopoly  , 


e  customer  Mendly."  Even  after  de- 
ilation,  Telekom  will  be  the  dominant 
'er  in  Europe's  largest  market.  Its 
vork  is  finally  being  digitalized.  With 
ope's  biggest  cable  system,  Tfelekom  is 
tioned  to  offer  multimedia  services, 
its  weaknesses  are  also  striking.  On 
idane  matters  such  as  installing 
nes  fast,  Telekom  has  yet  to  meet 
I.  standards.  Processing  orders  for 
pment,  service  upgi-ades,  and  installa- 
are,  says  one  Telekom  technician,  an 
;olute  disaster." 

PERATE  NEED.  Sommer's  strategy  is 
,ttack  on  all  fronts.  First,  he  is  work- 
to  secure  regulatory  approval  for 
:  ventures  with  France  Telecom  and 
nt,  key  to  meeting  his  goal  of  gener- 
g  20%  of  sales  from  international 
ness  by  1999. 

ommer  needs  these  joint  ventui'es  so 
y  that  he  has  reversed  Telekom's  op- 
tion to  any  hberalization  of  the  Ger- 
mai'ket  before  1998.  If  Germany  lets 
petitors  into  the  market  before  then, 
opean  and  U.S.  regulators  are  ex- 
ed  to  sign  off  on  the  deals, 
iside  Telekom,  Sommer  is  sending 
"  signals  that  the  company  must  gear 
to  compete  on  price  and  service. 


Weeks  into  the  job,  he  announced  a  30% 
price  cut  for  calls  to  North  America. 
Telekom  also  cut  prices  on  leased  lines  to 
mobile  phone  operators  by  up  to  50%. 
Under  Sommer's  prodding,  branch  man- 
agers are  tiying  to  speed  up  service.  It 
takes  12  days  to  hook  up  new  phones. 
The  goal  is  to  provide  next-day  hookup. 

In  a  move  that  reflects  his  experience 
marketing  Sony  Walkmans,  Sommer  has 
told  managers  that  he  wants  Telekom  to 
generate  the  brand  awareness  of  a  Coca- 
Cola  or  IBM.  "I  want  us  to  be  recognized 
as  a  great  company,"  he  says.  But  chang- 
ing the  company's  image  will  never  work 
unless  Sommer  can  motivate  his  employ- 
ees to  flouiish  in  a  deregulated  envii'on- 
ment.  That's  like  moving  a  mountain. 
Says  Stefan  Doeblin,  managing  director 
of  MFS  Communications,  a  cor{3orate  net- 
work provider  in  Frankfuit:  "Sommer  is 
pro-competition.  But  when  you  talk  to 
lower  levels  of  management,  you  still  run 
into  problems." 

Still,  Sommer's  no-nonsense  approach 
is  setting  the  tone  for  his  senior  execu- 
tives, who  must  meet  new  perfoiTnance 
criteria  or  be  prepared  to  step  aside. 
Sommer  isn't  one  to  mingle.  Fom-  months 
into  the  job,  he  hasn't  eaten  in  the  can- 


M  S  NETWORK  IS  EXCELLENT,  BUT  CUSTOMER  SERVICE  HAS  A  WAY  TO  GO 


EUTSCHE  TELEKOM 
GSIN  PRODUCTIVITY... 


LINES  PER 
EMPLOYEE 


100  200  300  41 

*A  U.S.  BELL  OPERATING  COMPAN 
:RT  FLEMING  SECURITIES  ITD,.  MERRILL  LYNCH  &  CO. 


...AND  SOMMER  HAS  A 
DAUNTING  AGENDA 

COST  CONTROL  Payroll  of  225,000 
employees  must  drop  by  27%. 

COMPETITION  Telekom  loses  all  its 
monopolies  in  1998. 

POLITICS  Sommer  must  lobby  the 
government  to  set  up  favorable 
regulatory  environment. 

STOCK  OFFERING  Telekom  must  woo 
investors  to  buy  $10  billion  in  shares. 

DATA:  BUSINESS  WEEK 


teen,  prefening  a  quick  salad  in  his  ofBce. 
"I'm  no  cheerleader,"  he  says.  "But  my 
optimism  can  give  [employees]  their  opti- 
mism back." 

Opthnism  has  always  been  Sommer's 
strong  suit.  Bom  in  Isi"ael,  to  a  German  fa- 
ther and  Russian-Austrian  mother,  Som- 
mer moved  with  his  family  to  Vienna  when 
he  was  7.  At  18,  he  fell  in  love  with  Amei- 
ica  on  a  trip  to  New  York.  Returning  to 
study  math  at  the  Univereity  of  Vienna,  he 
realized  reseai'ch  wasn't  for  him.  He  sped 
on  to  complete  his  doctorate  at  age  21. 

Unable  to  afford  the  tuition  for  a  cov- 
eted Harvard  MBA,  he  moved  to  New 
York  in  1972  and  joined  Q  1,  a  tiny  com- 
pany trying  to  invent  a  personal  com- 
puter. Sommer  scoured  Europe  for  in- 
vestors and  zeroed  in  on  German 
entrepreneur  Heinz  Nixdorf,  clinching 
the  deal  after  dogging  him  for  months. 
Although  the  computer  didn't  pan  out, 
NLxdoif  was  so  impressed  vdth  Sommer 
that  he  hired  him  to  rustle  up  new  busi- 
ness for  his  computer  company.  By  age 
27,  Sommer  was  ninning  Nixdorf  s  Paris 
operations.  Recruited  in  1980  to  Sony, 
he  went  on  to  become  president  of  the 
German  unit  in  1986,  taldng  it  fi'om  sixth 
to  fii'st  in  market  share.  In  1990  he  be- 
came president  of  Sony  Corp.  of  America, 
where  he  accelerated  growth.  Then  he 
returned  home  to  head  Sony  Europe, 
where  he  boosted  sales  10%  per  year. 
TIME  AND  AGAIN.  For  all  his  energy, 
though,  Sommer  seems  to  be  moving 
slowly  on  the  labor  issue  besetting  Tele- 
kom. Although  he  has  met  with  union 
officials,  the  first  big  meeting  with  the 
works  council  to  discuss  restructuring 
takes  place  only  in  December  Sommer 
wants  to  boost  productivity  by  more  than 
50%,  partly  through  a  plan  to  buy  out  up 
to  60,000  workers  through  early  retire- 
ments and  severance  packages.  But  the 
union  so  fai"  has  only  agi-eed  to  cut  30,000 
jobs,  a  sign  of  potential  trouble. 

The  labor  issue  may  haunt  Sommer 
when  he  begins  pitching  Telekom's  stock 
offeiing  to  investors  in  Eiu'ope,  the  U.  S., 
and  Japan.  Fimd  managers  fear  pressure 
wiU  keep  employment  levels  uni'ealistical- 
ly  high.  "If  the  labor  problem  is  not  re- 
solved," says  Michael  J.  Mahoney,  portfo- 
lio manager  at  G.T  Global  Telecom  Fund, 
"for  me  to  buy,  they  would  practically 
have  to  give  me  the  stock."  Telekom 
wants  to  sell  an  additional  $10  billion  in 
stock  in  1998. 

In  this  superchai'ged  atmosphere,  eve- 
ry step  Sommer  makes  is  critical.  Still, 
time  and  again,  Sommer  has  achieved 
stellar  results  with  a  simple  philosophy; 
"It's  not  magic.  You  just  have  to  do  it." 
He's  about  to  meet  his  ultimate  test. 

By  Karen  Lowry  Miller  in  Barm,  with 
Gail  Edmondson  in  Paris,  Larry  Arm- 
strong in  Los  Angeles,  and  Christopher 
Power  in  New  York 
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HONG  KONG 


IS  GORDON  WU 
STRETCHED  TOO  THIN? 

The  maverick  developer  is  juggling  projects  worth  $30  billion 


For  commutei-s  used  to  battling  Bang- 
kok's traffic  jams,  the  scenes  depict- 
ed in  a  newly  released  promotional 
video  seem  like  a  dream.  Relaxed  Thai 
yuppies  anive  cheeifully  at  their  offices, 
return  home  early  to  their  children,  and 
cuddle  in  front  of  a  TV — all  because  of 
the  $3.8  billion  Bangkok  Elevated  Rail 
Ti'ansit  System  (berts)  being  built  by 
Hong  Kong-based  Hopewell  Holdings 
Ltd.  Gushes  the  voice-over-  at  the  end  of 
the  video:  "berts  means  happiness." 

To  Hopewell  managing  director  Gor- 
don Y.  S.  Wu,  however,  the  Bangkok 
project  so  far  has  meant  nothing  but 
headaches.  Since  he  signed  the  deal  in 
1990,  Wu,  59,  has  had  to  shuttle  back 
and  forth  to  Bangkok  to  fend  off  at- 
tacks by  Thai  technocrats,  opposition 
politicians,  and  the  state-owned  raih'oad. 
The  project,  only  10%  complete,  is  three 
years  behind  schedule. 

Bangkok  is  just  one  of  many  trouble 
spots  for  the  maverick  developer,  who 
has  spent  much  of  this  year  trying  to 
untangle  problems  with  projects  and 
proposed  deals  totaling  more  than  $30 


billion  from  the  Philippines  to  India 
(table,  page  57).  On  Sept.  20,  Hopewell 
fueled  investor  fears  that  Wu's  empire  is 
suffering  a  capital  ciTinch  with  an  an- 
nouncement of  a  surprise  14%  drop  in 
profits  and  a  cut  in  dividend  payments. 
Hopewell  also  disclosed  that  it  had  in- 
jected an  additional  $770  million  into  its 
partially  completed  superhighway  in 
China's  Guangdong  province,  bringing 
total  investment  to  $1.5  billion.  The  ad- 
ditional fimding  is  to  finance  major  de- 
sign changes. 

COOL  CUSTOMER.  The  news  stimned  in- 
vestors. Hopewell's  stock  fell  8%  in  one 
day.  The  revelation  that  Hopewell  has 
pumped  so  much  capital  into  the  Guang- 
dong highway  left  many  analysts  won- 
dering how  much  it  has  poiu-ed  into  oth- 
er projects.  "The  mar-ket  is  waiting  to 
see  what  Gordon  pulls  out  of  his  hat 
next,"  says  analyst  David  Barden  at 
Baring  Securities  (Hong  Kong)  Ltd. 

While  others  may  be  worried,  Wu 
claims  to  be  unconcerned.  "All  my  life 
I've  been  second-guessed,"  he  says  cool- 
ly, wearing  his  usual  short-sleeved  shirt 


OVERBUDGET  OVERPASS:  A  Chinese 
highwuij  haa  cost  $1.5  billio7i — sofa 

open  at  the  collar.  The  Princeton-educ 
ed  engineer,  who  for  years  has  defii 
skeptics  by  pioneering  privately  finance 
hotels  and  power  plants  in  China,  d: 
misses  predictions  that  Hopewell  w 
be  forced  to  pull  out  of  Bangkok  ai 
sell  hundreds  of  millions  in  assets.  I 
maintains  that  he  is  working  behind  t] 
scenes  with  government  leader's  to  sol' 
problems  with  his  other  infrastr-uctu 
pr-ojects. 

But  given  the  lack  of  transpar^en 
in  policymaking  in  Asia,  not  all  analys 
are  convinced  by  Wu's  assurances.  Sor 
fear  he  has  committed  to  too  mai 
undertakings  in  too  many  places  in  t 
short  a  time.  Not  only  has  the  expa 
sion  put  a  str-ain  on  his  financial  ai 
human  r-esources,  they  say,  but  Wi 
penchant  for  publicly  criticizing  gover 
ment  foot-dragging  is  jeopardizing  o: 
of  his  chief  assets:  his  strong  persor 
connections  in  Asia.  If  the  political  ti 
tiuTis  against  Wu,  warirs  Michael  Gree 
executive  dir^ector  at  Nomiu'a  Resear 
Institute  Hong  Kong  Ltd.,  Hopewi 
may  have  to  unload  assets  such  as  i 
55%  stake  in  Consolidated  Electric  Po' 
er  Asia  (cepa),  spun  off  by  Hopew 
last  year. 

Wu's  critics  point  to  the  Guangdo; 
superiiighway  as  an  example  of  his  m 
takes.  Hopewell  "didn't  do  its  honn 
work  befor'e  going  in  with  both  gu 
blazing,"  says  Green.  Under  the  origii 
design.  Green  charges,  one  20-m: 
stretch  was  to  be  traversed  by  a  seri 
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"At  Sunkyong,  we  are  not 
awaiting  the  21st  century, 
we  intend  to  shape  it." 

Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group  ^ 


When  the  Sunkyong  Group  was  founded  in  1953,  we 
were  a  small  company  producing  woven  textiles. 
Today,  Sunkyong  is  one  of  the  five  largest  conglomer- 
ates in  Korea,  with  offices  in  all  of  ■hmmmmhmi 

the  world's  major  business  centers. 
As  the  first  Korean  company  to 
produce  synthetic  fibers,  Sunkyong 
has  grown  into  a  vertically  integrat- 
ed manufacturer  of  a  broad  spec- 
trum of  products  ranging  from 
petroleum  to  textiles. 

At  present,  Sunkyong  is  a  major 
producer  of  petroleum-based 
products,  a  global  trading  compa- 
ny,  and  a  leading  manulacturer  of  polyester  films 
and  magnetic  and  optical  media.  We  also  have  a 


We  Sunkyong  Group  of 
Korea,  with  (uinual  rei'eniies 

of  more  than  $22  billion 
and  over  22,000  employees  on 
five  continents,  is  a  worldwide 
leader  in  the  fields  of 
energy,  international  trade, 
petrochemical  products, 
telecoinnninications,  and  engi- 
neering &  construction. 


major  presence  in  telecommunications,  distributi(Mi, 
financial  services,  and  engineering  &  construction. 

The  result  in  the  United  States  Sunkyong 
m^^^^mmmmm  generates  over  $1.5  billion  in 
annual  revenues  working  with 
hundreds  of  American  companies, 
and  we  have  strategic  alliances 
with  such  giants  as  Polaroid  and 
the  Fleming  Companies. 

These  alliances  reflect  the 
focused  application  ot  time, 
energy,  and  resources  required  for 
a  shared  understanding  of  objec- 
tives  -  a  shared  vision  ot  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated 
to  making  a  reality. 


For  more  information,  contact  John  Rich,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  New  York,  N.Y.  10022,  Fax:  (212)  906-8137 

FOR    SUCCESS    WORLDWIDE,    SAY  fUNIWONf 

Sunkyong  Limited  ■  Yukong  Limited  •  Sunkyong  Industries  •  SKC  ■  Sunkyong  Engineering  and  ConstruLtion 
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SCHWAB'S  MUTUAL  FUND  ONESOURCEI 


''This  is  where  Schwab  shines.  Of  its  345  funds, 
90  hove  performed  in  the  top  25  percent  of 
their  peer  groups  over  the  post  five  yeorsJ' 


"The  Best  &  Worst  Discount  Brokers" 
July  /  995 


Forbes 


''Through  Schwab  OneSource,  investors  can 
shop  among  . . .  funds  in  45  families  without 
paying  any  loads  or  transaction  fees? 

August  28,  1995 
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Mutual  Fiindsi 


"Schwab  also  cuts  your  paperwork. 
Although  you  may  buy  funds . . .  from  different 
families . . .  Schwab  consolidates  your  holdings 
on  one  statement.'' 

August  1995 


If  you're  looking  lor  a 
\'ancty  of  top-pertomiing 
funds  with  no  loads  and 
no  transaction  fees  as  well 
as  a  convenient,  easy  way 
to  buy  and  keep  track  ot 
them,  then  Schwabs 
Mutual  Fund  OneSource 


Select  List 


Charles  Schwab 

Helping  Investors  Help  Themselves'^ 


1-800-540-0093  ext.  33F 


or  hup.//\\vv\v.i.i.livvab  com 


IS  perfect  for  you. 
To  get  your  free  copy  of 
our  Mutual  Fund  Sckxl  List: 
a  cjuartedy  list  of  top- 
perfomiing  mutual  lunds, 
viSM  one  of  our  more 
^r".;      than  200  offices  nation- 
AsfcifiL     wide  or  call  us  today 


A  free  prospectus  tontaining  more  complete  information  incliidinj;  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab. 
Please  review  the  prospectus  caiefully  belore  investing. 

Schwab  receives  rcinuneralion  hum  Mutual  l-und  Oncbource  conipanic;^,  C.crlain  kinds  in  ihc  Muiual  Fund  OneSource  service  charge  12b-l  fees  in  e.xcess  of 
0  23%,  and  therefore  are  not  considered  no-loads  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  Mutual  Fund  OneSource  fund  sha 
bought  with  no  transaction  fee  and  held  lor  90  days  or  less,  Schwab  reserves  the  nght  to  assess  Schwabs  normal  transaction  fees  in  the  future,  should  short-tei 
trading  become  excessive.  ©1995  Charles  Schwali  &  Co.,  Inc  All  rights  reserved.  Member  SIPC/NYSE.  (9/95) 
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[nternational  Business 


bridges  connected  by  flat  highway, 
at  after  work  began,  engineers  said 
at  the  ground  was  too  soft.  To  avoid 
!ver-ending  repairs,  the  highway  was 
svated  along  the  entire  section — add- 
g  some  $230  milhon  to  the  cost.  Then, 
iien  it  became  clear  that  in  the  short 
rm,  passenger-car  traffic  could  not 
pport  the  road  through  tolls,  Hopewell 
icided  that  $540  million  more  would 
!  needed  to  expand  nine  interchanges 

accommodate  big  bus  stations. 
)UBTERS.  Wu  says  he  anticipated  the 
oblems,  but  that  it  took  time  to  con- 
nce  Chinese  officials  that  the  more 
pensive  designs  were  worth  the  mon- 
'.  The  Chinese  are  also  responsible, 
u  says,  for  the  nearly  one-year  delay 

opening  the  highway,  since  they  were 
0  slow  in  granting  land  and  approvals, 
at  now  officials  are  cooperating,  says 
u.  The  two  sides  signed  a  i—i^i"— 
emorandum  of  anderstand- 
g  (mou)  in  mid-September 

refinance  the  project.  Ap- 
oval  from  Beijing  won't  be 
problem,  Wu  insists.  Still, 
me  observers  wonder  if 
e  MOU  means  Wu  really 
IS  a  done  deal.  Baring's 
irden  notes  that  two  years 
;o,  Wu  had  Mous  to  build 
r  power  plants  in  China, 
one  of  the  projects  has 
ine  forward. 

Even  more  doubts  are 
st  on  the  berts  project  in 
mgkok.  Signed  with  the 
andal-plagued  government 

former  Prime  Minister 
tiatichai  Choonhavan,  the 
an  involves  building  and 
•erating  a  six-lane  express- 
ay  atop  elevated  railway 
id  commuter  train  tracks. 
:her  levels  will  include  re- 
il  space  that  will  be  developed  by 
opewell.  But  soon  after  the  Chatichai 
gime  was  deposed  in  a  1991  coup,  the 
opewell  project  and  a  number  of  tran- 
t  proposals — many  of  which  over- 
pped — became  ensnarled  in  political 
•awls.  Wu  also  has  been  in  constant 
uds  with  the  State  Railway  of  Thai- 
nd  over  numerous  details,  such  as  land 
ghts,  the  project's  dimensions,  and 
opewell's  share  of  the  profits. 

Although  Hopewell  has  already  in- 
isted  more  than  $300  million  in  the 
?ntui-e,  the  company  is  far  short  of  its 
)al  of  finishing  the  fii-st  12-mile  sec- 
Dn  by  yearend.  But  the  new  govem- 
ent  has  placed  berts  on  a  fast  track 
)  that  needed  sections  will  be  finished 
f  the  Asian  Games  in  1998.  And  Thai- 
nd's  King  has  called  on  Bangkok  to 


Wu's  Troubled  Deals 


PROJECT 

COST 

BILLIONS 

STATUS 

BANGKOK 

MASS-TRANSIT  LINE 

$3.8 

Plagued  by  disputes  with  Thai  govern- 
ment; financial  viabiNty  in  doubt 

CHINESE 
POWER  PLANT 

1.9 

Startup  of  1,980-megawatt  Shajiao 
units  delayed  by  equipment  failures 

GUANGDONG 
SUPERHIGHWAY 

1.5 

75-mile  tollway  needs  refinancing 
to  cover  $770  million  in  new  costs 

INDIA  POWER 
FACILITY 

12 

10,560-megawatt  Orissa  complex 
stalled  by  backlash  against  foreigners 

PAKISTAN  POWER 
VENTURE 

5.2 

First  phase  of  5,280-megawatt  com- 
plex approved  but  needs  financing 

PHILIPPINES 
POWER  PLANT 

1.5 

Winning  bid  for  1,200-megawatt 
plant  revoked  by  Manila  in  dispute 
over  use  of  Westinghouse  technology 

DATA:  BUSINESS  WEEK 

solve  its  traffic  crisis  as  soon  as  pos- 
sible. That  means  clear  sailing,  Wu  con- 
tends: "They  have  an  urgent  need,  and 
the  King  has  spoken." 

Not  everyone  sees  it  that  way.  Thai- 
land has  a  long  tradition  of  scuttling 
major  infi-astnictiu'e  contracts  with  each 
change  in  government,  and  the  ruling 
coalition  headed  by  the  Chart  Thai  par- 
ty is  seen  as  precarious.  "Hopewell 
seems  to  be  making  little  progi'ess  re- 
solving key  issues,"  says  a  U.  S.  invest- 
ment banker  involved  in  a  rival  mass- 
transit  project  in  Bangkok.  "The  project 
is  far  too  expensive  to  be  feasible." 

Wu's  worries  haven't  been  nearly  as 
severe  vrith  his  Asian  power  projects. 
But  he  hasn't  completely  escaped  the 
political  problems  that  have  plagued  pri- 
vate providers  such  as  Enron  Corp.  and 


General  Electric  Co.  In  July,  Philippine 
state-owned  National  Power  Corp.  re- 
voked cepa's  contract  for  a  1,200-mega- 
watt gas-fired  plant  because  the  tur- 
bine to  be  supplied  by  Mitsubishi  Heavy 
Industries  Ltd.  uses  technology  from 
Westinghouse  Electric  Coip.  Manila  has 
blacklisted  the  U.  S.  company  over  alle- 
gations that  it  bribed  late  dictator  Fer- 
dinand Marcos  in  the  mid-1980s  to  land 
a  nuclear  project,  a  charge  Westing- 
house denies,  cepa  may  contest  the 
move  in  court,  but  it  hopes  the  dispute 
will  be  solved  thi'ough  negotiations  be- 
tween Westinghouse  and  Manila. 
A  BEST  BET.  In  the  investor  community, 
Wu  still  has  his  share  of  boosters.  Many 
of  his  financiers  are  convinced  that  his 
Chinese  toll  road  is  a  winner  in  the  long 
term  and  that  the  government  has  too 
much  at  stake  to  let  the  project  fail. 

Earlier  this  year,  Hongkong 
&  Shanghai  Banking  Corp. 
committed  a  sizable  loan,  and 
Japan's  Kanematsu  Corp. 
bought  2.5%  of  Hopewell's 
40%  stake  for  $125  milhon. 

Wu's  CEPA  is  regarded  by 
many  analysts  as  the  best 
bet  in  Asia's  fiusti'ating,  but 
hugely  promising,  power  sec- 
tor. With  constiuction  about 
to  begin  on  a  foui-th  plant  in 
the  Philippines  and  another 
in  China,  cepa's  operating 
profits  are  expected  to  climb 
ft'om  $77  million  in  the  fis- 
cal yeai'  ended  June  30,  1995, 
to  $227  million  in  1996.  cepa 
has  secured  government  ap- 
provals and  financing  for  a 
$1.8  billion  coal-fii'ed  plant  in 
Indonesia  to  be  completed 
by  1998.  It  also  seems  to 
have  wrapped  up  its  deal  to 
build  the  fii'st  of  five  planned 
units  in  Pakistan.  Says  Jardine  Fleming 
Secuiities  Ltd.  analyst  Sheldon  F.  Kaso- 
witz,  who  predicts  cepa's  net  profits  will 
approach  $500  million  by  2000:  "Gordon 
Wu  remains  the  only  one  with  a  track 
record  in  private  power  in  Asia." 

Wu  is  confident  that  his  record  of 
deals  and  the  network  of  contacts  he 
has  built  in  Asia  will  enable  him  to 
solve  his  difficulties  in  the  region.  Still, 
with  policymaking  in  Asia  notoriously 
opaque,  investors  have  little  more  than 
Wu's  word  that  he  has  the  ti-ust  of  the 
region's  governments.  As  doubts  in- 
crease and  the  financial  stakes  grow 
higher  in  his  Asian  megaprojects,  the 
question  is  whether  they  will  keep  their 
faith  in  Wu's  bargaining  skills. 

By  Pete  Engardio  in  Hong  Kong, 
with  Robert  Horn  in  Bangkok 
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lhanks  to  Sprint  Business, 
A/e're  doing  more  business  in  skis. 


—  Hunk  Kashiwa,  Olymjric  Skier,  Co-founder,  Volant  Skis 

"We  make  state-of-the-art  skis. 
But  the  way  we  sold  them  was  outdated." 

Volant  is  a  young,  t'ast-gro\vin}j  cf)nipany  with  global 

ambitions.  But  their  communications  system 

wasn't  helping  them  realize  their  full  potential. 

"Sprint  came  in  and  showed  us 
which  technology  was  right  for  us." 

Sprint  consultants  did  an  extensix  e  analysis  of  X'olant's 

business.  And  came  up  with  real  solutions  for  them  — 


like  putting  inventory  on-line  for  real-time  access.  And 

videoconferencing  —  to  present  new  products  worldwide. 

"Now  we're  doing  business  a  whole  new  way." 

Today  Volant  is  a  more  nimble,  more  profitable  company. 
Because  Sprint  made  their  communications  as  cutting- 
edge  as  their  stainless  steel  skis,  (jail  us.  We  can  help 
your  business  do  more  business,  too. 


1-800-816-REAL 


Real  BUSINESS 

Vt)lant  Skis 


Real  PROBLEM 

Outdated  field  sales 
communications 


Real  SOLUTION 

Instant  access  to 
inventory  data 


Real  RESULTS 

Faster  shipping,  reduced 
inventory  risk 


International  Business 


JAPAN 


ANOTHER  BILLION  DOLLARS 
FALLS  THROUGH  THE  CRACKS 

A  scandal  at  Daiwa  with  a  disturbing  resemblance  to  Barings 


Last  July,  Toshiliide  Igiichi  let  go  of  a 
$1.1  billion  secret.  Daiwa  Bank 
Ltd.'s  Treasury-bond  trading  chief 
in  New  York,  a  boyish-looking  44-year- 
old  nicknamed  "Tosh,"  mailed  a  wTitten 
confession  detailing  an  11-year  clu'onicle 
of  financial  deceit  to  Daiwa  President 
Akira  Fujita  in  Osaka.  Iguchi  marked' 
the  letter  "personal  and  confidential." 
But  its  contents  hit  the  bank's  head- 
quarters wdth  the  force  of  a  tsunami. 

The  rest  of  the  world  found  out  why 
on  Sept.  26,  when  federal  prosecutors 
charged  an  ini]:)assive  Iguchi,  clad  in 


With  $180  billion  in  assets  to  offset  the 
T-bond  losses,  Daiwa  won't  share  the 
fate  of  Barings,  which  was  absorbed  by 
the  Dutch  financial-services  group  ing. 
Still,  the  loss  was  ever  the  more  un- 
settling given  earlier  trading  messes  at 
Kidder  Peabody,  Salomon  Brothers,  and 
Chemical  Bank — and  financial  scandals 
involving  Japanese  banks  and  corpora- 
tions going  back  to  the  1980s. 

In  an  age  of  mushrooming  global 
trading,  the  stakes  are  getting  bigger, 
however.  Events  occuri-ing  in  one  time 
zone  can  easily  have  luige  repercussions 


ieitt 


nmipled  blue  jeans  and  rainbow-striped 
sweater,  with  masterminding  a  huge  fi- 
nancial fraud.  Iguchi  allegedly  covered 
up  $1.1  billion  in  losses  from  Ti'easury- 
bond  deals  by  dipping  into  Daiwa  cus- 
tomer accounts  and  doctoring  paper- 
work to  hide  his  trail.  All  told,  U.S. 
Attorney  Maiy  Jo  Wliite  charges  that 
Iguchi  made  30,000  unauthoiized  bond 
trades,  an  "astronomical"  amount.  Igu- 
chi, who  has  been  fii'ed,  was  aiTested  at 
his  $830,000  home  in  Kinnelon,  N.J.,  on 
Sept.  23.  He  has  not  entered  a  plea  and 
his  attorney  dechned  comment. 

The  Daiwa  mess  is  a  disturbing  se- 
quel to  the  Febiuary  crash  of  Britain's 
Baiings  PLC,  done  in  by  Singapore-based 
trader  Nicholas  W.  Leeson's  $1.4  billion 
loss  on  Nikkei  index  futures  contracts. 


thousands  of  miles  away.  That  is  forcing 
many  financial  executives  to  tighten 
scrutiny  of  trading  desks — something 
prosecutors  and  analysts  contend  Daiwa 
should  have  done  long  ago.  "Here,"  says 
White,  "we  appeal"  not  to  have  had  any 
meaningful  controls." 

Daiwa's  managerial  shortfall  is  yet 
another  stroke  of  bad  news  for  Japa- 
nese lenders  ali'eady  burdened  with  an 
estimated  $800  billion  in  bad  debts.  Un- 
nerved by  several  credit-unipn  collapses 
and  Japan's  fii'st  postwar  bank  failure, 
investors  now  are  demanding  that  big 
banks  pay  a  premium  to  boiTow  in  glo- 
bal money  rharkets.  With  rating  agen- 
cies considering  a  downgrade  of  Dai- 
wa's credit  standing,  that  premium  now 
may  widen.  The  Daiwa  scandal  is  also 


taking  the  wind  out  of  Japan's  new  pi 
to  aid  troubled  lenders.  Unveiled 
Sept.  27,  it  includes  toughened  disc 
sure  rules,  refloating  Japan's  Depo 
Insm'ance  Corp.  with  public  money,  a 
perhaps  a  Resolution  Ti'ust  Corp.-st; 
vehicle  to  clear  out  problem  loans. 

The  aim  of  the  plan  is  to  restc 
international  confidence  in  Japant 
banks.  But  now  many  analysts  ai-e  w( 
dering  whether  some  are  up  to  the 
of  managing  then-  day-to-day  affau-s 
they  can't  control  trading  even  in  sim 
instruments,  how  about  the  more  co 
plex  ones?"  wonders  Henry  T.  C.  Hu 
University  of  Texas  law  professor 
tr-ading  expert.  "You  have  to  engage 
a  presumption  of  incompetence." 
ENTER  THE  FBI.  Just  how  much  Dal 
knew  about  Iguchi's  alleged  scheme 
uncleai".  Tlie  same  goes  foi-  U.  S.  and  J, 
anese  regulators.  Bank  President  Fuj 
dispatched  his  top  international  exe 
five,  Managing  Director  Hiroyuki  Yar 
ji,  to  New  York  af 
he  received  the  tr; 
er's  written  conf 
sion.  Once  he  aniv 
Yamaji    and  otl 
Daiwa  executives 
itially  sent  signals 
Iguchi,  who  also  I 
nm  Daiwa's  securit 
custody  departme 
that  liis  career  mi}  ijfl 
survive  if  he  coop 
ated.  But  Daiwa  •ffll 
not  tell  the  Minis' 
of  Finance  of 
problem  until  Se 
18.  Feaiful  that  ne 
of  the  loss  would 
set  international  m 
kets,   the  minis 
and  Bank  of  Jaj 
infonned  the  Fede 
Reserve  and  otl 
major  central  banks.  That  prompted 
Fed,  which  had  been  given  increai 
power  to  regulate  for-eign  lenders  af 
the  Bank  of  Credit  &  Commerce  Inter 
tional  collapse,  to  ask  the  Federal  ] 
reau  of  Investigation  to  move  on  Igui 

In  the  wake  of  Iguchi's  arrest, 
venting  bUlion-donai-  ti'ading  catastrop 
will  now  have  to  become  an  even  m 
pi-essing  concern  of  i"egulators  and  m 
agers  alike.  Inevitably,  some  traders  ' 
slip  tlirough  the  net  their  overseers 
tempt  to  cast.  But  detecting  finan^ 
fraud  will  have  to  take  top  priority.  I 
doesn't,  the  next  accident  on  Wall  Str 
could  send  pillars  of  finance  toppling 
places  you'd  least  expect. 

By  Brian  Bremner  in  Tokyo 
William  Glasgall  in  New  York 


"If  they  can't 
control  trading 
even  in  simple 
instruments, 
how  about  the 
more  complex 
ones?"  asks  one 
law  professor 


JUDGE  JAMES  FRANCIS  iV, 
DAIWA'S  IGUCHI,  AND 
LAWYER  LEONARD  JOY 
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The  Power  To  Target 
YOUR  Next  Investment. 


The  power  to 
target  35  economic 
sectors. 

'idelity  Selects  are  stock  funds 

hat  each  focus  on  a  single 

ndustry.  You  pick  the  industiy, 

md  our  expert  stock  pickers 

ake  it  from  there — singling 

)ut  the  most  promising  oppor- 

unities  both  here  and  abroad.' 

The  power  to 
diversify  your 
portfolio. 

'idelity  Selects  could  play  a 

mall  but  powerful  role  in 

lomplementing  a  diversified 

lortfolio.  You  see,  the  stocks  in 

iny  given  Select  Portfolio  tend 

0  move  in  unison.  And  that's 

inhere  the  power  comes  in. 

'hey  can  run  up  fast,  and, 

inversely  fall. 


FIDELITY  SELECT 

PORTFOLIOS® 

Grouped  By  Sector  Category 

AVERAGE  ANNUAL  TOTAL  RETURNS- 

CONSUMER 

FUND 

1 

5 

LIFE  OF 

INCEPTION 

YEAR 

YEARS 

FUND 

Consumer  Products 

06-29-90 

12.15% 

12.64% 

12.62% 

Food  and  Agriculture 

07-29-85 

25,55 

13.25 

18.67 

Leisure 

05-08-84 

17,92 

14.36 

15.05* 

IVIultimedia 

06-30-86 

26-57 

18.90 

16.82 

Retailing 

12-16-85 

3,02 

13  44 

15  58 

CYCLICALS 

Air  Transportation 

12-16-85 

28,58% 

11.51% 

9.84% 

Automotive 

06-30-86 

-0,72 

14  66 

1226 

Chemicals 

07-29-85 

12,08 

14.46 

18.03 

Construction  and  Housing 

09-29-86 

5,50 

1226 

11  83 

Environmental  Services 

06-29-89 

14.35 

-021 

4.10 

Industrial  Equipment 

09-29-86 

31  64 

1293 

11.08 

Industrial  Materials 

09-29-86 

10.10 

1389 

11.26 

Paper  and  Forest  Products 

06-30-86 

35.83 

17.54 

12.37 

Transportation 

09-29-86 

4.02 

15  48 

13  83 

FINANCIAL  SERVICES 

Brokerage  &  Invest^  Mgmt 

07-29-85 

5.12% 

17.20% 

9.11% 

Financial  Services 

12-10-81 

12.11 

20  18 

13.20* 

Home  Finance 

12-16-85 

11.50 

28.47 

19.37 

Insurance 

12-16-85 

14.86 

12.99 

11.56 

Regional  Banks 

06-30-86 

9.95 

23  79 

14.67 

ENERGY,  UTILITIES,  AND  NATURAL  RESOURCES 

Anini.ai;  uuld 

12-16-85 

0.91% 

6  54% 

8.40% 

Energy 

07-14-81 

2.04 

3.80 

7.93* 

Energy  Service 

12-16-85 

10.47 

0.11 

3.26 

Natural  Gas 

04-21-93 

-2.97 

NA 

-1.54 

Precious  Metals  &  Minerals 

07-14-81 

-0.85 

7.97 

637* 

Utilities  Growtfi 

12-10-81 

6.90 

968 

11  78* 

TECHNOLOGY 

Computers 

07-29-85 

65.22% 

25  41% 

16  83% 

Defense  and  Aerospace 

05-08-84 

29.64 

1407 

7  04* 

Dev  Communications 

06-29-90 

55.90 

2491 

24.86 

Electronics 

07-29-85 

75.48 

26  34 

13  17 

Software/Computer  Svcs- 

07-29-85 

63.65 

23.14 

19.07 

Technology 

07-14-81 

51.40 

24  25 

13.70* 

Telecommunications 

07-29-85 

20.22 

1550 

18  89 

HEALTH  CARE 

Biotechnology 

12-16-85 

16  86% 

1333% 

14.54% 

Health  Care 

07-14-81 

39  13 

18  82 

1861* 

Medical  Delivery 

06-30-86 

23  35 

16  38 

13  42 

'10-Year  Average  Annual  Total  Return 

Life  ol  fund  returns  as  of  fund  inception  date 

The  power  to 
pursue  dramatic 
returns. 

Because  Fidelity  Selects  are 
aggressive  in  their  search  for 
capital  appreciation,  their 
share  prices  can  be  as  unpre- 
dictable ^Ls  the  market.  In  fact, 
you  may  have  a  gain  or  loss 
when  you  sell  your  shares, 
and  p^Lst  performance  is  no 
guarantee  of  future  results.  But 
if  you've  got  your  target,  with 
Fidelity  Selects,  you  could  hnd 
yourself  riding  the  crest  of  a 
booming  industr)'. 


CaU  1-800-544-3898 

Fidelity  via  the  Internet:  http://vtfww  fid-inv.com 
To  |oin  America  Online: 
Call  1-800-215-0606  for  10  free  hours 


The  Power  Of 
FroEUTY  Selects 


Fideiiiy 


Inuestments 


For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'Foreign  investnienLs,  especially  those  in  emerging  markets,  involve  greater  risl<s  tiiaii  L:.S.  investments.  -Average  annual  total  returns  for  the  periods  ending  6/,W/95  are  historical 
and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  funds'     sales  charge.  Share  price  and  return  mav  var\'.  If  Fidelit)'  had  not 
reimbuRed  certain  expenses  for  some  of  the  funds  during  the  periods  shown,  those  funds'  returns  would  have  been  lower  FideliW  Distributors  Coriwration. 


USA 


OQO  Proud  Sponsor  of  the  1996  U  S  Olympic  Team 


G199S  GM  Corp.  Alt  rights  reserved.  Always  wear  safety  belts,  even  with  air  bags; 
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Most  likely,  they  won't.  But  in  the  new  Pontiac®  Bonneville®  SLE,  you  will  be  prepanfstesv 
Feel  a  connection  to  the  road  that  formerly  only  came  with  higher-priced,  European 
performance  sedans.  Bonneville's  205-horsepower  engine,  more  horsepower  than  a 
BMW  525i,  inspires  a  powerful  feeling  of  dynamic  authority  over  the  road.  Speed-sensit 
steering  and  a  fully  independent  sport-tuned  suspension  support  your  position  of  power. 
Flash  your  lights  to  pass,  and  understand  what  it  means  to  own  a  lane  in  a  car  that 


)    AN  AUTOBAHN 
L  l_    B  E    R  E  A  D  Y. 

)ates  your  instincts.  But  fully  realizing  the  performance  is  only  part  of  the  experience, 
design  this  sophisticated  for  thousands  less,  and  no  translation  is  necessary.  The  new 
!ville  SLE.  For  more  information,  call 
-2PONTIAC.  _ 

BONNEVILLE 

\RES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper  limited  warranty,  V  " 

hour  Roadside  Assistance  and  Courtesy  Transportation.  See  your  dealer  for  details.  WE  ARE  DRIN/INGI  EXCiiTE/VAEN'H 


International  Outlook 


EDITED  BY  STANLEY  REED 


A  DRUG  SCANDAL  MAY  TAKE  THE  GLOW 
OFF  GOLOMBIAS  ECONOMY 


Colombia's  democratic  tradition  was  put  to  the  test  on 
Sept.  26,  when  President  Ernesto  Samper  Pizano  was 
giilled  for  more  than  eight  houi's  by  a  congi-essional  com- 
mittee investigating  charges  that  his  1994  campaign  took  $6 
milHon  fi-om  dnig  lords.  That  wasn't  enough  to  rattle  a  multi- 
national executive  on  the  other  side  of  Bogota.  Pulling  out  new 
flip  chails  for  an  upcoming  presentation  to  New  York  bankers, 
he  raved  about  Colombia's  fast-gi'owing  economy  and  his  com- 
pany's expansion  plans.  "The  big  investors  ideal- 
ize the  two  best  places  to  be  in  Latin  America 
these  days  are  Chile  and  Colombia,"  he  said. 

To  the  outside  world,  Colombia  is  the  land  of 
cocaine  and  lawlessness.  Indeed,  the  enthusiastic 
executive  got  a  call  just  that  morning  from  a 
gueiTilla  leader  demanding  money  to  "protect" 
one  of  the  company's  rural  installations.  But 
few  outsiders  realize  that  Colombia  also  has  en- 
joyed a  stable  democracy  for  four  decades  and 
boasts  an  enviable  economic  track  record. 
DARK  SIDE.  Thanks  to  recent  oil  discoveries 
and  to  foiTner  President  Cesar  Gaviria  Tiayillo's 
opening  of  the  nation's  markets,  annual  foreign 
du'ect  investment  nearly  quadiupled  over  just 
two  years,  to  $4.6  billion  in  1994.  That  above- 
boai'd  investment,  plus  an  estimated  $1  billion  a 
year  in  drug  money,  has  produced  economic 
gi'owth  averaging  4.2%  over  the  past  five  yeai's, 
peaking  at  5.7%  last  year. 

But  now,  Colombia's  dark  side  is  threatening  its  economic 
prosperity.  Samper  is  increasingly  on  the  defensive.  He  dismiss- 
es the  charges  against  his  campaign  as  slander  and  innuendo. 
But  he  has  been  hurt  by  the  recent  arrest  of  three  of  his  top 
campaign  aides,  including  Defense  Minister  Fernando  Botero. 
So  far  police  have  seized  cancelled  checks  showing  the  cam- 
paign received  fimds  fi'om  traffickers'  fi'ont  companies,  but  if 
concrete  evidence  is  found  that  Samper  was  personally  in- 
volved, he  could  be  forced  from  office. 


NABBED:  (  ol 

kingpix  Gilbe 


Samper's  problems  ai'e  ab'eady  shaking  the  heretofore  sou 
economy.  The  peso  has  plummeted  9%-  against  the  dollai'  o\ 
the  past  month.  Two  Colombian  banks  that  bet  on  the  peso 
reported  to  have  suffered  more  than  $100  million  in  exchan 
losses.  But  not  all  the  economic  news  is  bad.  The  economy 
still  expected  to  grow  by  at  least  4.5%  this  year.  And  recem 
Moody's  Investors  Service  shiugged  off  the  Samper  fias 
and  upgraded  Colombia's  sovereign  debt  rating  to  investmff 
gi'ade — the  only  Latin  American  countiy  4 
cept  CMle  to  receive  such  a  rating. 

But  if  the  imcertainty  continues  much  long 
there  could  be  more  serious  consequences.  0 
wony  is  that  Samper  could  go  on  a  spendi 
spree  to  bolster  his  support.  "If  it's  a  sho 
teiTn  crisis,  om'  institutions  can  handle  it,"  se 
Miguel  Largacha  Martinez,  vice-president 
Banco  Ganadero.  "But  the  sooner  this  is 
solved,  the  better  for  the  economy." 

The  Colombian  Congress  is  expected  to  ret 
a  decision  by  the  end  of  October  as  to  whetl 
to  recommend  Samper's  impeachment.  It  is 
fi'om  clear  what  they  will  do.  One  factor:  Di 
traffickers  ai'e  believed  to  have  substantial 
fluence  over  congi'ess.  In  a  sign  of  the  timr 
that  this  crisis  could  produce,  unidentified  gi 
men  ambushed  Samper's  attorney  the  day  af  h' 
he  testified,  wounding  the  lawyer  and  killi 
two  bodygTiards. 
Ironically,  Samper's  weakness  has  played  into  the  hand; 
the  U.  S.,  wMch  has  been  able  to  pressm-e  him  to  go  along 
effoits  to  destroy  coca  and  poppy  plantations  and  imprison 
of  the  seven  main  Call  kingpins,  including  Gilberto  Rodrigi 
Orejeula.  Those  developments  bode  well  for  Colombia's 
forts  to  shake  its  chug  dependency.  But  first,  Samper  must 
ther  clear  his  name  or  leave  the  scene. 

By  Geri  Smith  in  Bogota,  Colomt 
with  Stan  Crock  in  Washingt 
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GLOBAL  WRAPUP 


JOCKEYING  FOR  CASPIAN  OIL 

►  The  Clinton  Administration  is  put- 
ting very  heavy  pressure  on  an  oil 
consortium  led  by  Amoco  and  British 
Petroleum  to  use  pipeline  routes  that 
pass  through  the  territories  of  both 
Georgia  and  Russia  to  handle  the 
shipments  from  a  $7  billion  project  in 
the  Caspian  Sea.  Washington  is  wor- 
ried that  using  only  Russia  would 
give  Moscow  too  much  future  control 
over  the  vast  oil  reserves  in  the  for- 
m.er  Soviet  republics  near  the  Cas- 
pian. The  decision  on  routes  is  ex- 


pected to  be  made  sometime  in  early 
October. 

Members  of  the  consortium,  howev- 
er, are  concerned  that  the  dual-route 
option  could  wind  up  costing  up  to 
$600  million — too  much  to  justify  the 
relatively  small  volume  of  so-called 
early  oil  from  the  Caspian  project. 
That  oil  is  supposed  to  build  confi- 
dence and  help  finance  consortium  op- 
erations and  a  future  major  $1.5  bil- 
lion pipeline.  Beyond  that,  Russia  has 
effective  hegemony  over  Georgia,  so 
it  could  easily  interfere  with  oil  going 
through  the  republic. 


CHINA'S  LITIGATION  BOOM 

►  You  might  not  think  of  China  as  a 
mecca  of  legal  activity,  but  more  and 
more  Chinese  are  turning  to  their 
courts  to  resolve  business  disputes. 
In  the  first  eight  months  of  1995,  Ch 
nese  courts  were  hit  with  an  astounc 
ing  697,000  such  cases,  reports  the  o 
ficial  Legal  Daily.  Of  that  number, 
596,000  cases  involving  $9.6  billion  ir 
claims  were  resolved.  An  increasing 
number  of  the  cases  involve  intellec- 
tual property,  as  Chinese  companies 
go  after  rip-off  artists  within  China. 


64  BUSINESS  WEEK  /  OCTOBER  9.  1995 


TheTI  Extensa 550.  Now  You  Can 
jEY  The  Power  Of  A  Pentium  Processor 
ForThe  Price  Of  A486. 
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e/tENSA  550 

•  Pentium  75MHz 

•  PCI  Bus  architecture 

•  256KB  L2  cache 

•  10.4"  Dual  Scan  display' 
•8MB  RAM, 

upgradeable  to  40MB  = ' 

•  524MB  HDD  ■ 

•  Type  III  PCMCIA  slot 

•  Optional  CD-ROM 

•  Weight:  6.2  lbs. 

•  Serial  infrared  port 


Pentium 


START 

D 

EXmDINAIIV 


There  are  many  portable  computers  from  leading  manulacturers  priced  like  the 
new  TI  Extensa  550.  Trouble  is,  they  probably  don't  come  with  Pentium*  processors. 

They  use  DX4  or  DX2  processors  to  power  their  machines.  And  that's 
just  the  beginning.  The  new  TI  Extensa  550  extends  the  power  of  its 
Pentium  processor  with  256KB  of  L2  cache,  allowing  the  processor  to  work 
at  maximum  operating  efficiency. 

What's  more,  the  new  TI  Extensa  550  uses  the  same  PCI  circuitry  found 
in  most  desktop  models  for  blazingly  fast  video  monitors  and  improved  disk 
drive  performance.  The  new  TI  Extensa  550  also  comes  with  a  serial  infrared  port, 
which  lets  you  print  or  share  files,  wirelessly.  Thus  enabling  the  new  TI  Extensa  550, 
and  its  owner,  to  do  some  extraordinary  things.  _ 

To  get  your  own  TI  Ex-tensa  550  or  to  Bndout  ^ 
about  our  other  models,  call  1-800-TI-TEXAS.     7^    I  EXAS 
E-mail:  2ti@msg.ti.com.  Internet  (httpy/www.ti.com) .     1 N  STRU  ^4  ENTS 


Extensa  and  "Start  Doing  Extraordinary  Things"  are  trademarks  of  Texas  Instruments.  Pentium  and  the  Intel  Inside  logo  are 
registered  trademarks  o(  Intel  Corp.  ©  1995  TI. 


You  don't  die  at  80  if  you  can 
live  to  96:' 


HELEN  K.  YATES 
HEMET,  CALIFORNIA 

In  1923,  Helen  Yates  set  out  for  China  to 
teach  school.  She's  been  teaching  those 
around  her  how  to  view  life  ever  since. 

She  cruised  the  §ords  of  Norway  at  the  age  of 
79,  visited  the  West  hidies  at  93,  and  recently 
flew  to  Paris  to  see  her  13th  gi-eat-grandchild. 

But  for  years,  she  battled  hypertension  so 
explosive  that  every  beat  of  her  heart  was  like  a 
jackhaninier  in  her  head.  In  time,  pharma- 
ceutical research  and  her  spirit  prevailed. 

Today,  thanks  to  proper  care  and  a 
medication  we  developed  at  Pfizer,  Helen  is 
making  plans  for  tomorrow. 

We're  committed  to  finding  cures.  Even 
when  the  research  takes  over  a  decade,  we 
take  the  time.  We  have  to.  It's  for  people 
like  Helen. 


"  I'm  outliving  my  teeth,"  she  says. 


Economics 


POLICY 


HOW  LOW  SHOULD 
RATES  BE? 

Taylor's  Rule  says  lower,  but  the  Fed  is  now  ignoring  it 


Throughout  his 
eight-year  ten- 
ure as  Federal 
Reserve  Chair- 
man, Alan  Greenspan 
has  kept  Wall  Street 
perpetually  guessing 
about  the  futuiv 
course  of  monetary 
policy.  And  for  good 
reason.  Rather  than 
relying  on  a  single 
indicator  for  chang- 
ing interest  rates, 
such  as  the  money- 
supply  figures  Fed 
Chairman  Paul  A. 
Volckei'  claimed  to 
follow  in  the  1980s, 
Greenspan  has  opted 
for  an  eclectic  ap- 
proach. He  pores 
over'  hundreds  of  sta- 
tistical and  anecdotal  factoids  before  de- 
tei'mining  where  to  set  rates. 

Now,  some  Fed  watchers  believe  they 
have  discovered  a  monetary  crystal  ball 
that  could  help  them  anticipate  Green- 
span's moves.  The  creation  of  John  B. 
Taylor,  a  respected  Stanford  University 
economist  and  member  of  the  Council  of 
Economic  Advisors  under  President 
George  Bush,  this  forecasting  tool  has 
proven  surprisingly  accur-ate  at  predict- 
ing r'ate  changes  by  the  Gr-eenspan  Fed 
over  the  past  eight  year's — at  least  up 
to  now  (chart).  Over  the  past  year;  there 
has  been  a  diver'gence  between  the  ac- 
tual Fed  funds  r-ate,  now  at  5.7.5%,  and 
the  pr'edicted  values.  But  if  follower's 
of  Taylor''s  Rule  ar'e  right  about  its  pr'e- 
dictive  power's,  it  could  portend  further 
rate  cuts  by  Greenspan  that  send  the 
Fed  funds  rate  below  5%. 
EARLY  SIGN.  Taylor's  Rule  is  a  relative- 
ly simple  for'mula  that  uses  current 
gr'owth  and  inflation  to  deter-mine  the 
optimal  level  of  short-term  inter'est 
rates.  How  good  is  it?  Had  Wall  Street 
traders  heeded  Taylor's  Rule,  they 
would  have  anticipated  critical  tur-ns  in 
Fed  policy,  such  as  the  P^ebr-uary,  1994, 


decision  to  raise  the  short-term  Fed 
funds  rate  for'  the  fir'st  time  in  near'ly 
five  years.  Even  those  P'ed  watcher's 
who  had  been  expecting  the  policy  r'e- 
versal  admit  that  Taylor's  Rule  would 
have  helped  them  for'ecast  the  magni- 
tude of  looming  rate  hikes.  Economists 
at  Salomon  Br-others  Inc.  figured  that 
the  Fed  funds  rate — the  Fed's  tar'get 
price  for  overnight  loans  between 
banks — would  only  climb  from  3%  to 
4.5%.  But  the  nile  pr-edicted  it  would 
top  out  at  5.5%,  which  wasn't  far  off 
the  actual  6%  peak.  "It  r'eally  did  come 
thr'ough,"  marvels  Salo- 
mon economist  Robert 
V.  DiClemente. 

Some  economists  be- 
lieve Taylor's  Rule 
works  well  because  it 
perfectly  captur'es  the 
chau'man's  gradualist  na- 
tur-e  and  his  inclination 
to  begin  adjusting  pohcy 
in  advance  of  turns  in 
the  economy.  Taylor's 
Rule  "captures  beauti- 
fully the  considerations 
that  the  Fed  looks  at," 


TIME  TO  EASE? 


2 


FED  FUNDS  RATE 
PRESCRIBED  BY 
TAYLOR'S  RULE 


I  '91 
APERCENT 

DATA  SALOMON  BROTHERS  INC 


says  Northwestern  University  econo' 
mist  Martin  Eichenbaum.  Taylor  claim 
that  he  didn't  set  out  to  predic 
Greenspan's  moves  on  rates,  but  onl; 
to  create  a  formula  that  would  serv^ 
as  a  guiding  principle  for-  setting  mone 
tar-y  policy.  "The  intent  was  to  develop 
good  oper-ating  I'ule,"  adds  Taylor.  "Th 
fact  it  came  out  so  close  was  a  surpris 
to  me." 

Just  what  ar'e  the  ingr'edients  in  Taj 
lor's  for'mula?  It  states  that  the  Fe 
funds  rate  should  be  deter-mined  by 
formula  based  on  actual  inflation,  th 
targeted  level  of  inflation  that  the  Fe 
hopes  to  achieve  (which  Taylor'  pegs  a 
2%),  and  the  estimated  size  of  the  "oul 
put  gap,"  which  m.easur'es  how  far  th 
economy  is  above  or  below  its  full-err 
ployment  level. 

Taylor's  admir'ers  say  the  r'ule  sue 
ceeds  because  it  focuses  on  whether  th 
economy  is  operating  above  or  belo 
its  capabilities.  If  th 
economy  is  growin 
well  below  2.5%,  Taj 
lor's  dictum  would  te 
the  Fed  how  much 
needs  to  cut  rate 
Conversely,  when  th 
economy  is  growin 
above  capacity,  th 
rule  advises  the  Fe 
when  to  begin  applj 
ing  the  brakes  an 
how  hard  to  hit  then 
"The  'output  gap'  is 
good  proxy  for  deter'mining  how  muc 
slack  the  economy  has  and  whethe 
inflation  pr'essures  ar'e  building,"  saj 
DiClemente. 
PARTING  COMPANY.  Some  Fed  policj 
maker's  admit  that  they  pay  attention  1 
Taylor's  Rule.  "It's  a  very  good  realit 
check,"  says  Fed  Governor  Lawi'enc 
B.  Lindsey.  But  for  the  most  part,  Fe 
officials  consider'  it  unwise  to  tether  po 
icy  to  a  single  oper-ating  r-ule.  "Eclect 
cism  has  served  us  well"  ever  sine 
money-supply  figures  became  urrreliab 
economic  indicator's,  says  Robert  I 
McTeer'  Jr'.,  pr-esident 
the  Federal  Reserv 
Bank  of  Dallas.  "I  don 
pay  attention  to  it, 
doesn't  say  anythir 
about  other  importar 
considerations,  such 
the  health  of  the  ban! 
ing  system." 

Indeed,  starting  lai 
winter',  Greenspan  par 
ed  company  with  Ta; 
lor's  Rule  for  the  fir 
time.  The  rule  called  fi 
the  centr'al  bank  to  b 
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operating  rule. 
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to  me,"  says 
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Sometimes  it  pays  to  he  Contrarian. 


Robertson  Stephens  Contrarian  Fund 


Paul  Stephens,  portfolio 
manager,  applying  rigorous  nidependent  thinking  and  avoiding  the  madness  of  crowds. 


For  more  information 
and  a  prospectus,  call: 


800-766-3863 ext:  108 


ROBERTSON 
STEPHENS  & 

COMPANY 


MUTUAL  FUNDS 


For  more  information,  inciuding  other  management  fees,  expenses  and  special  risl<s  associated  witti  stiort  selling,  call  Robertson  Stephens  &  Company, 
distributor,  for  a  prospectus.  Read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results.  You  should  realize  that  investment  return 
and  principle  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 


■BM  :Sdi^gis:er9dt-2KmarkandSoijtioristofasniaii  planei  isairaJemafkotlnte^^^  Integrated  Sysienis  Solutions  Corporarton(ISSC)  is  d  wholly  owned  subsidiary  ot  IBM  ^    The  IBM  fiome  page  can  be  found  at  http//wwwibm  com  ©1995 1:  - 

^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^ 


IN  III  K  III.H^  <:\l  I  |)||ii\s  (tiul  r<'lhiiikin<j:  computer  sysU^ins.  onnedsultsidiarylSSCii  ■■ 

(>/  the  Ohio  Ifilley,  a  ncniv  (om-  il\  Steel  noic  yields  more  profit  in  pfirtnership  n  ith  AKma 

petitive  compony  has    r~     =-^>  per  ton  oj  steel  than  (iny  other  steel  in  operations,  finance  am  \ 

been  built.  company  in  the  I  nitecl  States.  The  resulty  in  improi 

By  rPU  (>rLin<.i  business  practices  Consultants  from  IBM's  n  holly  infornuilion  systeni.  manaf  ■ 


nd  a  single-minded  focus  by  our  home  page  (it  hltp-J/wum.issc. 

making  for  AK  executives.  ihm.com 

iow  canyon  create  new  ^  _  _-E: ^ 

■tive  advantage?  Call  us  at  T 

m-33.3.3,  ext.  HA025.  Or  stop  Solutions  for  a  small  planet™ 


Today's  ^1 
Money  Market  Fund  May  Not 
Be  Tomorrow's. 


Invest  in  a  proven  performer  since  1974. 


KcmptT  Monc\'  Market  Fund  Ranking  vs 
ucncral  Monc\'  Vlarkei  Funds  (as  of  6/30/051 
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■^ourtc  Lippcr  Analnical  Semces.  Inc.  Yields  uill 
lluctuaie  Past  performance  does  not  represent 
luture  perlomiance  Rankings  are  based  on  total 

icliirn  Willi  diNidenJf  leinwsted 


Invest  in  Kemper  Money  Market  Fund. 

The  Fund  has  earned  consistently  high  ciuTcnt 
\nelds,  year  in  and  year  out. 

CaU  1-800-537-6001,  extension  68 
toda\  for  \  our  jicc  Kemper  Money  Market 

Fact  Kit.  You'll  receu'e  a  prospectus  contaming 
more  complete  information  including  manage- 
ment fees  and  expenses.  Read  it  carefuUy  before 
\-ou  invest  or  send  money 

Mone\  market  funds  are  neittier  insured  nor  guaranteed 
bv  the  U.S  Go\'emment  There's  no  assurance  that  a  fund 
iian  maintain  a  $1  00  share  value 


mUTUai FURDS 


We're  Building  Tomorrows  Today^' 


.C.  IuOt  Kemper  Fiismbuiors,  hit 


235472  7/95 


^  a   ^  Missed  the  chance  to  talk  with 

\  I  %  \  Netscape  co-founder  Marc 

1     \  1  \  ^  Andreessen  when  he  was  the  guest 

l\JnS»lll%TA     ^  Business  Week  Online  live  con- 
^  ference?  Or  maybe  you  were  away 

when  BW  economist  Bill  Wolman 
gave  his  latest  investment  advice. 
It's  not  too  late  to  find  out  what  they-and  other  important  newsmakers- 
had  to  say  about  today's  top  issues.  Just  log  on  to  Business  Week  Online  on 
America  Online  and  download  the  transcript  of  any  of  our  past  conferences. 

Here's  a  sampling  of  what  you'll  find-and  remember,  we're  adding  more 
every  week: 


TIUNSGRIPIS 


Is  an  MBA 
Worth  It? 

Dean  B.  Joseph  White 


Windows  95  Women  Labor  Day  with  the 

Two  top  Microsoft        Entrepreneurs  Labor  Secretary 

execs  explain  the        Plenty  of  inspiration  and  Robert  Reich  talks 


of  the  Univ.  of  Michigan  thinking  that  went  into  help  from  the  National 


Business  School  gives 
his  answers-3/30/95 


the  long-awaited 
operating  system 
-7/2/95 


Assn.  of  Women 
Business  Owners'  Patty 
DeDominic-7/11/95 


with  America's  workers 
in  this  special 
conference-9/4/95 


BusinessWeek  ONLINE^ 


For  a  free  trial  diskette  including  1 0  free  hours  on  AOL,  call  1  -800-641  -4848  and  mention  Business  Week. 


Economics 


gin  easing  the  Fed  funds  rate  towar 
4.25%,  but  the  central  bank  instea 
hiked  rates  as  high  as  6%  to  brake 
siupiisingly  robust  economy.  Even  nov 
the  Fed  is  reluctant  to  cut  rates  tiulhe: 
It  took  a  pass  at  a  Sept.  26  meeting 
Fed  officials  say  they're  waiting  to  see 
the  White  House  and  Congress  kee 
their  vow  to  slash  the  federal  detici 
Then  the  Fed  might  cut  rates  mo 
aggi'essively. 

In  retrospect,  some  economists  bla: 
Greenspan's  failure  to  heed  Taylor 
Rule  for  the  abrupt  slowdown  in  th 
economy  last  spring.  "February's  M 
was  unnecessary,  and  one  could  ar 
that  last  November's  rate  hike  was  u 
necessary  as  well,"  says  Norw^est  Cor 
economist  Sung  Won  Sohn.  Sohn  no 
worries  that  short-term  rates  adjusti 
for  inflation  are  too  high  by  past  stai 
dards.  and  he's  lu'ging  Greenspan  to  gi 
back  in  s\tic  \\nth  Taylor's  Rule — whii 
tries  to  maintain  real  rates  of  2%  d 
a  noiTnal  economy.  "Eveiy  time  the  n 
Fed  funds  rate  exceeded  the  historic; 
rate,  the  economy  has  gone  into  rece: 
sion,"  he  says.  "This  is  a  warning  th 
the  rate  is  too  high  and  might  hui't  t 
economy  in  '96." 

AUTOMATIC  PILOT?  Taylor  himself 
somewhat  more  cautious  about  ho 
closely  the  Fed  should  follow  his  nil 
"Cutting  rates  another  25  to  50  bas 
points  would  be  reasonable  at  th: 
point,"  says  Taylor  He  notes  the  Fe 
should  always  leave  itself  enough  fle: 
ibihty  to  respond  to  market  shocks  sue 
as  the  1987  stock  market  crash,  whic 
prompted  the  Fed  to  pump  liquidit 
into  the  financial  system,  or  the  banMr 
crisis  of  the  early  1990s,  when  rat( 
were  kept  low  to  help  troubled  ban! 
repau'  theii-  balance  sheet.  "I  don't  kno 
of  anyone  who  thinks  we  should  tuA": 
the  Fed  over  to  a  computer,"  agre(  te? 
Eichenbaum.  Ete; 

That's  not  to  say  that  the  Fed  cou  ^«.si 
not  use  some  help  in  calibrating  mon  t^^an 
tary  pohcy.  Some  economists  see 
lor's  formula  as  a  starting  point  th 
would  force  Fed  officials  to  justify  the 
reasoning  for  deviating  fi'om  it.  "It's 
good  touchstone  that  would  provide  di 
cipline  to  Fed  tliinking  about  the  cours 
of  monetai-y  pohcy,"  says  University 
California  at  Berkeley  economist  Jamt 
A.  Wilcox.  "It  would"  be  healthy  if  t\ 


Federal  Resei-ve  tried  to  explain  wl 


it's  a  point  above  Taylor's  Rule,  even  jc^jj 
it  did  so  privately."  With  the  econon 


still  stmgghng  to  regain  its  legs  aft< 
stumbling  last  spring,  it  may  indeed  1 
time  for  Greenspan  to  give  heed  to  Ta!, 
lor's  Rule 

By  Dean  Fotist  in  WashingU 
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The  Ultimate 
Overseas  Career 


r  the  extraordinary  individual  who 
ints  more  than  a  job,  this  is  a  unique 
reer  —  a  way  of  life  that  will  challenge 
5  deepest  resources  of  your  intelli- 
nce,  self-reliance,  and  responsibility, 
demands  an  adventurous  spirit  ...  a 
ceful  personality  ...  superior  intellec- 
il  ability  ...  toughness  of  mind  ...  and 
ligh  degree  of  integrity.  It  takes  spe- 
ll skills  and  professional  discipline  to 
Jduce  results.  You  will  need  to  deal 
[h  fast-moving,  ambiguous,  and 
structured  situations  that  will  test 
ur  resourcefulness  to  the  utmost. 

lis  is  the  Clandestine  Service,  the 
al  human  element  of  intelligence  ed- 
ition. These  people  are  the  cutting 
ge  of  American  intelligence,  an  elite 
rps  gathering  the  vital  information 
eded  by  our  policymakers  to  make 
tical  foreign  policy  decisions. 
A's  Career  Training  Program  is 
3  gateway  to  an  overseas  career. 


To  qualify  you  must  have  first-rate 
qualifications:  a  bachelor's  degree  with 
an  excellent  academic  record,  strong 
interpersonal  skills,  the  ability  to  write 
clearly  and  accurately,  and  a  burning 
interest  in  international  affairs.  A  grad- 
uate degree,  foreign  travel,  foreign  lan- 
guage proficiency,  previous  residency 
abroad,  and  military  experience  are 
pluses.  We  are  particularly  interested  in 
candidates  with  backgrounds  in  Central 
Eurasian,  East  Asian,  and  Middle 
Eastern  languages,  and  those  with 
degrees  and  experience  in  international 
economics  and  international  business 
as  well  as  in  the  physical  sciences. 
Entrance  salaries  range  from  $30,671 
to  $47,026  depending  on  credentials. 

All  applicants  must  successfully  com- 
plete a  thorough  medical  and  psychi- 
atric exam,  a  polygraph  interview,  and 
an  extensive  background  investigation. 
Maximum  age  for  entrance  into  this 
program  is  35.  U.S.  citizenship  is 


required.  CIA  encourages  applications 
from  men  and  women  of  every  racial 
and  ethnic  background,  from  all  parts 
of  the  nation  —  we  represent  America 
and  we  want  to  be  representative  of 
America. 

To  apply,  send  your  resume  (please 
include  your  college  GPA)  and  a  letter 
explaining  your  qualifications.  We  will 
respond  within  thirty  days  to  those 
judged  to  be  of  further  interest.  The 
CIA  is  an  equal  opportunity  employer. 

Career  Trainee  Division 
P.O.  Box  12002,  Dept.  25CP 
Arlington,  VA  22209-8727 
FAX:  (703)  482-7395 


Introducing  new  IVilCrOSOft  Office 

for  Windows  95 


Software  that  removes  the  barriers  between  people  and  the  full  potential  of  their  applications. 


It's  not  about  new  buttons  and  features.  It's  about  software  that  reveals  its  capabilities  and  features.  Features 
that  make  users  more  productive.  lntelliSense'"technology  makes  everyday  tasks  as  basic  as  entering  text  easier. 

Spell-checking  and  formatting  happen  automatically,  on  the  fly.  Built-in  wizards  walk  users 
through  more  complex  tasks  step-by-step.  Tasks  like  building  a  relational  database  from 
scratch,  setting  up  a  meeting,  or  building  a  presentation.  When  users  have  questions 
about  how  to  do  something,  they  ask  the  new  Answer  Wizard,  in  their  own  words.  "How 
do  1  get  this  page  to  print  sideways?"  It  shows  them  how.  It  frees  M.I.S.  people  from 
time-consuming,  repetitive  questions.  The  new  Office  Binder  lets  users  create  a  single 
document,  using  files  from  different  applications.  They  can  save  it  and  print  it  as  one. 
In  other  words,  the  software  now  conforms  to  the  task.  To  the  user.  That's  why  research  shows  users  are  now 
37%  faster  at  creating  and  editing  documents,  managing  files,  and  analyzing  data  with  new  Microsoft®  Office.* 


With  Office  as  your  desktop  standard,  the  door  is  wide  open 
between  users  and  the  Information  they  need  to  do  their  jobs. 

Because  Microsoft  Office  supports  open 
standards,  users  can  access  data  on 
individual  desktops  or  mainframes,  inside 
company  servers,  or  somewhere  on  the 
Internet.  With  the  Microsoft  Exchange  Inbox 
in  Windows  95,  they  can  use  Microsoft  Word 
as  their  e-mail  editor,  taking  advantage  of 
its  powerful  formatting  options  and  flexibility  to  better  express  ideas, 
to  pass  along  information.  Working  together  becomes  more  collaborative, 
more  seamless.  Different  people  can  work  on  the  same  Microsoft  Excel 
spreadsheet  lists  simultaneously.  Presentation  Conferencing  in  PowerPoint® 
lets  people  hold  meetings  and  make  compelling  presentations  without  ever 
leaving  their  offices.  Microsoft  Schedule+,  a  new  member  of  the  Office  suite, 
lets  them  arrange  meetings  without  ever  making  a  phone  call.  With  common 
tools,  people  communicate  more  effectively.  Work  together  more  effectively. 


Microsoft 


WHERE   DO  YOU   WANT   TO   GO  TODAY?- 


To       an  auin.'flrtio  and  more,  go  to  hup://www. microsoft.com/msofftce. 

J  lyO")  MicrosL  '  Co-poration.  All  rights  reserved.  Microsoft.  PowerPoint,  Visual  Basic.  Windows,  and  the  Windows  logo  are  registered  trademarks  and  IntelliSense,  the  Windows  Start  I 
.an.j  Wtifre  Da  Yui  M''an(  7o  Go  Toc'ay?  ore  trademarks  of  Microsoft  Coinoration,  *According  to  a  test  conducted  by  Kelly  Services. 


Build  custom  applications  that  reflect  the  way  your  company  works,  that 
streamline  specific  taslcs,  that  help  you  Implement  your  corporate  strategy. 

Using  Visual  Basic®  for  Applications,  OLE  automation,  and  the  preexisting  programmable 
objects  inside  Office,  your  company  can  build  customized  applications  for  inventory  tracking.^ 
sales  force  automation,  and  executive  reporting.  Use  3,000,000  lines  of  existing  code  to 
build  them  quickly  and  cost-effectively,  to  avoid  the  development  backlog  almost  every 

s  company  experiences  today.  Build  them  out  of  the  familiar  Office 

applications  that  people  inside  your  company  use  every  day. 
Custom  applications  that  can  take  advantage  of  InteliiSense,  built- 
in  wizards,  and  Office  integration.  More  than  500,000  developers 
currently  use  Microsoft  Office  as  a  development  platform,  because 
it  enables  companies  to  respond  faster  to  competition  and  to 
implement  corporate  strategies  in  months,  not  years. 


Office 


f>s»c^K.-d  lor  VAnoo^vi  95 


Now  you  can  take  full  advantage  ol  Windows  95 


New  Microsoft  Office  was  designed  to  work  hand-in-hand  with  the  Windows®  95  operating,  system  and  its 
simplified  user  interface.  Together  with  32-bit  performance,  long  filenames,  shortcuts,  and  the  advanced 
Ititasking  inherent  in  Windows  95,  new  Microsoft  Excel,  Word,  PowerPoint,  Microsoft  Access,  and  Schedule-:- 
make  computing  fundamentally  easier  and  faster.  They  make  users  more  productive.  For  more  information 
regarding  the  productivity  advantages  of  Microsoft  Office  for  Windows  95,  call  800-607-6872,  Dept.  HHvv. 


Sports  Business 


MANAGERS 


SECRETS  OF  THE 
SURVIVORS 


Big-league  tips  from  Lasorda,  Shula,  and  Anderson 


Spurts  trivia:  Who  fii'st  said,  "Win- 
11111J4'  isn't  everything,  it's  the  only 
thing?"  No,  not  Vince  Lombardi. 
'l^i-y  University  of  California  at 
Lus  Angeles  coach  Red  Sanders  in  1953. 
Nonetheless,  the  sentiment  still  rings 
true:  Win,  or  else.  Ask  any  head  coach. 

Granteil,  few  spoits-team  owners  are 
as  fickle  or  demanding  as  the  New 
York  Yankees'  George  Steinbrenner: 
He  has  swapped  managers  21  times 
since  taking  ovei'  in  197o.  Still,  can- 
ning the  head  coach  remains  an  ac- 
ceptable management  strategy.  Al- 
though stats  are  hard  to  come  by, 
there's  probably  no  U.  S.  industry  with 
a  higher  turnover  rate  for  top  man- 
agement than  major  league  sports:  bas- 
ketball, baseball,  football,  and  hockey. 
Because  these  113  head  coaches  and 
managers  must  contend  with  constant 
public  sci'utiny,  extraordinarily  well- 
paid  employees,  and  often  unrealistic 
e.\pectations  from  their  superiors,  they 
operate  under  intense  pressure. 

Thi'ee  coaches  have  managed  to  hang- 
on  to  their  current  jobs  far  longer  than 
all  the  rest:  authoritarian  Don  Shula 
(Miami  Dolphins  head  coach  since  Feb. 
18,  11)70),  jovial  Tommy  Lasorda  (Los 
Angi'les  Doilgers  manager  since  Sept. 
29,  197(j),  and  the  avuncular  Sparky  An- 
derson (Detroit  l"^gei's  manager  since 
June  12,  1979).  Cuming  in  a  distant 
fourth  and  tifth  in  the  longevity  sweep- 
stakes, according  to  Ehas  Sports  Bu- 
reau, are  the  Pittsburgh  Pirates'  Jim 
Leylaiid  (Nov.  20,  1985)  and  Jim  Mora  of 
the  New  Orleans  Saints  (Jan.  28,  198(i). 

BUSINKSS  WKEK  tracked  down  Lasoi-- 
da,  Shula,  and  Anderson  to  seek  their 
management  advice  for  the  brass  at  oth- 
er businesses. 

Tivt)  liuin-ii  before  game  thiie,  Lasorda 
leans  hack  ivlth  liis  hands  behind  his 
head  and  his  bare  feet  crossed  on  the 
corner  of  a  desk  in  Shea  Stadium's  vis- 
itors' locker  room.  He's  in  his  under- 
wear and  a  faded  bine  Dodgers  T-shirt. 
The  Colorado  Rockies  haoe  won  two 
straight  to  crawl  witJiin  a  game  of  the 


division-leading  Dodgers,  but  La- 
sorda, 6S,  appears  unconcerned. 
He's  holding  foith  for  a  crowd  of 
journalists  and  buddies.  His  ram- 
blings  today  include  tidbits  about 
his  marinara  sauce,  Michael 
Jackson's  divorce  rumors,  Phil 
Rizzuto  leaving  his  TV  job,  and 
Mickey  Mantle's  funeral. 

Q:  What  advice  would  you  give 
to  ('EOS  on  handling  pressure? 
A:  "Pressure"  is  a  word 
that  is  misused  in  om-  vo- 
cabulary. When  you  start 
thinking  of  pressure,  it's 
because  you've  started  to 
think  of  faihu'e. 

Let's  say  we're  playing 
the  Yankees  in  game  seven 
of  the  World  Series,  and 
we're  up  3-2.  Billy  Russell 
is  playing  shortstop  and  Orel 
Hershiser  is  pitching.  The 
shortstop  says,  "If  the  guy 
hits  the  ball  to  me,  we're  go- 
ing to  lose."  That  is  feeling 
the  pressure.  But  if  he  goes 
to  the  pitcher  and  says,  "Make 
him  hit  it  to  me  because  I'm 
going  to  get  him  out,"  now  he 
is  thinking  of  succeeding.  Self- 
confidence  is  the  first  key  to 
success. 


Q:  What  makes  a  good  man- 
ager or,  say,  a  good  CEO? 
A:  Managing  is  like  holding  a 
dove  in  your  hand.  If  you 
squeeze  too  tight,  you  kill  it. 
Open  your  hand  too  much,  you 
let  it  go.  That's  the  way  it  is  with  the 
players. 

Solomon  said  the  greatest  gift  you 
can  give  is  an  understanding  heart. 
When  a  guy  pops  up  with  two  men  on 
and  two  out,  and  you're  down  by  one 
and  lose,  I'm  very  upset.  But  you  have 
to  understand  that  guy  is  even  more 
upset. 

As  a  manager,  I  don't  hit,  catch,  or 
throw  for  them.  My  responsibility  is  to 


TOMMY  USORDA 

"Managing  is  like  holding  a 

dove  Squeeze  too  tight, 

you  kill  it.  Open  your  hand 
too  much,  you  let  it  go" 


get  my  25  guys  playing  for  the  name  o: 
the  front  of  their  shirt  and  not  the  on 
on  the  back.  But  you  have  to  undei 
stand  the  personalities. 


Q:  How  do  you  judge  a  good  rrmnager 
A:  I  ask  if  he's  getting  the  best  effoi 
out  of  them.  Do  they  play  with  an  ur 
selfish  attitude?  Tliat  holds  for  managin 
a  baseball  team  or  managing  a  compan  sfna,, 
with  50  people.  I  would  run  that  jo 
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GoldStar 

The  future  is  making  sense  ; 

e  too  cold?  Too  hot?  Or  just  hungry?  At  GoldStar,  we  all  listen  ~  from  the  President  to  the  most  junior 
isman  ~  and  then  we  create  products  that  our  customers  want.  Sometimes  even  before  they  ask. 
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Sports  Business 


the  same  way.  I  wouldn't  do  anything 

f  '  different.  I  would  not  only  get 

to  know  the  player,  I  would  get  to  know 
his  family. 

Q:  How  do  you  mediate  between  upper 
management  and  your  players? 
A:  You  have  to  know  the  strengths  and 
weaknesses  of  your  players.  To  be  suc- 
cessful, you  need  three  things:  good 
ballplayers,  gi'eat  communication  with 
your  players,  and  the  support  of  the 
fi'ont  office. 

Q:  With  such  talent  around  you,  how  do 
you  balance  egos  with  playing  time? 
A:  I  remember  a  player  that  said,  "Why 
aren't  I  playing?"  When  I  tell  him  about 
his  deficiencies,  I'm  knocking  him  down. 
Which  means  when  I  gotta  put  him  in 
the  lineup  the  next  day,  I  gotta  build  Ms 
confidence  again.  You  have  to  make 
them  feel  like  part  of  the  ball  club  

Don  Shula,  65,  is  in  his  26th  season 
as  head  coach  of  the  Dolphins.  Along 
the  2my,  he  has  anmssed  more  total  vic- 
tories than  any  other  coach  in  National 
Football  League  history  (SJ^l)  and  has 
taken  the  Dolphins  to  a  record  five  Su- 
per Bowls.  Last  year's  10-6  mark  was 


DON  SHULA 

"You  can't  get 
away  from  the 
basics.  Many 
times  you  get 
away  from  what 
you  know-that's 
when  you  don't 
do  well" 


good  enough  to  earn  the  Dolphins  their 
15th  trip  to  the  playoff's  under  his  guid- 
ing hand.  Sure,  Shula  hasn't  appeared 
in  a  Super  Bowl  since  the  Dolphins  got 
mauled  38-16  by  the  San  Frayicisco 
iOers  a  decade  ago.  And  it  has  been  al- 
most 25  years  since  he  guided  the  Dol- 
phins through  the  only  undefeated  sea- 
son (17-0)  in  pro  football  history.  But, 
true  to  form,  his  Dolphins  are  off  to  a 
3-0  .stari  this  year 


Q:  Wiat  traits  are  needed  to  be  an 
fective  leader? 

A:  To  be  effective,  as  ceo  or  coach,  yc 
have  to  have  credibility  and  communic; 
tion.  If  players  question  what  you  s£ 
or  how  you  act,  you're  going  to  ha\ 
tough  times.  You've  got  to  keep  opei 
ended  communications  at  aU  times  to  gi 
over  problems  and  hold  a  team  togethe 

Q:  WJien  things  are  going  badly,  wht 


Benham  Income 


R  o  w  T  H 


Our  conservative  approach  to  the 
stock  market  has  produced  some 
impressive  results.  Since  it  opened, 
Benham  Income  &  Growth  Fund 
has  outperformed  both  the  S&P  500 
and  the  Lipper  Growth  &  Income 
Funds  Average. 

A  disciplined  approach. 

Tlie  Fund  is  managed  using  a 
quantitative  strategy  that  focuses 
on  the  1,500  largest  U.S.  companies. 


Average  Annual  Total  Returns 
(Inception  12/17/90—6/30/95) 


Income  &  Growth  Fund  16.53% 


S&P  500 


14.75% 


Lipper  Averoge*  13.99% 


Pcr-fonmnce  is  historical  ami  does  not  gimrmtee 
fittnrc  results.  ''Source:  Lipper  Analytical  Seroicef.  Inc. 


Its  objective  is  to  exceed  the  total 
return  and  dividend  yield  of  the 
S&P  500  wMle  matching  the  risk 
characteristics  of  the  index. 

No  commissions  and  low  costs. 

The  Fund  is  true  no-load,  so  you 
pay  no  sales  commissions.  And 
annual  expenses  are  limited  to 
0.75%  of  assets,  well  below  the 
1.387f  average  for  comparable 
funds  (source:  Morniiigstar,  Inc.). 


Call  1-800-331-8331 

for  your  free  investment  guide 

□  The  Benham  Group' 

Part  of  tlieTwaitietli  Centwy  Faiiiihf  of  Mutual  Fiuuls 

23.29%  If  the  Fund's  total  return  for  the  one-year  period  ended  6130/95.  Share  price  and  yield  iviU  vary  so  that  shares  sold  may  be  worth  more  or 
leis  than  their  original  cost.  The  S&P  5U0.  an  unmanaged  index  of  common  stocks,  is  not  an  investment  product  avadahle  for  purchase.  You  will  receive 
a  prospectus  with  more  complete  information  on  fees  and  expenses.  Please  read  it  carefully  before  you  invest  Benham  Distributors,  Inc.  M5BW0 
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GolclSbar 

The  future  is  making  sense 

see  richer  colours.  She'll  see  sharper  clearer  pictures.  She'll  even  see  the  person  she's 
Cing  to  on  the  telephone.  Our  commitment  to  the  future  will  see  to  that. 

■anced  Audio/Visual  Equipment  *  Home  Appliances  '  Computers  "  Office  Automation  '  Multimedia 


There  are  times  when  just  any  cellular 
)ne  will  do.  Then  again,  there  are  times 
m  life  gets  a  bit  wild,  and  you  don't 
It  anything  less  than  a  highly  % 


•9 


world.  Shouldn't  you  have  a  highly  reliable  Ericsson 
cellular  phone?  For  a  free  brochure  about  Ericsson 
cellular  phones,  call  1-800-227-3663.  Outside] 
the  U.S.,call  (804)  845-3663. 


'Honey,  Where's  The 
■ricsson  GeJlukir  Phone^?^ 


Me  cellular  phone. 

Which  is  why  vou  should  ask  for  an  Ericsson 
,  see,  Ericsson  makes  some  of  the  best  cellular  phones 
lilable  today 

if  you're  not  familiar  with  Ericsson,  here's  something 
I'll  find  reassuring:  Ericsson  is  a  world  leader  in 
ellular  phones.  And  Ericsson  technology  is  so  highly 
regarded,  many  cellular  companies  use  it 
in  their  transmitting  stations.  Truth  is 
one  third  of  all  cellular  calls  are 
made  with  Ericsson  equipment. 

The  new  Ericsson  AH-320 
Micro-Portable  is  a  perfect  example 
of  our  reliability.  It  weighs  a  barely 
noticeable  8.7  ounces,  and  fits  easily 
in  your  pocket.  It's  also  completely 


\ 


portable,  so  you  never  have  to  be  out 


of  touch. 

And  since  a  cellular  phone  isn't  much 
good  if  you  need  a  degree  in  rocket  science  to 
operate  it,  we  made  the  AH-320  easy  to  use. 
You'll  love  the  fast,  simple, 
menu-driven  operation 
and  other  convenient 
features. 

Best  of  all,  the 
AH-320  gives  you  reliabil 
ity  and  dependability  you  can  count 
on.  So  when  you  choose  a  cellular  phone, 
ask  for  an  Ericsson.  After  all,  it's  a  wild  and  woolly 


ERICSSON 


Sports  Business 


advice  do  you  have  for  CEOs  about  how 
to  react? 

A:  You  need  to  have  your  convictions. 
There's  no  magic  formula.  You  can't  get 
away  from  the  basics.  Many  times  you 
get  away  from  what  you  know — that's 
when  you  don't  do  well. 

Q:  How  do  you  fire  somebody? 
Ai  I  believe  in  the  straight-up  approach. 
The  toughest  part  of  my  job  is  having 
to  tell  a  guy  who's  contributed  to  our 
success  that  he's  no  longer  needed. 
They  may  not  like  it  at  the  time,  but 
they'll  end  up  respecting  you  for  it  in 
the  long  run. 

Q:  How  do  you  motivate  highly  paid, 
top-level  aihletes? 

A:  We  don't  talk  much  about  money, 
what  guys  are  making.  It's  pretty  pri- 
vate. We  just  have  our  practices,  our 
regimen.  They  know  what's  expected 
of  them. 

Q:  Wiat  advice  do  you  Imve  for  dealing 
with  employees  who  create  problems? 
A:  I  make  a  decision  that  we're  going  to 
solve  whatever  it  is,  and  then  go  in  that 
direction.  I've  given  many  players  sec- 
ond and  third  chances.  I've  lost  some, 
and  I've  won  some.  I  traded  for  Irving 
Fryar,  [who]  had  a  questionable  reputa- 
tion at  New  England.  But  he's  been  one 
of  om-  team  leaders,  made  the  Pro  Bowl 
the  last  two  years. 

Q:  How  do  you  dole  out  criticism  or 
praise  to  manage  most  effectively? 
A:  It's  up  to  the  individual.  Some  guys 
need  a  pat  on  the  back  and  some  guys 
need  some  public  criticism.  It's  not  the 
same  for  everybody.  Everybody's  got  a 
different  makeup. 

Q:  What's  your  No.  1  advice  to  CEOs? 
A:  You've  got  to  have  integrity  to  be 
an  effective  leader.  That's  what  it  all 
stems  from. 

The  Detroit  Tigers  have  won  four 
straight  in  late  June  and  are  in  second 
place,  just  four  games  behind  the  Boston 
Red  Sox  in  the  American  League's  East- 
ern Division.  Sparky  Anderson,  61,  who 
has  intimated  that  he  may  not  be  back 
next  year,  is  smoking  his  trademark 
pipe  (19'26-brand  tobacco)  in  the  visi- 
tors' clubhouse  at  Yankee  Stadium.  He's 
iveamig  a  white  baseball  undershirt  with 
hlue  sleeves,  game  pants,  socks,  arid 
slippers.  In  less  than  three  hours,  his 
team  will  open  a  crucial  three-game  se- 
ries with  the  third-place  Yankees.  An- 
derson, a  self-professed  man  of  tradi- 
tion, is  explaining  to  the  Tigers'  beat 


writers  that  even  if 
game  times  are  long, 
there's  no  place  for  a 
clock  in  baseball:  "I 
don't  want  to  know 
what  time  it  is.  I  want 
to  know  what  my 
ballplayers  are  doing." 


Q:  How  have  you  man- 
aged to  stay  in  your 
job  so  long? 
A:  Those  that  worry 
about  getting  fired 
know  in  their  heart 
that  they  can't  do  the 
job.  I  never  worried 
about  keeping  my  job. 
Those  that  get  fii-ed  are  the  ones  that 
can't  deal  with  it.  [Picks  up  the  phone.] 
Call  me  and  fii'e  me.  I'll  find  a  job  to- 
morrow. That's  the  only  attitude  you 
can  have. 

Q:  How  do  you.  motivate  guys  who  play 
for  you? 

A:  You  don't  change.  I  can't  change 
myself  to  motivate  eveiy  guy  who  plays 
for  me.  You  are  who  you  are.  If  I  try 
to  figure  out  a  way  to  motivate  some 
guy,  then  I'm  making  up  something  that 
isn't  me.  I  don't  plan  anything.  When  I 
start  to  talk,  I  just  say  whatever  comes 
to  mind  and  trust  my  instincts. 

Q:  You  make  your  mistakes  live  in 
front  of  tluyusands  of  people,  and  they're 
broadcast  07i  yiational  TV.  How  do  you 
react  to  mistakes? 

A:  I  love  to  make  mistakes.  How  are 
you  going  to  become  a  ballplayer  un- 
less you  make  mistakes?  I've  made 
more  mistakes  than  I've  done  things 


SPARKY  ANDERSON 

"Those  that  worry 
about  getting 
fired  know  in 
their  heart  that 
they  can't  do 
the  job.  I  never 
worried  " 


right.  But  then  they':r 
gone.  Over. 

Q:  What  one  piece 
advice  would  you  gi 
to  a  CEO  about  to  tai 
over  a  company  for  t( 
first  time? 

A:  Never  tell  a  lie.  P... 
ways  be  yom-self.  Tha 
it.  Once  you  tell  yoi 
fii'st  lie,  you're  done. 


Q:  How  do  you  avo 
burnout  in  this  hig 
"  stress,  high-turnov 

'  '  environment? 

A:  Nobody  can  hand 
stress.  You  can  live  with  it  but  you  cai 
handle  it.  [Someone  is]  lying  if  he  te^ 
you  he  handles  stress  well. 

Q:  Wiiat  other  advice  do  you  have  J 
the  CEOS  of  the  U.S.? 
A:  Don't  go  brown-nosing,  'cause  it 
catch  up  with  you.  Biggest  trouble 
see  guys  getting  into  is  when  they  t 
to  get  in  with  the  right  side  and  t 
right  people.  They  play  both  ends,  s 
which  end  has  the  most  power,  ai 
latch  on  with  them.  Be  straight  up. 

Q:  Wliat  makes  a  good  manager? 
A:  The  most  oveirated  idea  I  hear 
who  can  and  can't  manage.  Nobo( 
knows.  But  you  can't  leani  to  mana 
by  copying.  Take  Don  Shula.  He's  t. 
gi-eatest  coach.  Shula  is  Shula.  It's  I 
way.  It's  not  your  way  or  my  w; 
You've  got  to  do  it  your  own  way. 


By  Willy  Stern 
in  New  York 


and  Elias  Levens 
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In  a  perfect  world, 

your  business-critical  applications 

would  be  running  on  a  server 

that  was  scalable  and  upgradable, 

a  server  fliat  was  botli  powerlul 

and  reliable  and  tiiat  could  be  deployed 

anywhere  in  your  enterprise, 

in  any  configuration  you  wanted. 


Welcome  to  the  perfect  world. 


The  World  of  WorldMark:  Matching  increase 
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mr  with  increased  performance 


Hie  only  line  of  scalable  servers  designed  to  maximize 
application  performance  witii  every  processor  you  add. 
(And  nobody  lets  you  add  more) 

whether  you're  performing  data  mining  operations  or  intensive  order  entry,  yon 
can't  afford  to  have  a  server  that  doesn't  squeeze  every  ounce  of  performance  From  your 
applications.  That's  why  AT&T  worked  hard  to  ensure  that  all  'WorldMark'  Servers  deliver 
the  best  performance,  reliability  and  scalability  in  the  v^orld. 

At  AT&T  we've  worked  closely  with  Intel  to  fine-tune  our  servers  so  that  every  Intel 
Pentium  processor  you  add  to  a  WorldMark  Server  results  in  the  maximum  possible  increase 
in  application  performance  and  the  minimum  possible  drift  from  absolute  linearity  And 
only  AT&T  "WorldMark  Servers  let  you  scale  up  to  5-  processors  in  a  single  box — more 
than  any  server  in  the  world. 

"Which  means  you  get  more  bang  for  your  buck  and  greater  investment  protection 
than  with  any  other  server 


Once  you  see  how  WorldMark 
peiforms,  you  may  be  tempted  to 
change  its  appearance. 

Tlic  dimension  of  speed  or  performance  is  becoming  more 
and  more  important  to  business  success,  whether  you're  performing 
intensive  OLTI^  or  making  on-the-spot  decisions  based  upon 
inf(  )rmati(  )n  gleaned  from  ad  hoc  cjueries  to  your  data  warehouse. 
Tliats  wliy  every  AT&T  WorldMark  Server  delivers  world-class 
performance  and  price/performance  benchmarks. 

Pictured  here  is  one  of  the  fastest  data  engines  in  the 
world.  The  ATlK:T  WorldMark  5100M  (cool  decal  not  included).  This 
MPI-"  rocket  features  the  newest  generation  of  fiber  interconnect 
technology  which  provides  an  awesome  peak  bandwidth  of 
20  MB/second  per  node  and  blazingly  fast  benchmarks.  Speed 
that  makes  your  employees  more  productive.  Speed  that  delivers 
killer  c|ueries  from  terabytes  of  data  in  record  time. 

Speeel  that  will  help  your  company  leave  the  competition 
far,  far  behind. 
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Pentium 


s^elcome  to  the  World  of  WorldMark! 


1 


,\li:T\\bildMark410()S 
Deskside  (Ion ligii ration 

•  2tnHyi)MII/  in  LVMH/'  Intel  IVnIiiim 
pre  )cc-sst  »rs 

"  Upgradihlc  in  nt-xr  ^eiieialii  in  Intel 
procewor  tamily  (Fd) 

•  2  MB  secnnd-level  cache  per  iirmesMir 

•  fn  MB  ti >  2  GB  Error  Checkinji  and 
Oirrecting  lECC)  memory 

»  2  to  <(i  (iB  Internal  disk  ■.torage 

•  ^  I  ( )  •)2-bit  bus  width  per  skil 

•  Up  ti)()  LAN  and  IH  WAN  (onnections 

•  Optional  hoi  pluggable  internal  disk 
array  w  /R.-MD  controller 

•  Optional  inlemal  uniiitemiptible  power 

>  Optional  AIST  LifeKeeper  FR!s 

►  DiagnosiK  subs\'steni 


Alc*tr\\'()iidMark51()0S 
SMiHijntiguration 

>  ^  to  32  ')(IMI  1/  or  l33MH/_  Intel  I'entiuni 
processors  per  pn  icessc  x  subsystem  ( node ) 

>  One  processor  subsystem  per  SIOOS  c-abinet 
'  I  'pgradable  to  next  generatK  in  Intel 

processor  family  ( Ph  I 

>  H  MB  second-level  cache  per  processor 

'  32  MB  Limited  Address  R;tnge  Qlchc  per 
processor  board 

<  (i  i  MB--)  GB  EGG  type  memorv  |ier 
processor  subsystem 

'  I 'p  to  KM)  GB  internal  disk  storage 
'  16  I/O  skits;  32-bit  bus  widtli  per  slot 

<  Up  ti )  7  LAN  anti  24  WAN  ci  innectK  ins 
I  Internal  uninterruptible  power 

•  Hot  pluggable  disk  drives  and  lans 

I  KetluncLint  power  supplies 

I  Optional  redundant  battery  backup 

>  (Jptjonal  A'KT  LifeKeeper  Switchover  FRS 
I  Fully  upgradable  to  a  SKlfiG  (Gliister)  or 

311  lOM  (MBP)  configuration 


mWoridMark510()(: 
Cluster  Conliguration 

I  Clustering  ot  2  to  H  processor  subsystems 
I  1  or  2  processor  subsystems  per  310UC  cabinet 
'  -r  to  32  90MHz  or  133MHz  Intel  Pennum 

processors  per  processor  subsystem 
'  L'pgradable  to  next  generation  Intel  processor 

family  (P6) 
I  4  MB  second-level  cai  he  per  pn  icessor 
'  32  MB  Limited  Address  R.inge  C.iche  per 

processor  board 
'  (14  MB-4  GB  EGG  memory  per  processor 

subsystem 

'  16  I/O  slots  per  node;  32-bit  bus  width  per  slot 
'  I  'p  to  7  LAN  and  24  WAN  connections  per 

pn  icessor  subsystem 
'  Internal  uninterruptible  power 
'  Hot  pluggable  disk  drives  and  fans 
'  Redundant  power  supplies 
>  (Optional  redundmt  battery  backup 
'  Automatic  system  recovery  and  automatic  user 

and  application  switchover 
•  Administration  Workstation  Subsystem  (AWS) 

alli  iws  ;i  single  operation  view  of  the  entire  system 


World  Mark  5100iM 
MPP  Conliguration 

•  Scalable  BYNET  fiberbased  interconnect 
'  1  or  2  processor  subsystems  per  SIOOM  cal 
>  4  to  32  133MHz  Intel  Pentium  processors 

processor  subsystem 
'  Upgradable  tc^i  next  generation  Intel  proce 

family  (P6 1 
'  4  MB  seci  ind-le\  el  cache  per  processor 

•  32  MB  Limited  Address  Range  Qiche  per 
processor  board 

'  64  MB-4  GB  ECC  memory  per  processor 
subsystem 

'  16  I/O  skits  per  processor  subsystem;  32-1: 

bus  width  per  sk  it 
'  Up  to  7  LAN  and  24  WAN  connections  pe 

processor  subsystem 
'  Internal  uninterruptible  power 
'  Hot  pluggable  disk  drives  and  fans 
'  Redundant  power  supplies  and  battery  b 

•  Administration  Workstation  Subsystem 
(AWS)  allows  a  single  operation  view  of 
the  entire  system 


To  get  more  info  about  AW  WoiidMark  Servers,  call  1  800  447-1124,  ext.  1144. 
E-mail  us  at:  attgis.info@claytonoh.attgis.com 
Or  visit  our  web  site  at:  http://ww\v.attgis.com/events/WorldMark 
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Science  &  Technology 


RTUAL  REALITY 


iALLIT 

>ALPABLE  PROGRESS 

le  Phantom  simulates  touch — but  will  it  make  money? 


)r.  Thomas  M.  Krummel,  chairman 
of  the  department  of  surgery  at 
Penn  State  Medical  College,  slow- 
ly guided  a  biopsy  needle  into  a 
lall,  hollow  cone  pressed  against  a 
lU.  Pushing  the  needle  in,  he  hit  resis- 
ice,  followed  by  a  gentle  pop  as  he 
srced  the  outer  skull.  A  second,  hard- 
pop  told  him  he  had  penetrated  the 
ler  skull.  The  needle  then  slid  easily 
*ough  two  inches  of  soft  brain  tissue 
d  stopped.  Probing  gently,  Krummel 
t  a  solid  mass:  a  tumor.  One  firm 
ke,  and  he  was  inside  it. 


This  "operation"  took  place  last  fall. 
But  there  was  no  blood  or  bi-ain  tissue,  or 
even  a  patient.  Instead,  Kfummel  was 
using  one  of  the  most  advanced  inter- 
faces yet  developed  for  a  personal  com- 
puter Tlie  brain  tumor  was  an  linage  on 
a  computer  screen.  The  needle  was  a 
tliimble  on  the  end  of  his  ftnger,  held  in 
place  by  a  robotic  arm.  Through  the 
tliimble,  Krummel  controlled  the  needle 
on  the  screen,  and  'felt"  resistance  thanks 
to  thi'ee  motors  guiding  the  thimble's  re- 
sponse. "The  accuracy  is  excellent,"  says 
Kiaimmel.  "It's  tiiilv  awesome." 


MASSIE  &  SALISBURY:  The  pair  ''have 
to  grow  quickly  or  get  steamrolled" 

The  object  of  Krummel's  praise  is  a 
desktop  system  called  the  Phantom.  Al- 
though still  a  prototyi^e,  it  represents  a 
technological  leap  foi-ward  for  the  field 
of  virtual  reality.  That's  because,  com- 
pared with  mind-bending  3-D  illusions 
from  companies  such  as  Silicon  Graphics 
Inc.,  the  technology  to  simulate  touch — 
known  as  "force  feedback" — is  in  its  in- 
fancy. Scientists  and  product  designers 
crave  this  tactile  dimension,  to  enhance 
their  engineering  simulations  (table). 
And  though  rival  systems  exist,  the 
Phantom  is  the  most  flexible  and  eco- 
nomical. "This  is  a  real  breakthrough," 
says  Professor  Patrick  H.  Winston,  the 
head  of  Massachusetts  Institute  of  Tech- 
nology's Artificial  Intelligence  Lab, 
where  the  Phantom  was  invented. 
INSTANT  SENSATION.  The  Phantom's  sim- 
plicity springs  fi'om  necessity.  Thomas 
H.  Massie,  24,  built  the  fii'st  version  in  a 
i-ush,  for  his  senior  thesis  project  at  mit 
in  1993.  The  idea  came  fi'om  his  adviser, 
J.  Kenneth  Salisbury,  a  principal  reseai'ch 
scientist  at  the  Ai  lab.  Together,  the  two 
applied  for  a  patent  and  fomied  Sens- 
Able  Devices  Inc.  in  Cambridge,  Mass. 

The  Phantom  was  an  instant  sensa- 
tion among  robotics  and  computer  con- 
trol mavens.  Despite  its  cinde  appear- 
ance— the  system  had  exposed  wires 
running  along  the  robotic  arm,  and  a 
container  the  size  of  a  lunchbox  for  the 
circuit  boards — orders  began  to  flood 
in.  Over  the  next  year,  SensAble  sold  40 
Phantoms  to  some  of  America's  top  vir- 
tual reality  labs. 

The  two  inventors  have  plenty  of 
competition.  Force-feedback  devices 
have  been  around  since  the  1970s,  when 
the  Atomic  Energy  Commission  began 
using  remote-control  robots  to  handle 
radioactive  materials.  These  systems 
were  expensive  and  highly  specialized. 
But  lately,  other  small  companies  have 
rushed  in.  Cybernet  Systems  Corp., 
based  in  Ann  Arbor,  Mich.,  and  Immer- 
sion Corp.  in  Santa  Clara,  Calif.,  both 
have  PC-based  force-feedback  systems. 

Still,  the  Phantom's  growing  ranks  of 
supporters  say  that  for  just  under 
$20,000.  SensAble's  design  offers  the 


BIOLOGY  At  the 

University  of  North  Car- 
olina, scientists  use  the 
Phantom  to  handle  mod- 
els of  experimental  drugs 
and  sense  how  they 
might  fit  into  a  virus  to 
inhibit  it. 


AUTOS  AND  DEFENSE 

Chrysler  may  use 
the  Phantom  to  let  engi- 
neers run  their  hands 
over  virtual  buttons  and 
dials.  GTE  uses  it  to 
mock  up  radar  control 
panels. 


ENTERTAINMENT 

SensAble  wants  to 
adapt  the  Phantom  as  a 
game  joystick  that  can 
reproduce  vibrations  of  a 
tank  on  rough  terrain  or 
the  feeling  of  opening  a 
trapdoor. 


HE  BENEFITS 
IF  TOUGH 

\lthough  still  a  prototype,  Sensi 
Ible  Devices' Phantom  offers  a  | 
limpse  of  what  force-feedback  i 
an  do  for  science  and  i/nd/ustry^ 
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It  Isn't  Just  The  Leather '  t 


'INCOLN-MERCURY  DIVISION 


It  Fits^u  like  A  Glove. 


V^th  Its  12-Func:tion  Memory 
Profile  System,  Lincoln  Continental 
OfFers  Unparalleled  Personalization. 

Lincoln  has  long  felt  that  a  luxury  car  should  adjust  to 
the  person.  Not  the  other  way  around. 

That  philosophy  reaches  new  heights  with 
Continental's  unique  12-function  Memory  Profile 
System.  It  allows  you  —  and  another  driver  —  to 
personalize  the  car's  ride  and  steering  to  your  exact 
preferences,  along  with  setting  driver's  seat  position, 
outside  mirror  positions,  radio  station  presets  and 
seven  other  functions. 

What's  more,  Continental  isn't  just  comfortable. 
It's  also  comfortable  with  its  power.  That  confidence 
comes  from  the  exclusive  InTech'  ' System  which 
includes  a  powerful  4.6-liter,  32-valve,  260-hp  V-8 
engine.  Not  to  mention  an  ingenious  Road-Calibrated 
Suspension  for  greater  command  of  the  road. 

To  learn  even  more  about  this  remarkable 
automobile,  call  1  800  446-8888  or,  for  information  via 
the  Internet,  enter  http://www.Lincolnvehicles.com. 
Better  yet,  visit  your  Lincoln-Mercury  dealer  and  try 
the  new  Continental  on  for  size.  You'll  find  that  it's 
a  perfect  fit. 


LINCOLN 

W  hat    A    Luxury    Car    Should  Be 


DYNAMIC 
CROWTH  POTENTIAL 


Average  Annual  Total  Returns 

as  of  6/30/95 
■  Mid-Cap  Growth  Fund 
□  Lipper  Mid  Cap  Funds  Average 


263%  25.3% 


T.  Rowe  Price  Mid-Cap  Growth  Fund 

can  help  you  benefit  from  tfie  performance 
potential  of  America's  leading  midsize  com- 
panies. Typically,  these  companies  are  small 
enough  to  adapt  quickly  to  change,  yet 
mature  enougli  to  have  successful  products 
and  experienced  management.  As  the  chart 
shows,  the  fund  has  outperformed  its  Lipper 
Category  Average  since  inception  (6/30/92).* 
While  midsize-company  stoclcs  tend  to  be 
less  volatile  than  those  of  small  companies, 
they  are  typically  more  volatile  than  larger- 
company  stocl<3.  $2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  iiours  for  a  free  report  and  prospectus 
1-800-541-6155 


23.2% 

I 


15.9% 


1  year 


Since 
inception 


Invest  With  Confidcnci 

T.RoweR'ice 


Sdiircf:  Lipper  Analyticul  Ser\ice*>,  Inc.  '  Figures  include  cliujigc>  in  principal  value,  rein^e^ted  dividends,  and  capital  gain 
clislributions.  Total  returns  represent  p;Lst  performance.  Investment  returns  and  |irinclpal  value  will  vary  and  shares  may  be  worth 
nil  ire  or  less  at  redemption  than  at  original  purch;Lse,  Past  and  present  expense  limitations  have  increa.sed  tlie  fund's  total  return. 
Ke(|iiest  a  pids|iectus  containing  more  coni|ilete  information.  Including  m;uiagemenl  tees  and  otiier  charges  and  expenses.  Read 
it  carehillv  hefore  vou  invest  or  send  inonev,  T  Rowe  Price  Investment  Services,  Inc.,  Distributor  M(  (.ii2"S(ii 


B 


uy  recyc 


led.  It  would 


mean 


tke  world  to  tk 


em. 


TKanl?s  to  you,  all  sorts  of  everyday  products  are  lieing  made  from  materials 
you've  recycled.  But  to  leeep  recycling  working,  you  need  to  tuy  tfiose  products. 
For  a  free  brockure,  write  Buy  Recycled,  Environmental  Defense  Fund,  2.51 
Pari?  Avenue  SoutK,  New  Yorl?,  NY  10010,  or  call  FSOO-CALL-EDF 


4>EPA 


ENVIRONMENTAL  I 
DEFENSE 
FUND  I 


best  tactile  response.  "What's  speci 
about  this,"  says  John  AiTnstrong,  a  foi 
mer  vice-president  for  science  and  tech 
nology  at  IBM,  "is  that  it's  small  an 
handy  and  will  adapt  to  any  number  c 
uses."  Adds  John  Latta,  president  c 
high-tech  consulting  firm  4th  Wave  Im 
in  Alexandria,  Va.:  "No  one  has  bee 
as  good  at  tactile  feedback." 

The  technology  behind  the  Phantoi 
is  integi'ally  linked  to  advances  in  lo\n 
cost  computing  power,  according  to  Ss 
lisbury.  The  system  runs  on  a  fast  Intd 
Pentium  processor.  It  allows  designer 
to  write  software  that  simultaneous! 
processes  signals  from  motion  sensor 
on  the  Phantom's  arm  and  sends  iri 
structions  back  to  the  motors,  tellin 
them  how  much  pressure  to  apply  t 
the  thimbles.  The  whole  digital  rela, 
race  repeats  1,000  times  each  seconc 
making  the  Phantom  sensitive  to  th 
subtlest  hand  motions. 
PRIZE  PUPIL.  Consti-ucting  such  system 
is  nothing  new  for  Massie.  As  a  nint' 
grader  in  Vanceboro,  Ky.,  he  built 
computer-activated  robotic  arm  and  wo: 
second  prize  in  an  international  scienc 
fair.  Earlier  this  year,  mit  gave  him  iti 
most  prestigious  prize  for  invention. 

Next,  he'll  have  to  make  Phanton 
peifoiTn  in  the  marketplace.  The  produo 
is  still  too  rough  for  mass  productior 
And  even  some  techies  in  SensAble'l 
camp,  such  as  Marc  H.  Raibert,  presi 
dent  of  viilual  reality  consultant  Bosto:| 
Dynamics  Inc.,  says  the  Phantom  ca:| 
be  "difficult  to  program."  Worse,  th] 
window  of  opportunity  could  be  closinjl 
While  Massie  talks  about  turning  th 
Phantom  into  a  $200  joystick  for  th 
computer-game  market,  rival  Exoj 
Coi"p.,  in  Waltham,  Mass.,  may  be  read 
to  ship  such  a  product  next  year 

To  whip  the  operation  into  shape 
Massie  and  Salisbuiy  hired  former  iBlj 
finance  and  marketing  manager  Bill  All 
let  as  president  in  July.  Aulet  hopes  t 
raise  venture  capital  to  expand  produc 
tion  and  to  hire  more  progi'ammers.  In 
itially,  he  says,  SensAble  wiU  target  sui 
geons,  who  could  use  the  Phantom  t 
rehearse  procedures  before  actually  rais 
ing  theu"  scalpels.  Aulet  is  also  workin; 
on  a  software  "toolkit"  to  help  user 
design  their  own  applications. 

If  he  can  keep  these  programs  oi 
track,  Massie  tliinks  the  Phantom's  super 
ior  peifoiTuance  will  win  customer  loyal 
ty  and  set  a  standard.  "We're  going  t 
have  to  gi-ow  quickly  or  get  steamrolled, 
Massie  says.  He  has  ah'eady  demonstrat 
ed  that  force  feedback  can  be  a  force  i 
research  labs.  Now  he  has  to  show  tha 
it's  ready  for  the  mass  market. 

By  Geoffrey  Smith  in  Bosto' 
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the  new  Mita  AF-1000 


The  new  Mita  AF-1000  is  four  machines  in  one.  It  has  more  capabiUties  than  any  multi-function 
machine  in  its  chiss.  Ws  a  whole  office  in  two  square  feet.  For  a  free  Interactive  Disk 
or  more  information.,  call  1-800-ABC-MITA.  The  times  demand  Mita. 


<  have  n  say,  wMk  stiU  c, 

voi;  Uj  out  rol  editorial  access. 


r  watch  someone  review  a  document?  With  one  !i;iri(i 
up  the  document.  And  with  the  other  hand,  thc\  j^  i^k 
^  pencil.  By  the  time  a  half  dozen  or  so  people  go  over  the 
|e  document,  you  have  more  copies  and  more  input  than  you 
iinbw  what  to  do  with.  Okay,  everyone.  Pencils  down. 

Introducing  Lotus  Word  Pro  96.  Now,  there's  no  longer  the 
iCed  to  have  people  mark  up  hard  copies  of  documents.  No  need  to 
manually  compare  iill  the  comments  and  suggestions  you  receive. 
With  die  Team  Review  "'  feature  of  Lotus  Word  Pro^"  96,  you  can 
specify  who  can  edit  your  document,  what  the\' 
do  to  it,  even  how  it's  distributed.  \bi 
complete  control.  Then,  you  can  viev/ 
one's  edits  on  one  screen,  simultaneously 
decide  which  ones  to  accept  and  v,  hieh  to  rcj< 
It's  easier,  it's  faster,  and  it  eliminates  ei 
With  Ask  The  Expert,  a  feature  that  allows  users  to  ask  for  lielp 


Lotus         Prn  96. 
The  Team 
Word  Processor. 


in  their  own  words.  With  a  Spell  Check  that  highlights  nv,ss[ie 


All  right,  everybod 

Pencils  down 


words  all  at  once  and  as  the\  're  typed.  With  I)i\iucr  T.iiis 
orga'ii/e  and  manage  long  documents.  In  short,  I  otus  Word  i'm 
is  the  first  word  processor  that  adapts  to  the  wa)'  people  work. 

And,  for  a  limited  time,  when  yoii  liuy 
Lotus  Wc-rd  Pro  96  we'll  include  a  coupon* 
for  a  free  second  c<^p\.  Buy  one,  receive  one  W  )rl\itljfTT$SPf!f('f' 
tree.  Or  got  l,otus  \\'ord  Pro  as  part  of  the  new  Lotus  .SnKmSuiit.'  1.0 
for  js  1'!  ist  call  1-800-TRADE-UP  ext.  B116  todav. 

World  Wide  Web  at  w^v'w.lotus.com. 


Lotus 


:  i  And  hiHidlin^c 


V  dnibnJj^e  H.-rkw-.-iy ,  ( ..utibniigi--. 
lieniarks  dml  Word  Fn>iind  Tc<*rr.  H' 


LAW  OFFICES 

Timothy  S.  Foley 

CHARTERED 
853  STONY  LANE 
SUITE  215 
MARCO  ISLAND.  FLORIDA  33969 


TELEPHONE 
813/555-1806 

FAX 

813/555-3522 


"jennings 
'McNeil 
Rebecca  Sage 
Paul  Chealier 


Mr.  and  Mrs.  Arthur  Sweetser 
126  Squires  Road  »  a  f 

'7  iP  - 

Marco  Island,  1  londa  f.   «  \ 
^  V 

Dear  Arthur  and  Cindy, 


I  have  reviewed  vour  estate  pla ri(/a s"re fTe c t c d  m  voulpresent  Wills  and  the  schedule  of  assets  that 


you^left  with  me.    My  comments  and  suggestions  follow. 


Your  present^^'iUs  provide  the  desired  ncxibilitv  to  determine  after  the  first  death  the  amount  of 
^  marital  deduction  to  be  utilized  in  order  to  achieve  the  best  federal  estate  tax  result.  /\  problem 
^     arises,  however,  bv  reason  of  the  wav  vou  presentlv  hold/assets.  ^  the  event  Arthur  is  the  first  to      ]  j 


 ^  

SA   JfJ   ^     Jjc^  his  two  IRAs  and  /\nnuity  would  pass  to  pursuant  to  tht/^beneticiary  designations  in  place 

leaving  no  assets  with  which  to  produce  a  taxable  estate  and  utilize  any  ot  Arthur's  available  uni-  ? 
fied  credit.   While  there  will  be  no  federal  estate  tax  payable  on  Arthur's  estate,  the  tax  in  Cindy's 
estate  may  well  be  higher  than  it  needs  to  be  by  reason  of  the  failure  to  use  Arthur's  unified  credit. 

kij^  WmkL  (l^jsSM.  .-v.^-^--- 

,To  illustrate  the  forciJoing,  using  the  values  contained  on  your  Schedule  of  Assets,  and  assuming 
Arthur  dies  first  and  that  Cindv  dies  one  year  latcr^fwith  no  change  in  asset  values,  jj^rthur's  gross 
estate  forjederal  estate  tax  pur jxjscS'W^'ffl'd^^ISSSSrOrK^fi&i^  the  sum  of  the  two  IRA 


accounts  and  the  annui^.'"^'7CssuminiJ  no  administration  expenses,  thel^  would  be  a  marital  deduc- 
tion  taken  in  the  amounKof'~4,5JS,Ujl^07.00_^  since__e^ch.,a£»j^Le«3S^«^  making  up  the  gross  estate 
pass  to  Cindy,  producing  a  taxable  estate  of  -0-.  Upon  City's  death,  her  gross  estate  for  ^ed- 
eral  estate  tax  purposes  will  equal  $2,432,012.00,  representfng  the  sum  of  the  above  assets 
received  for  /Xrthur,  the  investment  account,  her  IRA,  the  prfrnary  residence,  and  the  New 
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c|\it  ACt<^       Uvi  5  \ 


For  Insight  Into 
Greater  Customer  Satisfaction, 
A  Hospital  Checked  Into 
TkE  Hotel  Industry. 

Where  Should  You  Check  In? 


Check  out  your  own  creative 
insights  with  the  help  of  the 
Global  Best  Practices  "  approach. 
Arthur  Andersen  professionals 
will  then  work  closely  with  you  to 
implement  effective  solutions. 

Their  secret?  Years  of  five-star 
experience.  Plus,  the  unequaled 
Global  Best  Practices  knowledge 
base,  reserved  exclusively  for 
Arthur  Andersen.  It's  the  first  of 

Q  1*6  Arthur  Andfrscn,  Arthur  Andersai  St  L 1 1,  St  All  rights  resfivi'd 


its  kind  and  still  without  peer. 

Continuously  enriched,  it  aboimds 
with  breakthrough  quantitative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  exliaustive  research. 
Plus,  publisheci  examples  like  the 
hospital  that  patterned  its  service  after 
that  of  a  world-class  hotel's. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver 


greater  customer 
satisfaction.  Call 
1-800-804-6620  or  visit  our  Web  site  at 

httir.llurano.ArthurAudtrsen.com. 

Global  Best  Practices^'^ 
PurriNG  Insight  Into  Practice?^ 

Arthur 
Andersen 

Arthur  Andersen  &.  Co.  SC 


)evelopments  to  Watch 


TED  BY  NEIL  GROSS 


>PINGTHE 
AINPOWER 
CHINA 


HE  1980s,  WHEN  japan's 

tronics  giants  were  at  the 
i  of  their  powers,  U.  S. 
ials  fretted  about  Ameri- 

technology  being  si- 
ned  to  Asia  through 
s-border  alliances  and  ac- 
itions.  Now,  the  pendu- 
has  swung  back.  Compa- 

such  as  AT&T  and  Sun 
rosystems  Inc.  are  tap- 
:  Russia's  wealth  of  phys- 


icists and  electrical  engineers. 
And  the  scientific  resources 
of  China  could  be  the  next 
gold  mine. 

China- America  Technology 
Corp.,  a  new  company  that's 
51%  owned  by  City  College 
of  New  York,  wants  to  be  the 
main  facilitator  in  U.  S.-China 
technology  exchanges.  CTC 
hopes  to  provide  U.  S.  compa- 
nies with  infoiTnation  on  tech- 
nology and  inventions  ema- 
nating from  the  50,000 
scientists  and  technical  staff 
of  the  Chinese  Academy  of 
Sciences  and  other  key  insti- 


tutions. Soon,  it  will  start 
maihng  out  bimonthly  notices 
to  subscribers — mainly  large 
U.  S.  companies — who  will 
pay  varying  rates,  depending 
on  the  requested  level  of  de- 
tail. Chinese  Academy  mem- 
bers include  world-class  phys- 
icists as  well  as  speciahsts  in 
ceramics,  fermentation,  and 
pollution  control,  says  City 
College  professor  and  CTC 
CEO  Ngee-Pong  Chang.  And 
its  members  can  draw  on  a 
tradition  of  plant-based  med- 
icine that  stretches  back  sev- 
eral thousand  years. 


SELF-GLEANING  WINDSHIELD?  IT'S  IN  THE  WORKS 


IIVERS  ON  LONG  HAULS  GET  TIRED  OF 

lering  through  grimy  vdndshields.  Wip- 
s  help,  but  self-cleaning  windshields 
3uld  be  better.  They  may  be  just  around 
e  comer,  and  chemical  engineer 
iam  Heller  says  they  should 
L  add  more  than  $100  to 
e  cost  of  the  car.  His  idea 

to  treat  windshields 
ith  a  thin,  transparent 
m  of  titanium  dioxide, 
tiich    he  developed 
ith  his  colleagues  at 
e  University  of  Texas 

Austin.  When  the 
n's  ultraviolet  rays  hit 
e  coating,  they  trigger 
chemical  reaction  that 
rips  the  glass  of  organic 
aterial,  such  as  soot,  tree 
p,  and  oil. 

Camera  makers  already  coat 


lenses  with  titanium  dioxide  to  help  them 
resist  scratches.  And  scientists  have  long 
been  aware  of  the  compound's  reactive 
power.  But  to  make  use  of  it  on  wind- 
shields. Heller  and  his  colleague, 
Yaron  Paz,  fii'st  had  to  purge 
the  glass  of  sodium,  which 
blocks  photocatalysis.  They 
did  that  by  bathing  the 
glass  in  acid.  Now, 
they're  ready  to  com- 
mercialize their  results. 
Even  if  they  succeed,  ti- 
tanium dioxide  won't 
put  car  washes  out  of 
Inisiness.  It  only  seems 
lu  work  on  layers  of 
grime  that  build  up  slow- 
ly. Larger  deposits,  such 
as  splattered  insects  and 
bird  droppings,  will  still  re- 
quire wiping. 


INNOVATIONS 


■  American  women  spend  an 
estimated  $2  billion  a  year  on 
panty  hose.  What's  driving  all 
that  demand?  Runs.  Now,  eli 
Corp.  in  Northbrook,  111., 
claims  it  has  a  solution:  a  4-oz 
bottle  called  Forever  Ny- 
lons— enough  to  treat  64  paii" 
of  hosiery — that  sells  for 
$4.99.  ELI  says  the  liquid  con- 
tains acrylic  polymers  that 
bond  to  nylon  fibers,  protect- 
ing them  against  runs. 

■  What's  killing  the  great 
trees  of  North  America?  Air 
pollution,  says  plant  ecologist 
Orie  Loucks  at  Miami  Uni- 
versity, Oxford,  Ohio.  Trees 
in  the  old-gi"owth  forests  of 
the  eastern  U.  S.,  stretching 
from  Alabama  to  Pennsylva- 
nia, seem  to  be  dying  at 
thi'ee  times  the  natural  rate, 
he  says.  Some  species,  such 
as  hickory,  don't  produce 
seeds  until  they  are  150 
years  old.  The  hickoiy  trees 
in  these  forests  may  not  live 
long  enough  to  reproduce. 


ORE  HORSEPOWER  FOR  YOUR  GAR  STEREO 


ST  WHEN  YOU  THOUGHT  CAR 

und  systems  couldn't  pos- 
3ly  get  any  louder,  a  radi- 
1  advance  in  speaker  de- 
^  is  threatening  to  shake 
e  sidewalks  in  American 
;ies.  By  March  of  next 
sar,  Phoenix  Gold  Interna- 
mal  Inc.  of  Portland,  Ore., 
•pes  to  introduce  a  new 
lecies  of  subwoofer — a 
mponent  in  most  high-end 
leaker  systems  that  is  op- 
nized  for  bass.  For  around 


$700,  Phoenix'  12-inch  "Cy- 
clone" unit  will  pump  out 
about  three  times  as  much 
bass  sound  as  other  sub- 
woofers  with  the  same 
dimensions. 

That's  big  news  because 
traditionally,  the  only  way 
to  get  more  bass  sound  has 
been  to  build  a  bigger  box. 
Subwoofers,  which  use  the 
same  60-year-old  technology 
as  conventional  speakers, 
achieve  their  powei-ful  bot- 


tom notes  by  means  of  a 
magnetic  coil  that  moves 
back  and  forth  along  a  line- 
ar path,  punching  out  the 
sound  waves  as  it  goes. 
Since  the  range  of  move- 
ment is  limited,  creating 
more  sound  requires  a  long- 
er path. 

In  contrast,  the  Cyclone's 
magnets  are  mounted  on  a 
round  armature  that  twitch- 
es like  the  needle  of  a  dial 
each  time  an  electrical  sig- 
nal pulses  through.  These 
rotary  magnets,  invented  by 


Chicago-based  Intersonics 
Technology  Corp.,  are  fitted 
with  lightweight  rectangular 
vanes  made  of  polystyrene 
and  carbon  fiber.  The  vanes 
push  more  air  around,  and 
thus  create  more  powerful 
waves.  That's  good  news  for 
road  rockers:  They  won't 
have  to  suiTender  car  trank 
space  to  attain  the  big 
boom.  If  all  goes  well.  Phoe- 
nix hopes  to  move  the  same 
technology  into  the  $150 
miUion  market  for  home- 
theater  speakers. 
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1995  Unisys  Corporatiuji 


CUSTOMERIZE   Up  ClOSE 

Unisys  did  more  than  help  Signet  Bank 
build  a  better  check  clearing  process. 

We  helped  them  build  a  better 
relationship  with  USF&G  Insurance. 


When  Signet  Bank  installed  the 
isys  Infolmage  check  imaging  solu- 
n,  it  didn't  take  them  long  to  cut 
ts,  boost  efficiency  and  speed  the 
!ck  clearing  process.  But  thanks  to 
•  CUSTOMERIZE  initiative,  Signet 
even  more. 

CUSTOMERIZE  is  all  about  help- 
companies  apply  information  solu- 
18  to  serve  customers  better.  That's 
y  Unisys  consultants  and  banking 
3erts  focused  on  understanding 
:net's  business-so  we  could  help 
m  shift  their  perspective  on  delivering 


customer  service.  The  result  was  a  new 
way  for  Signet  to  improve  service  and 
even  generate  a  new  source  of  revenue. 

Signet  approached  one  of  their 
most  valued  clients,  USF&G-a  premier 
insurance  company  also  dedicated  to 
superior  service.  When  Signet  described 
an  idea  for  image-based  check  accep- 
tance, USF&G  listened. 

Signet  now  delivers  check  images 
to  USF&G  over  phone  lines  the  day  of 

UNiSYS 


receipt.  As  a  result,  USF&G  improved 
the  efficiency  of  check  acceptance  and 
made  the  claims  process  faster. 

CUSTOMERIZE  is  one  example  of 
what  Unisys  means  by  information 
management-using  information  as  an 
asset  to  make  an  enterprise  more  com- 
petitive and  responsive.  For  Signet, 
it  resulted  in  a  stronger  bond  with 
a  key  customer.  To  receive  a  copy  of 
Customerize  for  Growth  and  Profit- 
ability," reach  us  on  the  Internet 
at  http://www.unisys.com/adv 
or  call  1-800-874-8647,  ext.  24. 


The  Information  Management  Company 


Marketing 


DEMOGRAPHICS 


THE  BOONIES 
ARE  BOOMING 


Young  and  old  are  moving 
back  to  Smalltown,  USA, 
and  suddenly  the  sticks 
are  a  marketer's  dream 


When  Salem  Abraham  bid  to 
handle  part  of  Smith  Barney 
Inc.'s  derivatives  poitfolio,  the 
New  York  brokerage  firm  was 
skeptical.  After  all,  instead  of  working 
out  of  skyscraper  offices  in  Manhattan 
or  Chicago,  Abraham  does  his  trading 
from  a  thi"ee-stoiy  building  in  Canadian, 
Tex.  (population  2,500),  amid  the  loamy 
mesas  two  hours  northeast  of  Amarillo. 
Abraham  showed  a  Smith  Barney  man- 
ager who  trekked  to  Canadian  his  two 
satellite  dishes,  his  14  lines  for  phones, 
fax,  and  modems,  and  his  11  personal 
computers.  But  what  really  sold  her 
was  a  campfire  dinner  at  his  cattle 
ranch  that  night.  As  they  chowed  down 
on  chicken-ftied  steak,  the  cellulai'  phone 
in  his  pickup  started  to  shrill:  Japan's 
currency  was  falling,  and  Abraham's 
floor  trader  in  Tokyo  wanted  to  unload 
1.5  billion  yen.  "We  started  trading  right 
there  by  the  campfire,"  recalls  Abra- 
ham. Within  a  week.  Smith  Bamey  add- 
ed its  funds  to  Abraham's  $130  million 
under  management. 

Opportunity  is  on  the  line  all  over 


GLOBAL  VILLAGER:  Abraham  keeps  his  finger  on  the  pulse  via  H  phone  lines 


rural  America.  The  romance  and  soli- 
tude are  still  there,  but  they've  been 
joined  by  technology  and  commerce  that 
allow  professionals  and  entrepreneurs 
of  all  sti-ipes  to  ply  their  trades  from 
the  prairies,  the  mountains,  and  the 
forests.  They're  reversing  decades  of 
migration,  boosting  rural  wealth,  and 
bringing  new  spending  power,  develop- 
ment, and  opportiuiities  to  the  American 
hinterlands.  Indeed,  since  1988,  job 
growth  in  nonmetropolitan  areas  has 
outpaced  that  in  met- 
ro areas.  Counties  in 
vacation  or  retire- 
ment areas  or  ones 
that  have  strong 
technology  infi'astixic- 
tures  are  leading  the 
way  in  gi-owth. 

Marketers,  who 
long  shunned  the 
backi'oads,  have  seen 
the  changes  and  are 
going    country  in 


».Fii 
iiien's 
Jsiderii 


ri 


droves.  Consider  Timothy  F.  Finley.  Fc 
two  years,  the  ceo  of  Joseph  A.  Ban 
Clothiers  Inc.  resisted  a  letter-wiitin 
campaign  fi-om  tiny  Quincy,  111.,  to  ope 
a  Bank  franchise  in  the  Mississippi  Ri: 
er  town.  With  a  population  of  40,00( 
Quincy  was  half  the  size  of  Bank's  smal 
est  market.  But  Finley  gave  in  after 
delegation  of  civic  leadei-s  led  by  Mayc 
Charles  W  Scholz  flew  to  Baltimore  1 
make  theii-  pitch.  The  result?  In  its  firi 
full  year,  the  Quincy  store  will  lo 


The  Fastest-Growing 
Places  You  Never 
Heard  Of 


INCOME  GROWTH 
SINCE  1990 


POPULATION  GROWTH 
SINCE  1990 


DATA  CLARITAS  INC  ,  COMMERCE  DEPT., 
BUSINESS  WEEK 


REASON  ► 


COLUMBIA,  TE| 

Saturn  pi 
nearby  Spring 
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Faxes,  laptops,  and 
modems  allow 
professionals  to  ply 
their  trades  from  the 
hills  to  the  prairies 


nillion  in  sales,  67%  more  than  pro- 
ions.  Finley  has  already  cut  ribbons 
0  new  small-market  bank  stores  and 
jnsidering  a  rollout  to  56  more  sites 
onwide.  "We're  looking  at  it  real 
3,"  he  says. 

le's  not  the  only  one.  Across  town, 
ne  Depot  Inc.  in  July  opened  a  new 
e  of  store  called  Crossroads.  The 
ncy  store  and  others  like  it  in  Co- 
bia.  Mo.,  and  Waterloo,  Iowa,  offer  a 
nified  mix  of  do-it-youi'self  tools  and 
-erials,  the  first  nonmetro  ventures 
the  supersuccessful  chain.  Sears, 


GOING  UP: 

Chip  plant  in 
Harvard,  III. 

Roebuck  &  Co.  ex- 
l^ects  to  have  800  m- 
ral  stores  open  in 
five  years. 

Clothing,  hard- 
ware, and  appliances 
are  just  the  start. 
From  books  to  tele- 
phones, from  credit 
cards  to  hotels,  iniral 
America  is  reaping  a 
cornucopia  of  com- 
merce. Outlet  stores 
and  catalog  retailers, 
which  long  have  ca- 
tered to  sodbusters 
and  homemakei"s,  ai'e 
multiplying  and 
leaching  into  new 
markets  all  across 
the  country.  In  in- 
dustries as  diverse 
as  health  care,  ho- 
tels, and  telecommu- 
nications, entire  busi- 
nesses are  growing 
up  that  focus  exclu- 
sively on  nonmetro- 
politan  customers. 
Credit-card  consul- 
tant Mike  Auriemma 
says  card  issuers, 
who  once  shunned 
nu'al  customers,  now 
comt  them — and  the 
competition  is  heating  up:  "The  attitude 
is  going  to  be,  'Ready,  shoot,  aim.'  You 
really  have  to  move  fast." 

WTiy  the  land  msh?  Companies  are 
going  countiy  because  there  are  more 
rural  residents,  with  more  money  to 
spend,  than  ever  before.  For  the  fii'st 
time  since  the  1970s,  problems  such  as 
crime,  crowds,  and  high  costs  are  driv- 
ing lu'banites  out  of  the  city  faster  than 
rural  folks  are  replacing  them.  Indeed, 
migration  into  rural  counties  jumped 
2.2%  from  1990  to  1994,  handily  outpac- 
ing the  1.3%  gi-owth  in  migration  to  m*- 


ban  counties.  Overall,  rural  counties 
have  seen  their  populations  grow  at  a 
1%  annual  growth  rate,  triple  the  rate 
during  the  1980s. 

And  it's  not  just  people.  Industries 
are  migrating,  too,  drawn  by  cheap  la- 
bor, cheap  land,  and  ever  improving 
technology.  When  a  military  base  near 
Charleston,  S.  C,  closed  last  year,  some 
companies  saw  opportunity  in  the  lower 
wages  and  falling  real  estate  prices  that 
resulted  from  the  weakened  economy. 
The  region,  with  an  educated  work 
force,  attracted  a  steel  minimill,  several 
high-technology  businesses,  and  a  new 
retirement  community.  Prisons  and  casi- 
nos— both  gTowth  industries — almost  al- 
ways locate  in  small  towns  where  costs 
are  low. 

LIFESTYLE  LURE.  Once  development 
starts,  it  can  snowball.  A  big  factory- 
outlet  mall  or  retirement  community 
plunked  down  in  the  boondocks  soon  at- 
tracts satellite  businesses  such  as  ho- 
tels, restam-ants,  and  other  retailers.  Be- 
sides the  savings  companies  reap  when 
they  set  up  outside  costly  urban  cen- 
ters, employees  like  the  lifestyle. 
"There's  a  gi'owing  strand  of  anti-m'ban- 
ism  in  a  fairly  significant  part  of  the 
population,"  says  Kenneth  M.  Johnson,  a 
Loyola  University  of  Chicago  sociologist 
who  studies  population  shifts.  "People 
want  to  live  and  work  outside  the  cities." 

That's  what  led  Bernie  Zurbriggen 
to  a  small  mountain  town  on  the  road 
ft-om  Denver  to  Vail.  Zurbriggen  spent 
19  years  working  for  phone  companies 
in  five  different  cities,  but  in  1990  he 
and  his  wife  moved  to  Frisco,  Colo, 
(population  1,900).  Zurbriggen  designed 
an  automated  Bhie  Book-type  of  ser- 
vice for  used-car  pricing  that  customers 
reach  on  a  900-number  phone  line  and 
that  he  runs  ft-om  home.  "It's  kind  of  a 
leading-edge,  bleeding-edge  business," 
Zm-briggen,  51,  jokes  about  liis  .$400,000- 
a-year  enterprise. 

Rui"al  residents  today  aren't  the  hicks 
and  hayseeds  of  the  Noirnan  Rockwell 
era.  Fanners  and  mine  workers  are  now 
only  10%  of  the  rural  population.  Not 
that  the  farmers  aren't  doing  well:  Few- 


S  CORNER,  S.C. 

ihway  connects 
I)harieston 


GONZALES,  LA. 

Small  business 
growth 


CONWAY,  ARK. 

Plant  relocations 
to  county 


CASTLE  ROCK,  COLO. 

Spillover  from  Denver, 
Colorado  Springs 


GARDEN  CITY,  KAN. 

Regional  hospital, 
beef  plant  expansion 
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er  farmers  are  plowing  more  land  and 
making  more  money  than  ever.  Farm 
income  has  set  records  in  four  of  the 
last  five  yeai's,  and  farm  debt  is  at  its 
lowest  level  since  the  early  1980s. 

Add  it  all  up,  and  there's  a  new  pros- 
perity in  the  81%  of  the  nation's  land 
that  lies  in  nonmetropolitan  areas.  In 
1992,  the  nonmetro  unemployment  rate 
was  lower  than  ui'ban  unemployment  for 
the  first  time  since  before  1980,  and  it 
has  stayed  that  way  since.  City  dwellers 
still  earn  more  money,  but  income  for 
rui'al  residents  has  jumped  an  average  of 
5.1%  annually  since  1990,  outpacing  lu'ban 
income  growth,  at  4.8%,  and  reversing  a 
20-yeai'  trend.  In  15  states,  i"ural  counties 
rank  highest  in  per-capita  income. 

Not  long  ago,  marke;ters  were  cer- 
tain rural  customers  were  too  costly  to 
reach,  too  tight  with  money,  and  too 
loyal  to  local  businesses  to  be  worth 
the  effort.  But  that  complacency  was 
shattered  when  the  Wal-Mart  Stores 
Inc.  juggernaut  I'oUed  through  Ametiea's 
outback  in  the  1970s  and  '80s.  Although 
many  viewed  Sam  Walton's  success  as 
an  anomaly,  no  one  could  deny  he  was 
reaping  bumper  profits  ft-om  markets 
his  competitors  had  scorned. 
FROM  THE  STICKS.  Then  came  the  tech- 
nology revolution.  Suddenly,  city  folks 
sick  of  the  rat  race  could  pack  up  their 
PCS,  fax  modems,  and  cellular  phones 
and  plug  in  anywhere  they  wanted. 
Consultants,  money  managers,  and  oth- 
er professionals  could  service  clients  as 
easily  from  the  sticks  as  from  their  old 
urban  canyons.  Corporations,  happy  to 
cut  down  on  office  space,  began  to  en- 
courage telecommuting,  allowing  em- 
ployees to  live  farther  out  fi-om  the 
headquarters  hub.  The  ranks  of  tele- 
workers  have  catapulted  from  just  un- 
der 2  million  in  1988  to  nearly  11  million 
today,  according  to  LINK  Resources 
Corp.  Marketers  have  moved  in  rif+tt 
beliind  them.  Mail  Boxes  Etc.,  for  exam- 
ple, looks  for  small  towns  with  lots  of 
work-at-home  business  people  who  buy 
its  mail  and  fax  services. 

At  the  same  time,  technology  has 
made  it  easier  for  manufactiu'ers  to  locate 
away  fi'om  the  urban  centere.  Motorola 
Inc.  chose  to  put  its  new  computer  chip 
plant  in  Harvard,  III,  a  faim  town  that 
boasts  an  outsize  statue  of  a  Holstein 
cow  in  its  town  squai'e.  Remote  Eldomlo 
HiUs,  Calif.,  30  miles  outside  Sacramento, 
is  home  to  two  major  employers  thanks 
to  high-powered  data  links.  International 
Billing  Service  processes  bills  for  util- 
ities nationwide,  while  Fortune  800  pro- 
vides 800-number  telephone  services. 

To  reach  growing  iiiral  markets,  com- 
panies now  are  more  willing  to  absorb 


THE  OLD  BRING  NEW  LIFE 
TO  BLUFFTON,  S.C. 


Bluffton,  S.  C,  in  the  lowlands  of 
Beaufort  county,  doesn't  look 
like  much,  but  it  has  a  rich  his- 
tory. The  15-foot-vdde  Secession  Oak 
still  stands  where  townsfolk  met  in 
1844  to  secede  from  the  Union — 
years  before  South  Carolina  did.  The 
Church  of  the  Cross  with  its  cypress 
timbers  is  still  standing,  even  though 
Union  troops  torched  the  summer 
homes  of  planters  on  the  nearby  wa- 
terfront. The  Bluffton  Eagles  semi- 
pro  baseball  team,  many  of  them  de- 
scendants of  slaves  and  freedmen. 


SUN  CITY  DWELLERS:  Retirees  mean  jobs 


permanent  tourists,"  says  Govemor 
David  M.  Beasley.  "They're  not  going 
anywhere,  and  neither  are  these 
jobs." 

Retirement  living  is  fuehng  a  lot  of 
iTU-al  development  today  and,  in  the 
process,  creating  in'esistible  opportu- 
nities for  marketers.  Employment  in 
retirement-destination  counties,  pri- 
marily in  the  Sunbelt,  grew  3.7%  last 
year,  outpacing  the  2.3%  gi-owth  in 
metropolitan  counties.  And  fi'om  1990 
to  1994,  population  in  those  counties 
jumped  10.7%s  more  than  any  other 
category,  says  demog- 
rapher Kenneth  M. 
Johnson  of  Loyola 
University  of  Chicago. 
MAIN  CHANCE.  To  see 
exactly  what  those 
numbers  mean  on  the 
gi'ound,  check  out  the 
area  surrounding  the 
new  Sun  City.  The 
impoverished  low- 
lands region  where 
the  development  is 
taking  root  was  left 
untouched  when  the 
Hilton  Head  Island 
resort  was  built  dur- 
ing the  1970s — just 


still  play  their  games  on  a  makeshift 
diamond  where  shrimp  nets  serve  as 
a  ba(*stop. 

But  travel  10  minutes  outside 
sleepy  Bluffton,  and  the  modem 
world  is  crashing  in.  Phoenix-feftsed 
developer  Del  Webb  Corp.  is  knock- 
ing down  5,600  acres  of  timberiand 
to  build  Sun  City  Hilton  Head,  an 
8,000-home  retirement  community 
complete  with  tennis  courts,  a  movie 
theater,  three  golf  courses,  and 
swimming  pools.  As  thousands  of 
new  I'esidents  an-ive — with  an  esti- 
mated net  worth  of  $450,000  per 
household — they  will  be  closely  fol- 
lowed by  marketers  hawking  every- 
thing from  clothes  to  cars  to  financial 
serviees.  That  in  turn  will  create 
new  jobs  and  new  potential  csistom- 
ers.  Construction  alone  should  add 
about  1,300  jobs  in  Beaufort  and  Jas- 
per counties  through  the  project's 
completion  in  2010.  "Retirees  are 


20  miles  away.  But 
today,  on  the  heels  of 
the  Sun  City  construction,  paper 
company  Union  Camp  is  readying 
plans  to  build  a  shopping  mall  on 
timberland  it  owns  nearby.  And  com- 
peting residential  developers  have 
also  snatched  up  big  tracts  of  land. 

That's  just  the  start.  To  bring  wa- 
ter to  Sun  City,  Webb  sank  a  $17 
miUion,  8-mile-long  water  and  sewer 
main,  which  will  generate  light  in- 
dustry construction  for  decades.  The 
state  is  planning  a  new  community 
college  nearby.  Indeed,  development 
plans  mushroomed  so  fast  after  the 
Sun  City  announcement  that  Beau- 
fort County  put  a  six-month  mora- 
torium on  new  construction  so  it 
could  draw  up  a  development  plan. 
The  Secession  Oak,  Church  of  the 
Cross,  and  Eagles  Field  are  safe, 
but  all  bets  are  off  on  the  rest  of 
tiny  Bluffton. 

By  David  Greising 
in  Bluffton,  S.  C. 
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With  the  SAS""  System,  we  can  integrate 
large  amounts  of  data  and  build  a  picture  of 
how  our  fields  are  performing. 


At  Chevron  U.S.A.  Production 
Company,  the  quest  is  to  he  better  than 
the  best.  Out  in  the  field,  engineers  join 
forces  with  earth  scientists,  operations 
staff,  and  support  personnel  to  produce 
millions  ol  barrels  of  oil  reserves. ..find 
and  develop  new  sources  of  energy... 
and  maintain  quality  and  low  cost  at 
evei7  stage  of  the  oil  and  gas  pioduction 
process. 


Why 
Chevron  US. A. 

Production 
Company  Relies 
on  the 
SAS  System 

^  Chevron 


The  Means  to  Make  Better  Decisions 

Providing  the  means  to  deliver  accurate  and  limely 
infonnation  to  improve  work  processes  and  make  better 
business  decisions  is  the  jol)  of  George  Alameda.  Chevron 
U.S.A.  Production  Company's  Manager  of  Information 
Technology. 

The  i't)mpany  is  using  tlie  SAS  System  to  help  witli 
enteq^rise-wide  infoimation  deliveiy  "Our  mission  is  to 
make  financial,  operational,  and  reservoir  data  available 
in  an  easy-to-use  fomiat  to  all  the  asset  teams  at  work  in 
CUSA  Production  Co.,"  says  Alameda.  "'We've  found  the 
SAS  System  is  a  superior  solution  for  analyzing  data, 
turning  data  into  usehil  metrics,  and  guiding  our  cross- 
functional  teams  toward  im|ii-oved  work  processes." 

One  team,  in  CUSA  Productions  Western  Business 
Unit,  is  tracking  the  profitability  of  individual  wells.  "It's 
a  tremendously  difficult  task  to  optimize  our  field 
operations  lor  maximum  profitability,"  says  Alameda. 


"W  ith  the  SAS  System,  we  can  integrate 
IcUge  amounts  ol  data  and  build  a  picture 
to  compare  one  field  against  anotliei'  and 
challenge  our  asset  teams  to  identify  and 
share  l)est  operating  |)ractices." 

Reacliing  for  the  Best 

Alameda  looks  loraard  to  extending 
the  use  ol  the  metrics  and  peiformance 
monitoring  data  to  employees  tiying  to 
improve  their  wor  k  processes.  He  admits 
ar  reaching,  but  so  is  the  SA.S  System.  "Our 
challenge  is  to  be  better  than  die  best,"  he  concludt-s, 
"and  the  SAS  System  is  helping  us  reach  that  goal." 

lb  receive  a  SAS  System  Exeeiitive  Siuiuiiary, 
give  us  a  eall  or  visit  ils  on  the  World  Wide  Wel» 
at  litt]»://ww"w.sas.eoiii 


nis  vision  is 


SAS  Inslitute  Inr. 
t'hone  919-677-8200 
Fax  919-677-4444 
Email:  l)w(n'sa>.-.a--.rc)iii 


'£^'^S4S  System 


SAS  is  a  ie}j;islfir(l  liademark  of  SAS  Insliliile  Itii'. 
Ciipyriglit  ©  1995  ijy  SAS  Institute  Iik  . 


Marketing 


uaiaDase  iviarKeung 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
40,000  emerging  firms,  mainly  private  but 
also  subsidiaries  of  public  companies.  Last 
year  one  in  six  of  these  companies  ex- 
panded employment  by  over  40%.  These 
firms  are  creating  new  jobs  and  they  have 
demonstrated  a  need  for  almost  every  kind 
of  business  product  or  service  -  everything 
from  office  equipment  to  disability  insur- 
ance to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for 
sales/marketing  executives  who  use  it. 
Taken  from  the  CorpTech  Directory  of 
Technology  Companies,  this  information 
on  disk  or  in  print  can  be  easily  added  to  a 
contact  manager  or  other  larger  database  for 
unlimited  annual  use.  It's  the  only  re- 
source available  that  uncovers  America's 
emerging  sector  of  technology  manufactur- 
ers. CorpTech  gives  you  their  names,  geo- 
graphic location,  growth  rates  for  each 
company,  plus  names,  titles,  and  responsi- 
bilities of  their  133,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers 
for  specific  products,"  Mike  Mueller,  Man- 
ager, Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  "Wobum,  MA  01801. 


Plant  Trees  for  America 


Ten  free  Colorado  Blue  Spruces, 
will  be  given  to  each  person 
who  joins  The  National  Arbor  Day 
Foundation.  To  become  a  member 
and  receive  your  free  trees,  send  a 
$10  membership  contribution  to 
Ten  Blue  Spruces,  National  Arbor 
Day  Foundation,  100  Arbor 
Avenue,  Nebraska  City,  NE  68410. 

Join  today,  and  plant  your  Trees 
for  America! 

The  National 
Arbor  Day  Foundation 


TV  PIONEER:  Li 


/('«.s  tlie  first  in  Alinont.  N.  D.,  to  get  a  DirecTV  dish 


bigger  distribution  and  advertising  ex- 
penses. Take  tds  Telecommunications 
Corp.,  a  $500  million  company  based  in 
Madison,  Wis.  It  spent  $80  million  to 
build  multimedia  communications  facil- 
ities so  it  could  sell  videoconferencing 
and  other  services  to  small  businesses, 
schools,  hospitals,  and  coiporate  outposts 
in  its  nu'al  marketplace. 
LITTLE  MACS.  Other  marketers  are  nar- 
rowing their  focus  with  sophisticated 
database  marketing.  Home  Depot  cross- 
cut a  variety  of  databases  when  it  was 
scouting  Crossroads  locations,  including 
census  trends,  the  number  of  farms  and 
tractors,  sales  tax  collections,  and  con- 
sumer credit.  Its  real  estate  experts  flew 
to  more  than  180  small  towns,  where 
they  counted  traffic,  talked  to  people  in 
coffee  shops,  and  read  the  local  papers. 

Marketers  are  taking  their  business 
to  customers  in  new  ways.  As  part  of 
their  pending  merger,  First  Union  Coip. 
and  First  Fidelity  Bancorp  expect  to 
close  some  costly 
small-town  branches 
in  the  Northeast.  But 
they're  hoping  to  keep 
the  business  by  mov- 
ing teller  operations 
into  groceiy  stores. 

Even  so,  the  loiral 
market  is  hardly  a 
can't-miss  target. 
When  McDonald's 
Coi-p.  brought  scaled- 
down  restawants  into 
towns  with  just  a  few 
thousand  residents, 
such  as  Machias,  Me., 
it  found  that  custom- 
ers were  so  accus- 


Land  Of  Opportunity 


■86  93 

▲  PERCENT 

DATA-  BUREAU  Of  ECONOMIC  ANALYSIS 


tomed  to  the  full-size  McDonald's  the 
saw  elsewhere  that  they  shunned  thi 
miniaturized  version.  Machias  still  ha| 
its  fast  food,  but  McDonald's  USA  Chi- 
Executive  Edward  H.  Rensi  says  th 
chain  will  concentrate  on  urban  ma; 
kets,  where  it  obtains  80%  of  its  growl' 
While  rural  population  and  incom 
numbers  may  be  up  nationally,  man 
I'ural  towns  remain  pockets  of  deepl# 
embedded  poverty.  In  Shomokin,  Pa 
the  textile  mills  have  shut  down,  thi 
jobs  are  gone,  and  no  telecommuters  o| 
retirees  are  moving  in.  "As  soon  as  ou 
young  people  are  out  of  school,  the 
have  to  leave  to  find  work,"  lament 
Ralph  Victoriano,  executive  director  o 
the  Shomokin  Chamber  of  Commerce. 

Even  markets  that  are  thriving  re 
quire  skill  and  capital  to  penetrate.  To 
day's  rustics  are  familiar  with  high  tec' 
and  are  unwilling  to  settle  for  second 
best.  Century  Telephone  Enterprise 
Inc.,  based  in  Mora'oe,  La.,  finds  a  grow 
ing  demand  among  it 
mostly  rural  custom 
ers  for  add-on  servic 
es  such  as  Caller  ll 
In  response  to  a  re  jo,^ 
cent  customer  poll 
Century  soon  will  ol 
fer  local  access  fc 
CompuServe  to  cus 
tomers  in  small  town 
such  as  LaCross? 
Wis.,  where  compute 
users  previously  hai 
to  dial  long  distanc 
to  reach  onUne  servic 
es.  "Tliere's  been  a  lo 
of  talk  about  compe 
tition  coming  in,"  say 


GROWTH  RATE  OF 
PERSONAL  INCOME 

^^IES--• 
NONMETRO  COUNTIES 
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^all  this  800  Number 
1.860-356-8855 

Order  cede  #951009 


Or 

FAX  this  page  back  to 
l>609-786-4415 


□  BUSINESS  □  HOME 


Zip 


MUTUAL  FUNDS 

1.  The  Benham  Group 
1-800-331-8331 

2.  Berger  100  Fund  and  Berger  101  Fund 
1-800-333-1001 

3.  Charles  Schwab  and  Co.,  Inc. 
1-800-330-6756,  ext.  28C 

4.  GT  Global 
1-800-824-1580 

5.  Janus  Funds 
1-800-525-8983,  ext.  631 

6.  Kaufmann  Funds 
1-800-562-9210 

7.  Kemper  Mutual  Fund 
1-800-537-6001,  ext.58 

8.  Robertson  Stephens 
1-800-766-3863,  ext.508 

9.  Stein  Roe  Mutual  Fund 
1-800-774-4869 

10.  T.  Rowe  Price  Midcap  Growth  Fund 
1-800-541-6145 


□  BUSINESS  □  HOME 


EXTENSION 


se  check  one  response  for  each  following  question, 
hat  is  yowr  company's  type  el  business? 

1  Agriculture  2  □  Mining,  Construction  3  □  Manufacturing,  Processing  4  □  Wiioiesale,  Retail  Trade 
1  Finance,  Insurance,  Real  Estate  6  □  Government  7  □  Transportation,  Public  Utilities 
I  Service  Industries  9  □  Other  -  Please  Specify: 

hat  is  yeur  title? 

3  Ciiairman  of  the  Board  B  □  President  C  □  Vice  President  D  □  Treasurer,  Secretary 
3  General  Manager  F  □  Division  Manager  G  □  Department  Manager  H  □  Other  Manager 
Student  J  □  Other  -  Please  Specify: 

iw  many  employees  in  your  company  worldwide? 

1  Under  1(10  2  □  100-999  3  □  1,000-2499  4  □  2,500  -  4,999  5  □  5,000  -9,999  6  □  10,000  or  more 
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The  Kaufmann  Fund 

A  Small  Company  Aggressive  Growth  Fund 


Tough  Guys  Finish  FIRST 

Mntinil  Funds  Magazine,  April  '95 


Five-Year  Compounded 

Annual  Return 

20.1% 

1  2. 1  % 

S&P 

KAUFX 

500 

FUND 

Since  Inception  (2/86)  1  6.6% 

One 

year  

37.2% 

Period  endin 

g  6/30/95, 

per  Lipper  Analytical  Services 

Lawrence  Auriana  and  Hans  Utsi  h, 
Portfolio  C'o-nianagers  with  over'  60  years 
of  combined  Wall  Street  experience 


More  than  twice  the  average  total 
annual  return  of  all  funds 

(5-year  period  ending  6/30/95.  Out  of  870  equity  1  iinds, 
pel'  Lipper  Analytical  Services) 

Morningstar  5-Star  (*****)  Rating* 

( Out  of  :},206  equity  funds  as  of  6/30/95) 

For  a  prospectus  call:  it^Jt 

(800)  562-92 1 0 


'  Momingstai'  ratings  are  siiliject  to  chaiige  evoi'y  month  and  ai'e  c  alt  ulatt'd  from  the  fluids'  tlu  ee- 
;uid  five-year  average  ;innual  reluiiis  with  appropiiate  sales  cliai  ge  acljiistments  ;ind  a  risi<  factor 
that  reflects  perfoniiance  relative  to  three-month  Treasiiiy  bill  monthly  returns  Ten  percent  i  )f 
the  funds  in  an  investment  categot-y  receive  five  stais. 

Total  returns  for  periods  ending  June  -'W,  1935  are  historical  and  include  change  in  share 
price,  reinvestnieni  f)f  divideuds  and  cai)ital  gains.  There  is  a  0.2%  reflemption  fee  and  a  12b- 
1  fee  in  e.xcess  of  0.2.')%.  The  S&P  is  an  unmanaged  infiex  cousfsting  of  the  common  stock  of 
•^OO  publicly  traded  I  IS,  companies.  For  more  complete  information  including  charges, 
expenses,  and  risks  on  small-cap  stocks  please  read  the  jirospectus  carefully  before  yon 
invest.  The  performance  cite<l  r'ei)resents  past  perfoimance  which  is  not  indicative  of  future 
results;  investment  peifonnaiice  lluctuates;  fund  shares  when  redeemed  may  be  worth  more 
or  le.ss  than  original  cost.  The  prices  of  small  company  stocks  are  generally  more  volatile 
than  those  of  large  companies. 

The  Kaufmann  Fund,  Inc. 

1 40  East  45th  Street,  New  York,  NY  1 00 1 7  •  Fax  (2 1 2)  66 1  -2266 
See  the  Fund  on  the  Internet  at  http:  //networth.galt.conn/kaufmann.09 
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Post.  "We  don't  plan  to  let  them  in,  evei 
if  we  have  to  pay  for  extra  technology  j 

One  of  the  biggest  successes  ; 
DirecTV  Inc.,  the  pizza-size  satellite  dis 
that  pulls  high-quality  digital  televisio 
transmissions  from  the  sky.  The  vei 
ture,  developed  by  Hughes  Electronic 
Corp.,  a  unit  of  General  Motors,  an 
Thomson  Consumer  Electronics  Inc 
has  drawn  more  than  800,000  payir 
subscribers  in  its  first  full  year  of  ope 
ation,  about  half  in  rural  areas.  In  Mo 
ton  County,  N.  D.,  cattle  ranchers  Jal 
and  Virginia  Larson  made  the  froi 
page  of  the  local  paper  when  they  we 
the  fii'st  in  the  area  to  get  one.  Tod 
they  watch  plenty  of  sports  and  old  m 
vies,  and  their  grandkids  eyeball  ti 
Cartoon  Network — none  of  which  w^ 
available  to  them  before  DirecTV.  Sti 
Jake  isn't  fully  satisfied.  "I  wish  th' 
had  more  rodeos  on,"  he  complai 
"People  out  here  like  rodeos." 
NEW  CONCEPT.  It's  no  mean  feat  deci 
ing  what  rural  folks  want  and  how 
get  it  to  them.  Just  ask  Sears,  which  r| 
treated  fr-om  nu'al  markets  in  early  191 
by  shutting  down  its  catalog-store  ope 
ations.  Just  weeks  after  its  exit,  Sea: 
was  already  mapping  out  a  new  rur 
offensive.  It  turned  to  a  core  of  form- 
catalog-store  managers  with  a  new  co 
cept:  dealer  stores.  Sears  ovms  the  i 
ventory  and  pays  for  advertising,  whi 
dealers  cover  leases,  payi'oll,  and  oth  ^  ■ 
expenses  and  take  home  an  undisclos( 
cut  of  sales.  Often  located  within  bloc 
of  a  major  competitor  like  Wal-Mart 
Kmart  that  can  pull  in  customers,  tl 
new,  bigger  dealer  stores  are  6,0( 
square  feet  or  more.  The  experime 
works.  Sears  already  is  close  to  its  ori 
inal  target  of  350  locations,  and  tl 
stores  are  ringing  up  yearly  sales 
about  .$L3  million  apiece — 30%  over  e 
pectations.  The  Sears  board  just  authc 
ized  an  expansion  to  800  sites  by  19f 
"We  really  have  exceeded  our  expect 
tions,"  says  Steven  L.  Titus,  vice-pre: 
dent  for  dealer  stores. 

Other  marketers  have  also  learn- 
to  pigg'yback  on  Wal-Mait  and  other  j 
ant  competitors.  Musicland  Stores  Coi 
locates  its  On  Cue  stores  close  to  su 
behemoths,  hoping  to  lure  some  of  th( 
customers  with  a  better  selection  a: 
more  knowledgeable  sales  staff.  "We' 
not  a  destination  store,"  says  Larry 
Kurzeka,  general  manager  of  On  Ci 
But  if  the  towTt's  household  income  av( 
ages  nearly  .$30,000,  and  12,000  ca 
pass  the  location  each  day,  chances 
the  On  Cue  store  will  succeed,  he  ad( 

At  Promus  Hotel  Corp.,  franchise 
tiy  to  build  the  chain's  miniversion  of 
value-oriented  Hampton  Inns  chain 


the  II] 
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Things  have  changed  considerably  since  the  days  of  stone  slates.  Yet,  no  matter  how  advanced  the  technology, 
the  intent  remains  the  same:  People  communicating  with  people,  expressing  their  most  important  thoughts  and  ideas. 
Since  1881,  Oki  has  been  helping  businesses  and  individuals  communicate  around  the  world, 
without  losing  that  personal  touch.  We've  grown  a  bit  since  then,  to  a  global  leader  in  telecommunications, 
information  processing  and  electronic  devices.  Still,  as  we  develop  new  multimedia  technologies, 
we  always  keep  in  mind  our  most  important  goal:  Getting  the  message  across  for  you,  without  getting  in  the  way. 


Telecommunications 


/Srok  Information  Processing 


Electronic  Devices 


OKI 


9? 

See  us  at 
Stand  No.5. 113 


Oki  Electric  Industry  Co., Ltd. 


Tokyo,  Japan 


best  small  companies^ 


Average  Annual 
Total  Returns* 

as  of  6/30/95 

One  Year  +45.41% 
Three  Years  +15.70% 
Five  Years  +14.03% 
Ten  Years  +13.11% 


Scudder  Development 
Fund  was  one  of  the 
first  to  specialize  in 
small,  rapidly  growing 
U.S.  companies. Today, 
this  pine  no-load 'Y\xnd 
continues  to  pursue  long-term  growth  from 
small  compames  with  soUd  fundamentals 
and  favorable  long-term  prospects.  Scudder's 
independent  research  and  more  than  two 
decades  of  experience  help  to  identify 
opportunities  before  they're  widely  discov- 
ered. This  Fund's  share  price  will  fluctuate. 
Call  today  for  a  free  fact  Idt. 


Scudder  Development  Fund 


1-800-225-2470  ext.  8807 

SCUDDER  ^ 


'Past  performance  is  no  guarantee  of  future  results.  Investment  returns  and  principal  values  will 
fluctuate,  so  shares,  when  redeemed,  may  be  worth  more  or  less  than  this  original  cost.  Contact 
Scudder  Investor  Services,  Inc.,  for  the  Fund's  prospectus,  which  contams  more  complete  rnlormation 
on  management  fees  and  other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 


This  announcement  appears  as  a  matter  of  record  only. 

$252,714,000 
TRUCK  COMPOIVEIVTS  EVC. 

has  been  sold  to  a  wholly  owned  subsidiary  of 

JOmVSTOWIV  AMERICA 
INDUSTRIES,  EVC. 


The  undersigned  acted  as  financial  advisor  lo  Truck  Components  Inc. 
m  lite  sale  to  Johnstown  America  Industries.  Inc. 


CASTLE  HARLAJV,  IIVC. 


October  1995 


New  York 


Marketing 


competitors'  shadows.  Promus  is  focu 
ing  on  places  such  as  Johnson  Cit 
Tenn.,  and  Cape  Girardeau,  Mo. — towi 
with  around  30,000  citizens  located 
major  travel  routes.  "If  you're  buildir 
next  to  a  tired,  full-size,  150-room  pro] 
erty  of  a  competitor,  you  know  you'^ 
got  people  looking  for  a  hotel  already 
explains  Tom  Keltner,  senior  vice-pres 
dent  for  development.  Apparently,  he 
right:  Occupancy  rates  run  at  74"; 
about  10  points  above  the  industiy  ave 
age  and  on  a  par  with  full-size  Hamptc 
Inns.  Keltner  says  Promus  franchisei 
recover  their  investments  in  the  rur 
hotels  in  about  a  year,  compared  wi1 
thi-ee  years  for  its  standard  hotels.  Sini 
the  launch  in  1991,  Promus  has  opem 
106  of  the  60-room,  small-mai'ket  h 
tels — properties  about  half  the  size  of 
normal  Hampton.  Nearly  half  tl 
Hamptons  built  this  year  will  be  tl 
smaller  version. 
COUNTRY  DOCS.  Even  in  the  fast-chan 
ing  world  of  health  care,  fo-ms  such 
Health  Management  Associates  ar 
Community  Care  of  America,  based 
Naples,  Fla.,  are  setting  their  sights  e 
clusively  on  rural  locations,  hma  mak 
money  by  introducing  efficient  contr 
systems  and  recmting  doctors,  includii 
specialists,  to  work  in  its  hospitals 
also  sets  up  physician  practices,  placii 
doctors  in  small  towns  like  Bunn,  N. 
(population  2,000),  to  feed  patients  in 
its  hospital  in  Louisbui'g,  about  20  miL 
away.  "We  don't  put  big  hma  labels  ( 
the  sign  of  our  hospitals,"  he  says.  "V 
become  part  of  the  community." 

That's  important  to  the  rural  dwelle 
marketers  are  trying  to  reach.  To  Sale 
Abraham,  Canadian,  Tex.,  is  the  pla 
he  grew  up,  the  place  his  gi-eat-gi'andf 
ther  settled  in  after  leaving  Lebano 
the  place  he  wants  to  raise  his  kids 
roomful  of  whirring  computers  thn 
flights  up  at  the  top  of  Canadian's  talle 
building  lets  him  do  that  without  saci 
ficing  much  in  the  way  of  professior 
opportimity.  With  a  Lexus  and  a  Che^ 
Suburban  in  the  driveway  and  catalo] 
from  Neiman  Marcus,  Bloomingdale 
and  Eddie  Bauer  on  the  coffee  tab] 
he  hasn't  saciificed  many  material  plej 
ures  either.  "The  only  things  we  foe 
on  here  are  work  and  family.  Nothii 
else  gets  in  the  way.  No  distractions 
why  I  want  to  live  here  and  one  of  t 
reasons  why  my  business  has  done 
well  here,"  says  Abraham.  And  with 
freshly  opened  mail-order  cheeseeal 
on  the  table  in  front  of  him,  life  in  C 
nadian  is  sweet. 

By  David  Greising  in  Quincy,  II 
with  Kate  Murphy  in  Canadian,  Te. 
and  bureau  reports 
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THE  TOUR  CHAMPIONSHIP 
THE  TOP  30  MONEY  WINNERS  ON  THE  1995  PGA  TOUR 

THE  FINAL  FELD 


Lee  Janzen 


Peter Jacobsen 


Feel  the  thrilling  drama, 
energy  and  magic  of 
PGA  TOUR  golf  at  its  best! 

See  which  player  will  turn  a 
great  season  into 
an  unforgettable  one! 

The  historic  Southern  Hills 
Country  Club  hosts  the 
season-ending  TOUR 
Championship. .  .proceeds 
benefit  Tulsa  area  charities. 

For  tickets,  call  1-800-868-7565. 


Davis  Love  III 


THE  TOUR 

CHAMPIONSHIP 


Phil  Mickelson 


Nick  Faldo 


Mark  O'Meara 


SOUTHERN  HILLS  COUNTRY  CLUB,  TULSA,  OKLAHOMA 
OCTOBER  16-19. 1995 


Presented  bv  Mercedes-Benz  and  MICHELOB 


ercedes-Benz 


Finance 


MUTUAL  FUNDS 


GOOD  THINGS  COME 
IN  SMALL-CAP  PACKAGES 

Technology  stocks  made  growth  funds  the  stars  of  the  third  quarter 
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As  quarterly  earnings  reports  start 
streaming  across  the  news  wires, 
many  analysts  are  holding  their 
breath,  fearful  that  Corporate 
America's  powerful  eaiTiings  engine  will 
slow  down.  That  doesn't  worry  manag- 
ers of  this  quarter's  top-peiforming  mu- 
tual funds,  however:  Almost  all  are 
growth  managers  who  benefited  from  a 
focus  on  technology  stocks  and  other 
niche  holdings  that  have  the  potential 
for  years  of  above-average  earnings 
growth — regardless  of  any  economic 
slowdown. 

Small-cap  funds  made  one  of  the 
biggest  comebacks  in  the  third  quarter, 
emerging  with  a  12.4%  total  return,  vs. 
the  Standard  &  Poor's  500-stock  index's 
7.2%  return.  While  momentum  is  slow- 


ing in  the  large-cap  stock  market  indi- 
ces, the  small-  and  midcap  indices  are 
gaining  strength.  The  tech-heavy  Nas- 
daq Composite  Index  and  the  Standard 
&  Poor's  Smallcap  600  Index  both  are 
up  more  than  12%  for  the  quarter,  and 
even  the  Standard  &  Poor's  Midcap  400 
is  up  more  than  9%. 

But  a  broad  range  of  equity  fund  in- 
vestors enjoyed  strong  returns.  A  soar- 
ing stock  mai'ket  helped  U.  S.  diversified 
equity  fimds  rack  up  an  average  9%  re- 
turn in  the  third  quarter,  including  re- 
investment of  dividends  and  capital 
gains.  Bond  funds,  meanwhile,  barely 
budged.  The  average  taxable  bond  fund 
eked  out  a  1.4%  return;  tax-free  bond 
funds  averaged  a  1.7%  gain. 

Although  small-cap  funds  are  king  of 

TOTAL  RETURN* 
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the  hill,  the  megafimds  were  no  slouci 
es  in  the  third  quarter  The  $13.1  billioi 
aggi'essive-growth  Twentieth  Centur 
Ultra  Investors  Fund  won  the  top  sk 
among  the  industry  titans  with  its  17' 
return.  In  second  place  was  $13.3  billio 
Fidelity  Contrafund,  which  gained  11 
to  outpertbrm  $51.6  billion  Fidelity  M; 
gellan  Fund,  which  weighed  in  with 
10.8%  total  return.  The  three  megi 
funds  made  big  bets  on  tech  stocks. 
EARTHQUAKE  RECOVERY.  Pure  technok 
gy  funds  maintained  their  ranking  a 
the  best-performing  sector  funds.  The  2  b  te( 
technology  funds  tracked  by  Chicagc 
based  Morningstar  Inc.  had  an  averag 
total  retui-n  of  17.4%^  in  the  third  qua]  jjerji 
ten  The  fast-recovering  health-care  se( 
tor  took  second  place,  with  14.39^ 


OB  \k 


TOTAL  RETURN* 
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RFJNVESTFD  OIV'DtNDS  AND 
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MERRILL  LYNCH  TECHNOLOGY  B 

27.3% 

SIT  SMALL  CAP  GROWTH 

20.2% 

PBHG  SELECT  EQUITY 

26.1 

ALGER  MIDCAP  GROWTH 

20.1 

WASATCH  MICRO-CAP 

25.9 

TWENTIETH  CENTURY  VISTA  INV. 

20.1 

ALGER  CAPITAL  APPRECIATION 

24.9 

MPS  EMERGING  EQUITIES 

19.8 

KEYSTONE  AMERICA  HARTWELL  EMERG  GR  A 

24.4 

USAA  AGGRESSIVE  GROWTH 

19.8 

DOMINION  INSIGHT  GROWN 

24.2 

IVY  EMERGING  GROWTH  A 

19.6 

GOVEn  SMALLER  COMPANIES  A 

22.7 

PERKINS  OPPORTUNITY 

19.5 

REGIS  RICE  HALL  JAMES  SMALL  CAP 

22.7 

JOHN  HANCOCK  SPECIAL  EQUITIES  A 

19.3 

PUTNAM  OTC  EMERGING  GROWTH  A 

22.2 

TURNER  SMALL  CAP  EQUITY 

19.3 

FRANKLIN  GLOBAL  HEALTH  CARE 

21.7 

JOHN  HANCOCK  GLOBAL  RX  A 

19.1 

BULL  &  BEAR  SPECIAL  EQUITIES 

21.6 

WARBURG  PINCUS  JAPAN  OTC  COMM. 

19.1 

ALGER  SMALL  CAPITALIZATION 

21.4 

DEAN  WIHER  DEVELOPING  GROWTH  SECS. 

19.0 

PIC  SMALL  CAP  GROWTH 

21.4 

RSI  RETIREMT  TRUST  EMERG.  GRTH.EQTY 

19.0 

SHELBY 

21.3 

CAPPIELLO-RUSHMORE  EMERGING  GROWTH 

19.0 

VAN  ECK  ASIA  INFRASTRUCTURE  A 

21.2 

NAVELLIER  AGGRESSIVE  SMALL  CAP  EQUITY 

18.9 

PARKSTONE  SMALL  CAP  INV.  A 

21.0 

PBHG  GROWTH 

18.9 

FORTIS  ADVANTAGE  CAPITAL  APPREC.  A 

20.8 

PIN  OAK  AGGRESSIVE  STOCK 

18.9 

IDEX  II  AGGRESSIVE  GROWTH  A 

20.8 

TCW/DW  SMALL  CAPITALIZATION  GROWTH 

18.9 

ROBERTSON  STEPHENS  VALUE  +  GROWTH 

20.7 

AMERICAN  HERITAGE  GROWTH 

18.6 

FIDELITY  SELECT  COMPUTERS 

20.6 

NEW  USA  MUTUAL 

18.6 

FIDELITY  SELECT  ELECTRONICS 

20.6 

UNITED  SCIENCE  &  TECHNOLOGY  A 

18.6 

SMITH  BARNEY  SPECIAL  EQUITIES  B 

20.6 

CHESAPEAKE  GROWTH 

18.5 

PACIFIC  HORIZON  AGGRESSIVE  GROVffH 

20.4 

I  ROWE  PRICE  SCIENCE  &  TECHNOLOGY 

18.5 

PBHG  LARGE  CAP  GROWTH 

20.2 

BT  INVESTMENT  EQUITY  APPRECIATION 

18.4 

lAI  EMERGING  GROWTH 

20.2 

BT  INVESTMENT  CAPITAL  APPRECIATION 

18.4 

Small-cap 
tech  stocks 
boosted 
growth  funds. 
Holdings  of 
health-care 
stocks  such  as 
HMOs  and 
medical- 
device 
makers  paid 
off  in  spades, 
as  did  finance 
stocks. 
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ds  specializing  in  financial 
ks,  such  as  those  of  banks  and 
rers,  also  continued  to  be 
ng  performers,  up  11.2%. 
3ch  stocks  fueled  many  of  the 
ty  fund  leaders  to  the  top  of 
pack.  The  quarter's  top-per- 
ling  fund,  in  fact,  is  the  $1.2 
)n  Merrill  Lynch  Technology 
d  B,  which  chalked  up  a 
Jo  return.  The  fund  had  a  dis- 
3us  fii'st  half,  when  the  42%  of 
fund  that  was  in  Japanese 
nology  stocks  got  clobbered 
the  Kobe  earthquake.  "We 
ously  made  a  mistake,"  says 
1  manager  James  K.  Renck. 
've  tried  to  turn  it  around, 
•e  very  happy  about  the  way 
Ejs  are  going  now." 
enck's  nightmare  came  to  an 
when  he  decided  to  take  a 
on  his  Japanese  holdings  and 
e  money  into  "a  select  group  of 
.  stocks"  that  he  hoped  would  beat 
ysts'  earnings  consensus.  Renck's 
}  is  to  take  concentrated  positions, 
top  12  holdings  (which  he  doesn't 
t  to  disclose  for  now)  make  up  80% 
le  fimd. 

jme  tech  investors,  while  still  posi- 
on  the  sector,  are  hedging  their 
,  James  L.  Callinan,  senior  portfolio 
ager  of  the  $1  biUion  Putnam  OTC 
irging  Growth  A  fund,  saw  it  earn  a 
return  as  a  result  of  having  about 


TOTAL 

ASSETS** 

FUND 

RETURN* 

BILLIONS 

FIDFLITY  WIAfiELLAN 

10.8% 

$51.6 

INVFSTWIENT  COMPANY  OF  AMFRICA 

111  V  L_0  \  IVIl_il  1    OV/IVIl  ni'l  1    \j\  t\yi\\^\\\\jr\ 

6.3 

23.5 

WASHINGTON  MUTUAL  INVESTORS 

9.1 

16.1 

FIDELITY  PURITAN 

4.9 

14.5 

VANGUARD  INDEX  500 

7.4 

14.1 

VANGUARD/WINDSOR 

8.1 

13.4 

FIDELITY  CONTRAFUND 

11.0 

13.3 

TWENTIETH  CENT.  ULTRA  INVESTORS 

17.0 

13.1 

INCOME  FUND  OF  AMERICA 

5.4 

12.5 

FIDELITY  GROWTH  &  INCOME 

7.9 

12.2 

APPRECIATION  PLUS  REINVESTED  DIVIDENDS  AND 

CAPITAL  GAINS 

BEFORE 

TAXES,  JULY  1-SEPT  22,  1995 


*AS  OF  SEPT.  22 


DATA:  MORNINGSTAR  INC. 


5%  its  holdings  in  America  Online  and 
modem  maker  U.  S.  Robotics  Inc.  at  the 
start  of  the  third  quarter.  Lately,  he 
has  been  increasing  his  holdings  in 
health-care  stocks,  hoping  they'll  offset 
any  con-ection  in  tech  stocks.  His  smaU- 
cap  picks  include  EmCai'e  Holdings  Inc., 
which  provides  physician  services  to 
emergency  departments,  and  I-Stat 
Corp.,  which  makes  blood  analyzers.  A 
larger-cap  favorite  is  Horizon  Health- 
care Corp.,  a  nursing  home  chain. 
The  second-best  performing  fund, 


$72.5  miUion  pbhg  Select  Equity, 
racked  up  a  26.1%  gain.  The  fund 
has  not  proved  it  can  weather  a 
down  market,  having  only  opened 
in  April.  But  portfolio  manager 
James  D.  McCall  is  a  veteran 
gi'owth  manager  who  also  man- 
ages the  PBHG  Large-Cap  Growth 
Fund.  McCall's  challenge:  sift 
through  the  top  10%  of  an  850- 
stock  universe  to  find  the  25  to  30 
stocks  that  will  have  the  strong- 
est earnings  gi'owth.  His  largest 
holding  is  WorldCom,  a  U.  S.  long- 
distance phone  company  that  he 
thinks  will  benefit  from  deregu- 
lation and  consolidation.  Tech 
stocks  such  as  Xilinx  Inc.  and  LSI 
Logic  CorjD.  are  among  his  largest 
holdings,  but  McCall  also  has  ex- 
posure to  health  care  through 
managed-care  company  Oxford 
Health  Plans  Inc.  and  medical  de- 
vice maker  Boston  Scientific  Corp. 
RAH-RAH.  In  tliird  place  is  another  new- 
comer, the  $25  million  Wasatch  Micro- 
Cap  Fund,  which  is  up  25.9%  since  it 
opened  on  June  19.  It's  a  sister  fimd  to 
the  $293.7  million  Wasatch  Aggressive 
Equity  Fund,  which  closed  to  investors 
in  mid-July.  Robert  Gardiner  co-manag- 
es it  with  small-cap  gi'owth  gum  Samu- 
el S.  Stewart  Jr.,  manager  of  the  ag- 
gressive equity  fimd.  Gardiner  looks  for 
companies  with  market  capitalizations 
from  $10  million  to  $200  million.  He 


Worst 
Jeturns 


'PRECIATION  PLUS 
NVESTEO  DIVIDENDS  AND 
>ITAL  GAINS  BEFORE  TAXES, 
r  1-SEPT  22,  1995 

it  MORNINGSTAR  INC., 


EV  MARATHON  GREATER  INDIA 
RYOEX  URSA 
PIONEER  INDIA  A 
Vi/RIGHT  EQUIFUND-JAPAN 
BLANCHARD  EMERG.  MARKETS  GRTH  &  INC 
AETNA  ASIAN  GROWTH  ADV 
ASIA  HOUSE  ASEAN  GROVffH 
MORGAN  STANLEY  ASIAN  GROWTH  A 
DREYFUS  CAPITAL  VALUE  A  (PREMIER) 
FRANKLIN  TEMPLETON  JAPAN 
DFA  CONTINENTAL  SMALL  COMPANY 
LINDNER  BULWARK 
STEADMAN  INVESTMENT 
NEW  ENGLAND  BALANCED  C 
NEW  ENGLAND  VALUE  Y 
WRIGHT  EQUIFUND-SWITZERLANO_ 
REMBRANDT  ASIAN  TIGERS  INV 
TCW  GALILEO  ASIA  PACIFIC  EQUITY 
WRIGHT  EQUIFUND-GERMANY 
QUANTITATIVE  FOREIGN  FRONTIER  ORD 
QUANTITATIVE  INTERNATIONAL  EQTY  ORD 
JOSHUA  MEDIA 

LEXINGTON  CROSBY  SMALL  CAP  ASIA  GRTH 
DFA  EMERGING  MARKBS  _  _ 
IVY  CANADA  A 


TOTAL  RETURN* 
-7.4% 
-5.3 

-4.8 
-3.1 


-2.4 
-2.2 
-2.0 
-1.5 
-1.3 
-1.3 
-1.1 
-1.0 
-1.0 
-0.9 
-0.8 
-0.8 
-0.7 
-0.7 
-0.7 
-0.6 
-0.6 
-0.5 
-0.5 
-0.4 
-0.3 


TOTAL  RETURN* 

WRIGHT  EQUIFUND-BELGIUM/LUXEMBOURG  -0.2% 

ALLIANCE  ALL-ASIA  INVESTMENT  B  -0.1 

SEI  INTERNATIONAL  EMERGING  MARKETS  A  -0. 1 

PARNASSUS  0.0 

EV  MARATHON  EMERGING  MARKETS  0.1 

NEW  ENGLAND  INTERNATIONAL  EQUITY  C  0. 1 

LOOMIS  SAYLES  INTERNATIONAL  EQUITY  0.2 

MERRILL  LYNCH  DRAGON  B  0.2 

VAN  ECK  ASIA  DYNASTY  B  0.2 

CENTURION  TA.A.  0.3 

GOLDMAN  SACHS  ASIA  GROWTH  0.4 

AMT  CAPITAL  HLM  INTERNATIONAL  EQUITY  0.4 

COLONIAL  NEWPORT  TIGER  Z  0.4 

MAnHEWS  ASIAN  CONVERTIBLE  SECURITIES  0.4 

EVERGREEN  INTERNATIONAL  EQUITY  B  0.5 

FIDELITY  SOUTHEAST  ASIA       _  0.5 

DFA  INTERNATIONAL  SMALL  CAP  VALUE  0.6 

EV  TRADITIONAL  GREATER  CHINA  GROWTH  0.6 

GAM  ASIAN  CAPITAL  0.7 

T  ROWE  PRICE  NEW  ASIA  0.7 

REGIS  MJI  INTERNATIONAL  EQUITY  0.7 

SIT  DEVELOPING  MARKETS  GROVITTH  0.8 

SCUDDER  GOLD  0.8 

TCW  GALILEO  EMERGING  MARKETS  0.9 _ 

VOYAGEUR  INTERNATIONAL  EQUITY  A  1.0 


Investing 
assets 

abroad, say  in 
India,  China, 
or  Japan, 
bruised 
portfolios. 
Asian  growth 
funds  actually 
shrank.  Risky 
emerging- 
market  funds 
also  wound 
up  in  the  red. 
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TOTAL  RETURN* 

TOTAL  RETURN 

TECHNOLOGY 

17.4% 

UTILITIES 

5.4% 

HEALTH  CARE 

14.3 

BALANCED 

,  5.0 

SMALL  COMPANY 

12.4 

REAL  ESTATE 

5.0 

MAXIMUM  GROWTH 

12.3 

ASSET  ALLOCATION 

4.6 

FINANCIAL 

11.2 

EUROPE  STOCK 

4.6 

COMMUNICATION 

10.5 

FOREIGN  STOCK 

4.6 

GROVffH 

8.8 

NATURAL  RESOURCES 

3.9 

SPECIALTY-MISC. 

6.9 

DIVERSIFIED  EMERGING  MARKET  3.0 

*APPRECIATION  PLUS 

REINVESTED  DIVIDENDS  AND  CAPITAL 

GAINS  BEFORE  TAXES,  JULY  1-SEPT 

GROVITTH  &  INCOME 

6.8 

PACIFIC  STOCK 

2.9 

EQUITY-INCOME 

6.2 

U.S.  DIVERSIFIED  EQUITY 

9.0 

22, 1995 

WORLD  STOCK 

6.2 

ALL  EQUITY  FUNDS 

7.8 

DATA:  MORNINGSTAR  INC, 

PRECIOUS  METALS 

5.5 

S&P  500  INDEX 

7.2 

Pure  technology  funds 
continued  their  rapid 
ascent.  Health-care  funds 
staged  a  comeback, 
bumping  financial  funds 
from  the  No.  2  slot  they 
held  in  the  second  half. 


wants  stocks  that  can  hike  earnings  by 
more  than  15%  annually  to  "double, 
triple,  become  10  times  their  size  over 
the  next  three  to  five  years."  Gardiner 
likes  $60  million  market-cap  National 
Dentex  Corp.,  the  lai'gest  U.  S.  dental 
lab  company,  as  well  as  Varsity  Spirit 
Corp.,  which  runs  cheerleading  camps 
and  sells  cheerleading  uniforms.  "These 
are  small  companies  that  aren't  depen- 
dent on  the  economy  but  on  executing 
their  own  business  plan,"  he  says. 

While  investing  in  the  U.  S.  generally 
paid  off,  going  overseas  wasn't  worth 
the  trip.  International  ecjuity  fimds  re- 
turned on  average  just  4.6%.  Funds  in- 
vesting in  India  have  suffered  fi'om  the 
countiy's  volatile  political  situation,  and 
investor  confidence  was  badly  shaken 
when  a  state  government  in  India  moved 
to  cancel  a  power  plant  contract  with 
Houston-based  Enron  Corp.  Investors' 
jittei's  helped  make  EV  Mai'athon  Great- 
er India  the  worst-performing  fimd  in 
the  third  quarter,  down  7.4%.  A  new 
fimd  category  tracked  by  Moniingstar, 
the  diversified  emerging-market  gToup, 


opened  with  the  woret  equity  fimd  gi'oup 
perfomnance  for  the  quarter-,  its  54  fLmds 
averaging  a  return  of  3%. 

Investors  also  saw  ho-hum  returns 
in  bond  funds  this  quarter  as  the  rally 
petered  out.  The  best  performers  were 
fimds  that  invest  in  convertible  debt. 
Convertibles  offer  a  steady  income  but 
also  give  the  holder  the  option  of  con- 
verting the  bond  into  a  set  number  of 
shares  in  the  issuer's  stock.  Interest 
rate  decreases  have  made  convertibles 
more  attractive.  Fund  manager  Andrew 
A.  Davis  steered  the  Retirement  Plan- 
ning Funds  of  America  Convertible  Se- 
curities Fund — recently  renamed  Davis 
Convertible  Seciuities  Fimd — to  an  8.4% 
total  retiuTi  by  investing  in  financial  and 
technology  convertible  securities. 

High  on  the  list  of  the  best  bond 
funds  is  a  shocker:  Loomis  Sayles  Global 
Bond  Fund,  with  a  7.8%  return.  Most  of 
its  peers  wound  up  on  the  worst-per- 
forming list  of  taxable  bond  fimds,  with 
the  average  return  for  international 
bond  funds  just  1.8%.  But  the  Loomis 
Sayles  fund  benefited  from  having 
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hedged  its  positions  back  into  the  dolh 
before  the  gi'eenback's  recovery  againi 
the  yen  and  the  mark.  The  fund's  foci 
on  value  directed  it  to  smaller  countri( 
that  it  considers  undervalued,  such  ; 
Italy.  Sweden,  Ireland,  and  Canad 
Fund  manager  John  de  Beer  favors  Ir 
land  and  Canada  for  their  low  inflatic 
and  strong  debt-reduction  programs. 

Growing  fears  of  a  mai'ket  peak  d: 
not  seem  to  deter  investors  fi'om  plov 
ing  more  money  into  equity  funds  in  tl 
thiixl  quaiter.  Tlie  inflow  into  stock  fun( 
in  August  was  $13.2  billion,  a  slight  drc 
from  July's  $13.9  billion  cash  flow.  Bor 
and  income  funds  also  attracted  inve 
tors,  drawing  in  $674.3  million  in  n 
new  cash  flow  in  August — a  big  bmnp- 
fi'om  July's  .$41.9  million  inflow  and  fro 
June's  $3.3  billion  outflow. 
WALLFLOWER'S  LAMENT.  A  closer  lo 
at  week-by-week  mutual-fimd  cash  flo 
sheds  light  on  just  where  that  money 
going.  According  to  Robert  Adler 
AMG  Data  Services,  inflows  into  tec 
nology  fimds  have  been  dropping  stea 
ily  and  even  tiu-ned  negative  in  three 
the  last  four  weeks.  Flows  into  aggre 
sive  gTowth  and  small-cap  gi'owth  fund 
however,  remain  strong.  Some  mont 
is  being  squirreled  away  in  money-ma 
ket  funds,  which  increased  assets  fro; 
$717  billion  to  $749  billion,  mainly  fro 
new  inflows.  And  taxable  bond  funds- 
paiticulaiiy  liigh-yield,  investment-grad 
and  high-quality  funds — have  seen 
newed  interest  from  investors. 

Overall,  investors  keep  pouring  mo 
ey  into  mutual  funds,  and  for  good  re 
son:  To  stay  on  the  sidelines  was 
miss  out  on  sizzling  returns.  Investo 
may  feel  jittery  moving  into  the  four 
quarter,  fearing  that  the  stock  mark 
may  cool  off  a  bit.  But  the  evidence 
the  past  quarter  is  that  the  averaj 
mutual  fund  can  outperform  the  stoi 
market.  And  some  fund  managers  c; 
leave  the  Dow  in  the  dust. 

Bij  Suzmme  Woolley  in  New  Yo. 


1  16  BUSINESS  WEEK  /  OCTOBER  9,  1995 


Global  Excellence: 
The  most  rewarding 

way  to  earn  and 
spend  frequent  flyer 

miles  globally 


^^^^^^^^^^^^^^^ 

le  alliance  of  Delta  Air  Lines,  Singapore  Airlines  and  Swissair  exemplifies  the  true  meaning 
added  value.  When  flying  First  or  Business  Class,  our  frequent  flyer  programs  allow  you  to 
rn  and  spend  miles  on  our  entire  route  network''"-  more  than  300  destinations  worldwide.  So,  if 
free  trip  around  the  globe  is  your  kind  of  reward,  you  don't  have  to  go  out  of  your  way  to  get  it. 


^Delta 


SinCAPORE 
AIRLinES 


Global  Excellence 


Swissair 


'^Singapore  Airlines  mileage  credit  valid  only  for  residents  of  North  and  South  America.  Other  restrictions  apply. 


Confusion. 

Chaos. 
Madness. 


That  more  or  less  sums  up 
<v^tpms  management  these  davs. 


<5.  ^ 


Multiple  computing  platforms.  Multiple  operating  systems.  Multiple 
vendors.  Let's  face  it-  it's  nuts  out  there.  In  an  effort  to  make 
some  sense  out  of  this  mayhem,  PLATINUM  introduces  a  radically 
simple  solution  called  the  PLATINUM  Open  Enterprise  Management 
System,  or  POEMS.  By  automating  and  integrating  critical  IT  func- 
tions of  both  mainframe  and  open  client/server  systems,  POEMS 
systems  management  tools  finally  make  it  easy  to  manage  and  share 
information  in  a  truly  open  environment-one  that  encompasses  all 
computing  platforms.  We  can  even  integrate  software  you  already 
own  with  the  software  solutions  we  provide.  Whatever  it  takes  to 
bring  order  to  the  chaos.  For  more  information  on  the  POEMS  archi- 
tecture or  our  systems  management  tool  set,  just  turn  the  page. 
For  a  free  consultation  please  give  us  a  call  at  1.800.590.7528. 


The  Open  Enterprise  Management  Company 
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Finance 


REAL  ESTATE 


NO  REST  FOR 

THESE  WEARY  INVESTORS 

They  won't  see  cash  yet  as  Atlantic  Gulf  rolls  the  dice  again 

Many  of  the  be- 
leaguered cus- 
tomers of  Gen- 
eral Development 
Corp.,  the  huge  Flor- 
ida developer,  may 
feel    mired    in  an 
Everglades  backwa- 
ter.    During  the 
1980s,  lured  by  the 
company's  pitches, 
investors  eagerly 
bought  up  GDC  hous- 
es as  well  as  lots  in 
its    huge  develop- 
ments.  While  GDC 
didn't    mimic  the 
swampland  sales  of 
the   worst   of  the 
state's  developers,  its 
high-pressui'e  and  misleading  sales  prac- 
tices led  to  fraud  indictments  against 
the  company  and  four  top  officers  in 
1990.  After  the  executives  were  con- 
victed and  served  about  two  years  of 
their  sentence,  an  appeals  court  last 
March  ordered  them  released  on  bail 
while  it  reviews  the  case.  Also  in  1990, 
GDC  filed  for  bankruptcy  and  pleaded 
guilty  to  one  count  of  mail  fraud.  It 
emerged  fi"om  bankinptcy  in  1992  with 
new  management  and  a  new  name,  At- 
lantic Gulf  Communities  Corp.  Its  goal: 
to  liquidate  its  assets,  mainly  raw  land 
in  15  Florida  counties,  and  make  restitu- 
tion to  GDC  customers. 

But  the  story  has  been  taking  a  ciun- 
ous  turn.  J.  Larry  Rutherford,  49,  a 
well-regarded  developer  who  became 


RUTHERFORD:  Keying  in  on 


la's  boomtowns 


chief  executive  in  1991,  is  turning  out  to 
be  more  ambitious  than  most  people 
thought.  He  wants  to  transform  AGC 
into  a  major  player  Says  a  company  di- 
rector: "LaiTy  is  interested  in  the  gi'and 
designs,  the  great  ventures,  and  not  in 
presiding  over  a  liquidation."  Ruther- 
ford is  plowing  millions  into  developing 
homesites  in  the  state's  fastest-growing 
communities.  "We're  so  close  to  turn- 
ing this  thing  around,"  he  says. 

But  GDC's  customers,  who  received 
shares  and  unsecured  notes  in  agc  as 
part  of  the  bankiiiptcy  and  fraud  settle- 
ment and  may  have  expected  a  quick 
payout,  shouldn't  get  their  hopes  up. 
AGC  it  turns  out,  has  its  own  passel  of 
problems.  If  Rutherford  doesn't  deliver, 
customers  could  find  themselves  back 


in  the  big  swamp.  Retiree  Muriel  Buj- 
ley  and  her  husband,  John,  received  Ire 
bonds  totaling  $2,100  after  the  bac- 
mptcy  court  in  the  gdc  case  found  tl•.^ 
had  been  defrauded  of  $20,300 — k 
amount  above  market  value  of  a  Sihi 
Springs  Shores  home  that  they  l.c 
bought.  "They're  unsecm-ed,"  she  saym 
the  bonds.  "If  something  happens,  k' 
get  nothing."  j. 

In  December,  1996,  the  Buckleys  jjd 
about  20,000  other  gdc  customers  Ite 
supposed  to  start  receiving  part  of  $ilO 
million  in  debt  repayment.  That's  a|it 
of  money — especially  fi-om  a  compjj*- 
that  made  only  $1  miUion  last  year^ 
sales  of  $106  million.  Robertson,  Sj- 
phens  &  Co.  analyst  Jay  R  Leupp  ei- 
mates  that  agc's  revenues  will  jumpio 
$142  million  this  year,  but  figures  in 
loss  at  $3.1  milhon. 
CHINA  EXIT?  Atlantic  Gulfs  other  hel- 
ache  is  the  65,000  acres  of  land  on 
balance  sheet,  which  cost  the  comp; 
more  than  $20  million  a  year.  "It's 
anchor-  around  the  company's  neck,"  s: 
Larry  Seidman,  who  ovras  more  tl 
20,000  shares.  He  isn't  the  only  ims- 
tient  shareholder  In  July,  Chemiii 
Bank,  then  the  company's  biggest  ' 
vestor,  unloaded  its  800,000-share  pi 
tion.  That  pummeled  AGC's  aire; 
slumping  stock,  which  is  dovra  aim 
50%  from  its  52-week  high. 

Rutherford  has  been  criticized 
some  AGC  shareholders  and  board  m^i- 
bers  for  pursuing  ill-fated  projects  : 
stead  of  realizing  the  value  in  the  c( ) 
pany's  land  holdings.  One  examj 
Rutherford's  failed  foray  into  Chi 
Since  1993,  the  company  has  spent  m 
than  $5  million  on  a  4,000-aci'e  proj 
near  the  city  of  Nanjing.  Rutherfc 
beheved  he  had  scored  a  coup  in  t 
venture,  wliich  sought  to  tui"n  faiTnl; : 
into  a  mixed-use  urban  center.  But  ti 
years  later,  no  progress  has  been  ma 
and  AGC  is  looking  for  an  exit.  Ruth 
ford  argues  that  AGC  has  met  unexp( 
ed  obstacles.  Much  of  the  land  it  inh 
ited  from  gdc,  for  instance,  is  ; 


THE  ATLANTIC 
GULF  SAGA: 

Will  Homeowners 
Be  Burned  Twice? 

MARCH,  1990  General  De- 
velopment Corp.,  a  subsidi- 
ary, and  four  top  executives 
are  indicted  on  charges  of 
fraud.  GDC  files  for  bank- 


ruptcy in  April.  In  Novem- 
ber, the  company  pleads 
guilty  to  one  count  of  mail 
fraud  and  agrees  to  pay  res- 
titution to  customers. 

MARCH  1991  Larry  Ruther- 
ford, a  Florida  developer, 
named  CEO. 

MARCH,  1992  GDC  emerges 
from  bankruptcy  under  the 
name  Atlantic  Gulf.  Plans  to 


sell  land  and  other  assets  to 
make  good  on  restitution 
plan  to  customers,  who  are 
given  bonds  and  stock. 

1993-1994  The  company 
starts  acquiring  land  to  pur- 
sue development  projects. 
Rutherford  comes  under  crit- 
icism from  shareholders  for 
trying  to  build  a  real  estate 
empire  instead  of  liquidating 
existing  land  holdings. 


AUGUST,  1995  The  com  pan 

speeds  up  land  sales  and, 
to  cut  costs,  eliminates  90 
jobs,  or  40%  of  its  work- 
force. Yet  it  faces  a  future 
cash  crunch.  In  December, 
1996,  the  company,  which: 
is  losing  money,  must  begi 
making  $200  million  in 
debt  repayments  to  home- 
owners. I 
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POEMS 

platinum's  open  Enterprise  Management  System 
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Platinum  Objf.ctory 


Application 
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Problem 
Management 

Apriori 


Systems 
management 


Network 
Management 
System 


Job  Management 
AutoSys/Altai 

Performance 
Management 
UniVision 

Data  &  Software 
Management 
NetArchive 
•  

SeCURJPi' 

Management 
SAFE 


Systems 
Distribution 
Xeer 

To  help  make  sense  out  of  the  enterprise  systems  management  chaos,  we  offer 
a  breadth  of  systems  management  tools,  each  a  masterpiece  in  its  own 
right,  designed  to  make  managing  and  sharing  information  possible  in  a  true 
open  enterprise  environment: 

AutoSys/Altai,  a  technologically  superior  job  scheduling  tool  set  that 
gives  you  the  ability  to  centralize  and  automate  the  scheduling  and  management 
of  jobs  in  distributed  MVS,  UNIX,  and  NT  environments. 

UniVision,  a  best-of-breed  suite  of  tools  that  allows  you  to  continuously 
monitor  and  manage  performance  and  resource  utilization  across  an  array  of 
popular  databases  and  platforms. 

NetArchive.  provides  the  only  true  distributed  client/server  solution  for 
enterprise-wide  backup  and  HSM. 

SAFE,  an  industrial  strength  security  system  that  integrates  heterogeneous 
security  systems  into  one  seamless  environment  from  a  single  graphical 
user  interface. 

Xfer,  the  highest-performing  software  distribution  tool,  lets  you  bring  order 
and  control  to  your  distributed  heterogeneous  environments  by  managing  the 
distribution,  configuration,  installation,  and  upgrading  of  software. 

Apriori,  the  industry-leading  help  desk  tool,  provides  a  patented  approach 
to  problem  resolution  by  identifying  and  answering  commonly  asked 
questions  without  having  to  invest  in  intensive  programming  time. 

These  systems  management  tools  are  just  one  part  of  the  PLATINUM  Open 
Enterprise  Management  System  (POEMS).  We  also  provide  a  full  complement 
of  tools  for  data  warehousing,  database  administration  and  application 
development  -  everything  you  need  for  managing  today's  increasingly  complex, 
multi-platform,  multi-operating  system,  multi-vendor  environments.  For  more 
information  or  a  complete  look  at  how  we  can  help  you,  please  give  us  a  call. 


The  Open  Enterprise  Management  Company 


mm 

TECHNOLOGY 


THE 
METHOD 
TO  THE 
MADNESS. 

1 .  800.  590.  7 S2  8 


PLOTTING  NEU)  FINANCIAL  COURSES. 


Times  have  changed.  Employees  face  a 
whole  new  array  of  benefit  options  -  and 
employers  have  the  challenge  of  making 
sure  that  everyone  understands  how  best 
to  take  advantage  of  these  new  choices. 

This  calls  for  help  in  plotting  new  finan- 
cial courses.  And  MetLife  is  the  place  to 
start.  We're  here  to  help  you  make  sense 


of  it  all  to  your  employees,  so  they  can  learn 
how  to  handle  their  new  responsibilities  in 
retirement  planning,  insurance  and  savings. 

We  have  over  125  years  of  financial 
problem-solving  experience,  and  a  full  range 
of  financial  security  products  and  plans. 

It's  all  at  your  service.  Just  give  us  a 
call  at  1-800-MetLife. 


SET  MET.  IT  pays: 

1-800-MetLife 


'iiiance 


irida's  backcountry,  where  demand 
n  developers  and  builders  is  low.  At- 
ipts  to  rezone  the  parcels  for  agi'i- 
Lural  use,  which  would  have  made 

land  more  attractive,  were  opposed 
local  municipalities  for  fear  of  los- 

a  potentially  lucrative  tax  base. 
Ulantic  Gulf  has  also  been  tiying  to 
oad  two  utilities  developed  by  gdc, 
ich  are  in  communities  where  many 
;he  cheated  customers  reside.  When 

two  communities  used  eminent  do- 
in  to  seize  the  utilities,  AGC  filed  suit 
ret  a  fair  price.  The  company  settled 
h  one  community  and  is  still  battling 


the  other.  Rutherford  did  please  share- 
holders in  August  by  hiring  a  manager 
to  sell  land  full-time  and  by  vowing  to 
cut  90  jobs  by  yearend.  He  also  has 
been  renegotiating  with  Bankers  Ti'ust 
New  York  Coip.  on  stretching  the  pay- 
back period  for  the  $200  milhon  in  notes 
that  come  due  starting  in  December, 
1996.  But  interest  rates  could  be  as  high 
as  15%,  Rutherford  admits. 
AMBUSH  PLAN.  Rutherford  claims  dis- 
putes within  the  agc  boardroom  are 
more  questions  "of  tactics  and  not  strat- 
egy." The  strategy  now  hinges,  in  part, 
on  spending  some  $15  million  creating 


homesites  on  land  in  the  paths  of  Flori- 
da's fastest-growing  suburbs,  such  as 
Tampa's.  Some  of  the  completed  home- 
sites  ab-eady  are  being  sold  to  builders. 

Builders  and  real  estate  experts  say 
the  strategy  is  workable  if  AOC's  cash 
commitment  is  minimal.  "Theii'  basic  as- 
sumption is  correct,"  says  consultant 
Lewis  Goodkin,  "as  long  as  they  have 
the  right  land."  But  for  Atlantic  Gulfs 
long-suffering  shareholders  and  bond- 
holders who  were  once  gdc  customers, 
this  is  one  they've  heard  before. 

By  Antonio  Fins  with  Gail  DeGeorge 
in  Miami 


OCKS 


N  END  RUN 

ROUND  WALL  STREET 

ly  companies  are  selling  stock  directly  to  small-fry  investors 


|ean  Witter  Reynolds  Inc.,  the  bro- 
jkerage  fii'm,  will  book  some  $900 
'million  in  commissions  this  yeai'  for 
dng  and  selling  securities  for  cus- 
lers.  But  if  you  want  to  buy  stock  in 
m  Witter  itself,  you  don't  need  to 
■  a  commission  to  a  broker.  The  firm's 
ent  recently  became  one  of  a  grow- 
number  of  companies  to  institute 
5ct-pm'chase  stock  plans,  making  it 

y  for  investors  to  become  «  ■  

reholders  without  punching 
11  Street's  meal  ticket. 
Phe  purpose  of  "no-load" 
ck  plans — so  called  because 
their  similarity  to  no-load 
tual  funds  that  investors  buy 
sctly  ft-om  a  fimd  company — 
to  woo  individual  investors. 
Tie  8,500  of  Barnett  Banks 
:.'s  44,000  registered  share- 
ders  came  on  board  by  way 
the  18-month-old  direct-in- 
itment  plan.  "It's  helping  us 
intain  our  retail  base  of 
ireholders,"  says  Catherine 
Cosby,  the  corporate  secre- 
y.  "Most  companies  are  losing  them." 
M  AND  POP.  Why  the  loss?  In  re- 
it  years,  many  folks  have  opted  for 
tual  funds  rather  than  individual 
cks.  And  individual  investors,  who 
reasingly  don't  take  possession  of 
:ir  certificates,  tend  to  remain  anony- 
us,  and  companies  would  like  to  know 

0  they  are.  "You  can  get  lists  from 
!  brokers,  but  they're  usually  so  old 

1  stale  they're  worthless,"  says  Gor- 


don G.  Garney,  a  shareholder-relations 
executive  at  Mobil  Corp. 

Many  companies  have  lost  individual 
investors  by  showing  them  the  door, 
running  "odd-lot"  buyback  progi-ams  to 
encoui'age  shai'eholders  with  fewer  than 
100  shares  to  leave  the  fold.  The  think- 
ing was  that  these  small  shareholders 
cost  too  much  to  service.  Now,  many 
corporations  realize  the  value  in  hav- 


Bypassing  Brokers 

Over  the  last  year,  these  companies  have  adopted  plans 
that  allow  investors  to  purchase  stock  directly. 


ATMOS  ENERGY 
BOB  EVANS  FARMS 
CAPSTEAD  MORTGAGE 
DEAN  WIHER  DISCOVER 
HOUSTON  INDUSTRIES 

MONTANA  POWER 
MORTON  INTERNATIONAL 


NORAM  ENERGY 
PINNACLE  WEST  CAPITAL 
PORTLAND  GENERAL 
PROCTER  &  GAMBLE 

TENNECO 
UTILICORP  UNITED 
WISCONSIN  ENERGY 
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ing  Mom  and  Pop  on  board.  "Surveys 
show  individuals  really  do  hold  long- 
term,"  says  Louis  M.  Thompson  Jr., 
president  of  the  National  Investor  Rela- 
tions Institute.  "Only  about  1%  of  them 
are  active  traders."  Compare  that  to 
mutual-fund  managers,  who  turn  over 
75%  of  their  portfolios  every  year.  And 
individuals  are  more  likely  to  vote  their 
shares  with  management. 

Loyal  investors  have  other  benefits. 


Charles  B.  Carlson,  who  follows  no-load 
stocks  in  his  newsletter  drip  Investor, 
says  consumer-oriented  companies  are 
realizing  shareholders  are  customers, 
too.  George  M.  Holston,  an  investor-re- 
lations manager  at  Texaco  Inc.,  says 
76%  of  shareholders  sm"veyed  said  they 
buy  or  are  inclined  to  buy  Texaco  prod- 
ucts. Most  companies  with  du"ect-invest- 
ment  plans  are  ones  that  market  their 
products  and  services  to  consumers. 

In  direct-investment  plans,  almost  no 
investor  is  too  small.  Exxon,  Mobil,  and 
Texaco,  for  instance,  ask  for  a  $250  in- 
itial investment.  Although  that  will  buy 
just  a  few  shai'es,  the  hope  is  that  these 
investors  will  build  their  stakes  over 
time.  Regions  Financial  Corp.,  an  Ala- 
bama banking  company,  has  a  $20  initial 
investment,  which  at  the  cun'ent  price 
buys  only  about  a  half  a  share  of  stock. 
Companies  can  afford  to  sell  stock  in 
such  small  amounts  because  these 
progi~ams  ai'e  linked  into  an  exist- 
ing dividend  reinvestment  plan, 
known  as  a  drip.  Such  plans  al- 
low shareholders  to  reinvest  div- 
idends in  more  shares — in  small 
amounts  and  fractional  shares. 

Most  of  the  time,  investors' 
purchases  are  fulfilled  through 
open-market  orders.  But  some 
companies  issue  new  ecjuity,  too. 
NorAm  Energy  Corp.,  a  Hous- 
ton-based gas  utility,  launched 
its  plan  10  months  ago  to  help 
repair  its  balance  sheet  and  has 
sold  about  1  million  of  the  5  mil- 
lion shares  authorized,  raising 
around  $6  million. 

While  the  no-load  stock  concept  is 
gaining  gi'ound,  there  are  still  only  74 
companies  with  such  programs.  But 
Carlson  expects  that  as  many  as  500 
companies  will  offer  direct  investments 
within  the  next  five  years.  "Big,  well- 
known  companies  are  going  into  this," 
he  says,  "and  that  gives  it  credibility." 

By  Jeffrey  M.  Laderman  in  New 
York,  mth  Gary  McWilliams  in  Houston 


BUSINESS  WEEK  /  OCTOBER  9.  1995  123 


The  power  of  change.  Samsung  measures  it  one  step  at  a  tia 


Samsung  is  ready  to  meet  the  challenges  of  a 
changing  world.  We've  focused  our  energies 
into  developing  key  technologies  for  the  ^ 
future.  Advanced  semiconductors 
for  imaging  and  multimedia. 


Biodegradable  materials  that  v/ill  help  Isdby 
preserve  our  ecosphere.   .7^=^*-=^-"^^  iodyci 
Transportation  systems  for  **~^-.i^P'°" 
land,  sea  and  air.  Soon,  you'll  be  driving lloce 
automobiles  manufactured,  controlled  anclsoo) 


red  by  Samsung's  technology.  With  each    The  Samsung  Group 

jroduct,  we  are  ascending  to  heights  of 
□tion  that  will  make  tomorrow's  world  a 
place  for  all  of  us.    ,  -^"^-"'^'^^ 

nil  III!     -.  ^   \ 

step  at  a  time.  rg^^ 
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Double-hulled  Tankers/High-speed  Ferries 
Chemicals:   Biodegradable  Resins/Fine  Chemicals 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

THE  WACHOVIA  AND 
SUNTRUST  TANGO 

All  year,  the  stock  of  bank  holding 
company  Wachovia  (WB)  has  see- 
sawed between  34  and  36 — until  early 
August,  when  heavy  buying  broke  out. 
By  mid-September,  the  shares  hit  45. 
WHiat's  behind  it  all?  Takeover  talk. 

"Wachovia  has  been  in  infonnal  dis- 
cussions with  the  people  at  SunTi'ust 
Banks  (STi)  for  a  possible  merger,"  says 
one  New  York  investment  banker. 
There  is  so  much  to  be  gained  on  both 
sides  that  "it's  almost  irresponsible  for 
them  not  to  talk  merger,"  he  explains. 
WTiat  seems  to  be  holding  up  a  deal,  he 
adds,  is  the  unresolved  cjuestion  of  who 
is  going  to  run  the  merged  companies. 
SunTi'ust  declined  comment  although 
Chairman  Jimmy  Williams  has  said 
publicly  he  wasn't  in  a  hurry  to  do  a 
merger.  Wachovia  didn't  respond. 

CiuTently  ti'ading  at  43,  Wachovia  is 
worth  55  to  60  in  a  buyout,  figures  one 
buyout  pro.  It  operates  491  bi-anches 
and  has  assets  of  $43  billion.  SunTiaist, 
now  at  66,  has  assets  of  $44  biUion  and 
operates  650  branches.  In  a  merger,  the 
stock  is  worth  at  least  85,  he  estimates. 

Analyst  George  Salem  of  Gerard 
Klauer  Mattison  gives  a  high  percent- 

UPWARD  MOBILITY 
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STOCK  PRICE 
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1996  Est 

$3.75 
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age  to  the  likelihood  that  Wachovia 
and  SunTr-ust  will  do  a  "merger  of 
equals"  over  tlie  next  few  months.  He 
bases  this  on  their  compatibility  and 
the  shareholder  values  that  will  be 
created  by  a  deal. 

He  figui'es  a  merger  would  result  in 
cost  savings  of  $310  miOion,  or  25%  of 
Wachovia's  1997  estimated  expense 
base.  The  deal  would  immediately  cre- 
ate a  substantial  eaiTiings  boost,  Salem 
adds.  Earnings  in  1997  would  be  about 


HIGH  STAKES  FOR  A 
RISING  STAR 
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20%  higher  with 
a  merger. 

A  combined 
Wachovia-Sun- 
Ti'ust  would  be- 
come the  10th- 
largest  banking 
company,  says  Sa- 
lem. The  new 
combo  would  rival 
current  banking 
mainstays  in  the 
Southern  states, 
mainly  Nations- 
Bank, First  Un- 
ion, and  Bamett. 

Wachovia  has 
been  regarded  as 
one  of  the  best  in  the  industry  in 
teiTTis  of  management  and  financial  per- 
formance. SunTrust,  which  was  found- 
ed in  1985  when  Ti'ust  Co.  of  Georgia 
and  Sun  Banks  merged,  is  also  no 
slouch.  "Its  1994  return  on  equity  of 
18.5%  and  retiu'n  on  assets  of  1.36% 
are  hardly  shabby,"  notes  Salem. 

Wachovia  ceo  L.  M.  (Bud)  Baker  Jr. 
will  probably  be  ceo  of  the  merged 
company,  while  SunTrust  ceo  Williams 
is  hkely  to  be  the  chairman,  Salem  be- 
heves.  "These  are  sticky  points,"  he 
says,  but  they  will  be  overcome  "sim- 
ply because  the  stakes  are  too  high." 

JUNIOR 

TAKEOVER  TERRORS 

Lawi'enee  Seidman  and  Richai'd  Wut- 
man  aren't  exactly  the  "takeover 
terrors"  that  Icahn,  Ki'avis,  or  LeBow 
are  reputed  to  be.  But  they  have  made 
some  buyout  liits  of  then-  own.  Because 
of  their  large  stake  in  Crestmont  Fi- 
nancial, they  took  control  and  later  sold 
the  company  to  New  Jersey's  Summit 
Bancorp.  They  also  participated  when 
Summit  went  into  the  arms  of  ujb  Fi- 
nancial, a  New  Jersey  bank  holding 
company  that  agreed  on  Sept.  11  to 
buy  Summit  for  $1.2  billion  in  stock. 

So  what  are  Seidman,  who  heads 
Seidman  &  Associates,  and  WTiitman, 
managing  partner  at  Benchmark,  buy- 
ing now?  IBS  Financial  (iBvSF),  a  New 
Jersey  savings-and-loan  company,  in 
which  they  have  just  acquired  a  5% 
stake  valued  at  $7.2  million.  Almost  im- 
mediately the  duo  annoimced  they  would 
press  management  into  taking  steps  "to 
realize  the  inherent  value  of  iBS's  fi"an- 
chise  in  a  manner  designed  to  maximize 
shareholder  value."  Assets  total  $665 
million,  and  the  company  operates  of- 


fices in  Burlington,  Camden,  and  Glouoj, 
tei-  coimties  in  New  Jersey. 

Management  is  nmiored  to  have  rcr, 
with  Seidman  and  Whitman  to  discui 
pr-oposals  to  boost  the  stock  price,  sas 
investment  manager  Jim  Awad,  W|) 
has  been  accumulating  shares  in  ant^ 
ipation  of  a  takeover.  "There's  no  doul 
that  the  stock  is  undervalued  based  [ 
its  assets  and  excess  capital,"  sal 
Awad.  He  values  IBS  shares,  now 
16,  at  20  to  25  in  a  takeover  deal. 

In  the  meantime,  management 
acknowledged  that  its  stock  is  und^ 
valued  and  decided  to  buy  back 
much  as  5%  of  its  own  shares.  Th 
won't  be  enough,  says  Awad.  He  thin 
Seidman  and  Whitman  will  press  mi 
agement  to  either  use  its  excess  capi;i 
to  boost  the  stock  or  sell  the  compai 


LOCKING  IN 
A  WINNER? 


CoiTections  Coip.  of  America  (cxc), 
one  company  with  a  real  capt 
market:  It's  in  the  piison  business. 
the  stock  to  own  for  at  least  the  ni 
10  years  if  you're  looking  for  a  com; 
ny  that's  dominant  in  an  eiiipting  m; 
ket,"  says  investment  pro  Anch-ew  L: 
yi  of  Ladenburg  Thalmann. 

Among  Lanyi's  biggest  winners  tl 
year  is  Steris,  up  168%,  Alternati 
Resources,  127%,  and  PhyCor,  105 
Corrections,  his  most  recent  pick,  \ 
already  jumped  to  45  from  28  in  eai 
March.  Lanyi  insists  the  stock  has  a 
more  upside  room.  > 
Why?  Earnings  are  up.  In  1994,  th 
rose  51%,  to  53?  a  share,  on  reveni 
of  $120  million.  This  year,  eaiTiings  v  „ 
zoom  to  75c  on  revenues  of  $185  n  j 
lion  and  then  soar  to  $1.31  a  sha 
next  year  on  sales  of  $275  miUion. 

The  privatization  of  prisons  is 
the  rise,  says  Lanyi,  explaining  O 
rections'  tremendous  gains.  The  comj 
ny  is  the  leader  in  designing,  buildi] 
and  managing  piisons  and  correctioi 
facilities.  The  number  of  prison  be "  amn 
under  contract  with  Corrections 
gi'own  from  9,331  at  the  start  of  li 
to  21,675  by  mid-1995. 

"The  business  is  not  only  recessi< 
proof  but  counter-cyclical  as  wel 
notes  Lanyi.  It  makes  money  when  t'  'nt.iinir 
economy  is  humming — and  more  m( 
ey  in  bum  times  when  crime  spec 
up  and  jails  get  more  swollen  with 
mates.  CoiTections  manages  more  t\ 
40%  of  the  privately  nm  prison  marli 
he  notes.  And  that  market  is  growii 
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ow  Many  People  Are  Working  For  You  To 
ind  People  To  Work  For  You? 


day's  business  world, 
i  absolutely,  positively, 
lestionably  more.  The 
t,  growing  companies 
e  '90s  are  finding  ways 
nsolidate  all  aspects  of 
■  workplace,  Ijecause 
want  to  have  a  more 
ent,  more  pr(>ducti^e. 
more  sensible  wav  to 
;heir  business, 
low  us  to  introduce 
;lves.  We're  the  more 


efficient,  more  productive, 
more  sensible  way  to  handle 
all  vour  staffing  needs. 

We're  also  known  as 
Management  Recruiters 
International,  vour  staffing 
partner,  and  the  nation's 
leader  in  permanent,  flex- 
ible and  right-Ill  staffing 
solutions.  With  o\er  600 
offices  and  3.000  recruiting 
specialists,  we're  poised 
with  our  coinj)rehcnsi\ e 


net\\ork  to  fulfill  vour 
total  staffing  needs. 

And  when  you  work  vs  ith 
us.  our  Project  Team  will 
perform  a  needs  analysis, 
and  then  le\erage  the  re- 
sources of'MRI  to  find  the 
perfect  fit  for  your  business. 
From  oiu  Sales  Considtants' 
division  which  specializes 
in  sales  professionals,  to  our 
CompuSearcli  specialists 
who  can  help  vou  find  "inf()r- 


niation  systems"  persoiuiel, 
to  our  OfficcMates.5  group 
f  or  adm i n is t  l  a  t  i %  e  and 
office  support  [)ersonnel. 
to  oiu  Management  Recrui- 
ters di\  i>ion  tor  more 
search  specialists  than 
anyone,  we're  here  to  help. 

Companies  of  the  "90s 
want  a  better  way  to  run 
their  business.  Which  is 
exactly  what  we  re  all  about. 
Smart,  huh? 


Sales  Cunsiiltaiits 

Maiiaoeiiieiit 
Ket'Fuiters 

timipuSearch 

Ofri<eMate.s5 


M^l  Intelligent  Staffing  Solutions^ 


An  AS/400®  Advanced  Series  Solution 


Behind  Bill  Downs' 
success  in  keeping  Earth 
safe  from  alien  life -forms 


II 


9. 
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is  a  client/serv<r 
network  that  sendasc 
data  throughout  ;h 
Sega' empire  instcm 


and  the  ability 
to  add  more  power  at  a 
moment's  notice. 


He  was  also  the  first  to  see  that 
AS/400  Advanced  Series  could  do 
all  this  with  lower  administrative 
costs  than  other  platforms. 


W  hen  your  business  grows  from  zero 
dollars  to  a  billion  dollars  in  five  years, 
clioosinsi  a  elient/se.rver  system  that  can 
keep  up  with  the  grou  th  is  pretty  important. 

Which  is  what  Bill  Doivns  of  Sega  has 
found  tvith  AS/4()()  Advanced  Series. 

"hi  five  years,  we  probably  would  have 
had  two  or  three  different  business  systems  if 
ive  had  started  ivith  something  that  didnt 
scale  as  easily  as  AS/'WO.'"  says  lidl.  "Ao/ic 
of  us  had  the  idea  we  woidd  grow  as  fast 
as  we  did. " 

lidl  has  his  AS/lOO  Advanced  Series 
runninii  the  entire  business.  He's  usin"  it 
to  process  orders  and  schedule  delivery  to 
20.1)00  retail  stores  overnight.  He  has  his 
company's  PCs,  \la<  s  and  Silicon  Graphics 
workstations  running  off  it.  And  his 
AS/'lOO  Adv(uwed  Series  does  all  this  ivith 
a  technology  budget  of  less  tluu}  two-tenths 
of  one  percent  of  reienue.  (uut  with  mininud 
support  staff 

If  you'd  like  to  see  how  you  can 
manage  business  growth  at  lower  cost  with 
AS/iOO  Advanced  Series,  call  us  at 
I  800  IllM-Sm.  ext.  HA  1.54.  Or  visit  our 
home  page  at  http://www.as400.ihm.coni 
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STRATEGIES 


THIS  PLANE 
ISNT  TAKING  OFF 

McDonnell  Douglas'  new  jet  could  ground  its  commercial  unit 


One  year  ago,  Harry  C.  Stonecipher 
swept  into  the  corner  office  of 
McDonnell  Douglas  Corp.  What  a 
change.  Brash,  decisive,  and  a  passionate 
salesman,  the  59-year-old  cliief  executive 
seemed  eveiything  his  genteel,  brainy, 
and  often  ponderous  predecessor,  John 
F.  McDonnell,  wasn't.  Stonecipher,  the 
fii'st  nonfamily  member  to  run  the  aero- 
space company  in  its  75-year  history, 
quickly  made  his 
mark  internally:  He 
gives  shop-floor  pep 
talks,  pens  personal- 
ized newspaper  ads, 
and  started  casual 
Fridays  at  the  com- 
pany's stodgy  St. 
Louis  headquarters. 

Stonecipher,  how- 
ever, seems  to  be 
stumbling  where  it 
really  counts:  tuiTiing 
around  McDonnell's 
beleaguered  commer- 
cial airline  division, 
Douglas  Aircraft  Co. 
Last  spring,  Scandi- 
navian Airlines 


System  scuttled  a 

major  order  for  McDonnell's  proposed 
MD-95,  instead  inking  a  deal  with  Boeing 
Co.  for  100-seat  737-600  jets.  Then,  on 
Sept.  19,  news  broke  that  negotiations 
for  a  major  order  of  MD-95s  with  ValuJet 
were  crumbling  and  that  the  Atlanta- 
based  airline  was  warming  instead  to  a 
bid  from  Aii'bus  Industiie.  The  same  day, 
McDonnell  Douglas  was  compelled  to  is- 
sue a  statement  denying  reports  that  its 
inability  to  secure  orders  for  the  MD-95 
would  force  it  to  take  on  the  Chinese 
government  as  an  equity  partner. 
EARNINGS  PLUNGE.  Such  woes  have  trig- 
gered new  speculation  that  McDonnell 
may  be  forced  to  shut  down  its  commer- 
cial jet  business.  In  dozens  of  newspaper 
advertisements,  Stonecipher  has  denied 
any  plans  to  do  so.  But  the  company's 
22%  share  of  the  commercial  market  five 
years  ago  has  dwindled  to  just  9.8%  to- 


day (chart).  Since  1991,  operating  earn- 
ings at  the  unit  have  plummeted  from 
$283  million  to  $47  million. 

Commercial  aircraft,  moreover,  con- 
tributed just  one-third  of  McDonnell's 
$13.1  billion  in  1994  revenue,  dwaifed  by 
sales  of  space  and  military  equipment  to 
the  Pentagon,  foreign  militaiy  custom- 
ers, and  NASA.  "If  McDonnell  Douglas 
hadn't  had  a  pr'ofitable  coi'e  of  military 

SALT  ON  ITS  TAIL 


McDonnell  douglas'  share  of 
commercial  aircraft  sales 

25  


sales,  the  company  would  have  gone 
bankrupt  a  long  time  ago,"  says  Wolf- 
gang Demisch,  an  aerospace  analyst  with 
BT  Seciuities  Corp. 

Stonecipher,  who  was  unavailable  for 
comment,  has  seen  battle  befoi-e.  After 
heading  General  Electric  Co.'s  jet- 
engine  business,  he  spent  seven  years 
turning  around  Sundstrand  Corp.,  a 
maker  of  aerospace  and  industrial  prod- 
ucts that  had  been  mired  in  a  military 
contract-fraud  mess.  An  enthusiastic 
hands-on  manager,  he's  well  known  for- 
taking  over  troubled  projects  personal- 
ly— as  he  has  with  McDonnell's  new 
C-17  military  transport  plane. 

What  Stonecipher  has  in  his  favor  at 


McDonnell  is  a  robust  military  busirt 
which  generates  nearly  $800  millioii 
cash  each  year.  That's  more  than  enc^ 
to  finance  the  laimch  of  the  MD-95.  ■ 
industry  obser-vers  say  the  compa. 
decade-long  commercial  slide  against 
rivals  as  Boeing  and  Airbus,  coupled  ■ 
its  inability  to  secure  order's  for  the  j  ( 
95,  signal  that  it  could  eventuallj ; 
forced  out  of  the  market.  "The  MI 
is  the  last  progr*am  that  could  helpji 
stay  viable  in  the  eyes  of  custom^i 
says  Nicholas  Heymarm,  aerospace  i 
lyst  with  NatWest  Securities  Corp.  i 
MAINTENANCE  WOES.  The  launch  of  i 
MD-95,  which  will  cost  $22  million  toi 
milUon  apiece,  is  crucial.  Its  basic  | 
sign  is  modeled  largely  on  McDonrl 
vener-able  DC-9,  but  it  boasts  a  new  } 
engine  and  spr-uced-up  nose  and  lan^^ 
features.  That  makes  it  an  attract 
complement  to  the  r-eliable  but  gas 
zUng  MD-80  jet. 

Worldwide  de: 
for  MD-95-size  pi 
is  expected  to  exi 
800  by  2010,  accf 
ing  to  analysts 
McDormeU  is  conr 
ing  with  new  pi 
ucts   from  Boo 
Airbus,  Daimler  1 
Aerospace's  Foli 
subsidiary,  and 
ain's  Avr"o.  Says 
bert  J.  Lanese, 
ty  president 
McDonnell's 
space  unit:  "Th: 
like  the  Olympic 
tri! 


Without  strp 

er  signs  that  McDonnell  Douglas ' 
long-terTn  player-  in  the  market,  it's 
likely  that  many  MD-95  order's  will  ri 
rnalize.  Customer's  justly  vwll  wony 
plane  maintenance,  upgrades,  and  pir 
meting  leasing  values.  Over  the  pastr 
years,  indeed,  the  market  vam 
McDonnell  Douglas'  large,  thr-ee-er 
MD-11  has  dr-opped  40%,  anal\  si  : 
mann  says,  as  rival  aircraft  makers 
launched  better-performing  pr-otluet 
For  that  reason,  some  analysts  sj: 
late,  Stonecipher  acknowledges  the  ]t 
sui'e  for-  McDonnell  Douglas  to  abali 
its  commercial  business.  But  he  alsi! 
alizes  that  thr-owing  in  the  towel  i 
pletely  could  all  but  eliminate  the  etui 
value  of  existing  planes.  The  wayl 
business  is  sinking,  though,  Stoneci| 
may  have  little  left  to  lose. 
By  Ron  StodghiU  II  in  St.  Louisi 
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The  Merrill  Lynch  Planning  Difference 


)UR  COMPANY  JUST  RESTRUCTURED. 
\EY  MADE  YOU  AN  OFFER 
)U  COULDN  T  REFUSE. 

DW  DO  you  PLAN  TO  RESTRUCTURE? 


re  going  to  take  early  retirement. 

great  opportunity  but  an  equally  great  challenge, 
severance  money  may  have  to  support  your 
ing  living  costs  as  well  as  fund  your  new  lifestyle 
nds.  And  you  want  to  be  sure  you  can  meet  your 
inancial  demancfs  without  turning  to  your  401(k) 
RA  assets— their  tax-deferred  status  should  be 
ed  to  continue  as  long  as  possible.  With  the  right 
cial  tools  from  Merrill  Lynch,  you  can  start  figur- 
Jt  today  how  to  make  all  your  new  ends  meet. 

re  going  to  find  another  job. 

gh  the  period  between  jobs  will  create  some 
orary  cash  flow  demands,  once  you're  working 
you  can  use  this  severance  pay  to  really  focus  on 
longer-term  financial  plans.  Maybe  you'd  like  to 
ement  your  retirement  savings,  cover  college 
ises  or  just  follow  a  dream.  But  no  matter  which 
you  choose  to  pursue,  each  choice  requires  a  dis- 
investment strategy.  And  a  Merrill  Lynch  Financial 
ultant  can  help  you  put  those  strategies  to  work. 


You're  going  to  start  your  own  business. 

You  always  wanted  to  be  your  own  boss  and  now  you 
have  the  opportunity.  But  getting  a  business  off  the 
ground  might  mean  buying  equipment,  retaining  consul- 
tants, conducting  market  research,  and  a  host  of  other 
costs.  So  how  can  you  put  the  money  from  your  former 
company  to  work  in  your  new  one?  Do  you  invest  it  as 
equity  or  lend  it  to  your  new  business.''  It  s  hard  to  get 
started  without  seriously  jeopardizing  your  lifestyle.  But 
you  can,  with  proper  financial  planning. 

hivesting  a  large  sum  of  money  is  one  of  the  most 
important  personal  financial  challenges  you'll  ever  face. 
To  help  you  meet  that  challenge,  a  Merrill  Lyiich 
Financial  Consultant  will  work  closely  with  you  to  tailor  a 
comprehensive  finiincial  plan  to  meet  your  unique  needs. 
And  we  offer  more  ways  to  make  that  plan  work  than  any- 
one else.  For  more  information,  contact  a  Merrill  Lynch 
Financial  Consultant  or  call  I-80()-MERRILL,  ext.  9574. 

The  difference  is  planning. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


Cover  Story 


RIDING 
HIGH 

Corporate  America  now  has 
an  edge  over  its  global  rivals 


Compaq's  1992  I'estructuring  was  one  of  those  e\  fi^i 
that,  with  hindsight,  marked  a  turning  point.  ^ 
years  of  losing  sales  to  low-cost  rivals,  the  pers(  Ssi 
computer  maker  struck  back  by  sharply  hiking  fst«r 
ductivity  and  cutting  prices.  By  1994,  revenues  0- 
more  than  doubled,  earnings  had  quadi-upled,  and  Cor  M''' 
Computer  Coip.  had  leapt  to  the  No.  1  position  in  the  PC 
ness,  with  a  13%  market  shai'e.  Now,  in  a  quest  for  even 
er  growth,  Compaq  is  investing  in  new  information  syst 
overhauling  manufacturing  techniques,  and  chasing  ove: 
sales.  "For  us  to  keep  growing,  we  have  to  put  in 
state-of-the-art  technology,  make  constant  progi'ess,  and 
constant  improvements,"  says  Compaq  Chief  Executive 
hard  Pfeiffer  "If  you  stand  still,  you  will  fall  behind." 

It's  a  catchphrase  for  oiu-  era,  the  Age  of  Productivity, 
sense  of  urgency  is  evident  all  around.  Management: 
reengineering  operations  and  building  an  infomiation  i: 
structure  of  computers,  software,  and  telecom  equip: 
Giant  at&t  splits  itself  into  three  separate  companies  ti 
come  a  nimbler,  more  flexible  competitor  Ford  Motor 
neai'ly  pushed  into  the  scrap  heap  by  the  Japanese  jugge: 
in  the  early  1980s,  now  runs  some  of  the  car  industry's 
productive  plants.  The  U.  S.  semiconductor  industry, 
bold  bid  for  global  market  share,  is  constructing  $9  b: 
worth  of  new  plant  capacity  in  the  U.  S.  Says  Paul  A, 
chief  executive  of  Xerox  Corp.:  "I  think  inside  corpora 
everybody  is  more  focused  on  being  competitive  and  |? 
cient  than  they  ever  have  been." 

All  this  ferocious  activity  is  part  of  a  comeback  that 
ders  on  reincarnation.  For  much  of  the  past  two  dec 
U.  S.  companies  appeared  to  be  no  longer  competitive 
foreign  rivals.  Many  feared  that  America  would  follow 
imperial  powers  such  as  Austria-Hun- 
gary and  Britain  into  economic  decline. 
Japan  was  poised  to  become  the  world's 
hegemonic  economy,  eclipsing  the  U.  S. 
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AGE  ANNUAL 
GROWTH 


jrything  from  autos  to  televisions.  In  1986,  when  author 
3  Fallows  shared  a  beer  with  an  English  friend  in  Tokyo, 
iend  said:  "Why  don't  you  just  face  the  fact  that  you're 
d-raters  like  us?"  By  1988,  Japan's  stock  market  ac- 
ed  for  44%  of  world-market  capitalization,  up  from  17% 
30,  according  to  Morgan  Stanley  Capital  Intemational. 
the  same  period,  the  U.  S.  stock  mai-ket  fell  from  50%  of 
the  world  market  to  29%. 

Today,  Corporate  America  has  em- 
barked on  a  capital-spending  boom.  Cor- 
porate profits  as  a  percentage  of  nation- 
al income  are  far  higher  than  they  were 
in  the  1980s.  Unit  labor  costs  have  been 
flat  over  the  past  year,  compared  with 
an  average  annual  increase  of  4.1%  in 
the  1980s,  a  clear  sign  of  improved  effi- 
ciency. The  U.  S.  has  also  regained  its 
primacy  as  the  world's  leading  stock 
market,  rising  by  75%  since  1990, 
while  the  Japanese  market 
has  plummeted  by  50%). 
Underlying  these 
gains  is  a  powerful 
upsurge  in  pro- 
ductivity. In  the 
1990s,  nonfarm 
productivity 
has  been  rising 


at  a  2.2%  rate,  more  than  twice  the  anemic  pace  of  the  pre- 
vious two  decades.  And  in  the  fifth  year  of  an  economic  ex- 
pansion, a  time  when  output  per  worker  typically  subsides, 
productivity  posted  a  remarkable  3.5%  year-over-year  gain  in 
the  second  quarter  of  1995.  "In  a  truly  competitive  global 
economy,  U.  S.  performance  has  been  outstanding,"  says 
Grady  E.  Means,  head  of  strategy  consulting  services  at 
Coopers  &  Lybrand.  Adds  William  Lewis,  director  of  the 
McKinsey  Global  Institute:  "The  U.  S.  has  the  highest  produc- 
tivity and  the  best  job  creation  performance  among  the  in- 
dustrial countries." 

FRONTIER  DAYS.  Small  differences  in  productivity  add  up  to 
big  changes  in  income  over  time.  If  the  U.  S.  raises  its  pro- 
ductivity trend  gTowth  rate  by  just  0.5%  a  year,  to  1.5%,  that 
inci'ement  cumulates  to  about  $300  biUion  over  10  years — suf- 
ficient to  compensate  for  about  three  garden  variety  reces- 
sions, says  Stephen  S.  Roach,  economist  at  Morgan  Stanley.  If 
the  cuirent  2%^  pace  remains,  national  output  will  rise  about 
10%'  more  than  it  otherwise  would  over  the  next  decade. 
Put  somewhat  differently,  real  per-capita  gross  domestic 
product  in  the  U.S.  increased  by  1.75%  a  year  from  1870  to 
1990  to  the  worid's  liighest  level— from  $2,224  to  $18,258  (in 
1985  dollars).  Had  the  U.S.  gi'owth  rate  been  just  one  per- 
centage point  less — 0.75%  a  year — then  real  per-capita  gdp  in 
1990  would  have  been  $5,519,  or  around  Mexico's  level  and 
about  $1,000  less  than  Portugal's,  according  to  calculations  by 
Robert  J.  Barro,  economist  at  Harvard  University. 

To  be  sure,  the  full  extent  of  the  productivity  gains  are 
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muddied  by  some  problems  with  the  imderlying  statistics.  The 
government's  ciUTent  2.2%  productivity  number  for  the  1990s 
will  be  revised.  Soon,  government  number-cioinchers  will  in- 
troduce a  new  method  for  calculating  economic  gi'owth  that  is 
likely  to  cut  productivity  gTowd;h  by  perhaps  half  a  percentage 
point,  estimates  Edward  McKelvey,  senior  economist  at  Gold- 
man, Sachs  &  Co. 

At  the  same  time,  most  economists  agree  that  the  govern- 
ment numbers  miss  many  of  the  biggest  gains  from  higher 
productivity.  The  advantages  to  consumers  ft-om  automated 
teller  machines,  affordable  fax  machines,  and  increased  choice 

of  mutual  funds  do 
not  show  up  in  the 
figures.  Moreover,  by 
understating  the  ex- 
tensive use  of  softwai'e,  telecom  geai',  and  other  high-tech  in- 
vestment, the  official  statistics  imderestimate  <;dp  and,  by  in- 
ference, productivity.  For  example,  the  current  capital- 
spending  upturn  is  centered  on  information  technologies, 
but  softwai'e  expenditiu'es  ai-e  not  counted  as  investment  (ex- 
cept for  software  sold  with  computer  hardware  as  a  package). 
The  addition  of  coiporate  software  pui'chases  could  boost  in- 
foi'mation-processing  investment  by  more  than  20%,  accord- 
ing to  the  Bank  Crecht  Analyst,  an  investment  and  business 
forecasting  firm. 


Cover  Story 


The  economy's  productivity  expansion  follows  a  long  gita 
tion,  which  is  hardly  siuprising.  Whenever  a  major  new  toh 
nology  such  as  computers  is  introduced  into  an  econom 
workplace,  productivity  falters  as  workers  and  mana^ 
stinggle  to  master  unfamiliai"  skills.  Learning  how  to  explt 
fi'ontier  technology  takes  years  of  experimentation  and  oiai 
izational  reshuffling.  Over  time,  though,  both  manager  51 
and  labor  move  up  the  "experience  cm-ve."  At  the  same  Ip^ 
additional  innovations  make  technology  easier  to  use,  ' 
falling  prices  speed  the  diffusion  of  the  new  technology, 
payoff:  higher  productivity.  Says  Richard  S.  Belous, 
economist  for  the  National  Planning  Assn.:  "I  would  m 
sm-j^rised  if  we  see  productivity  gi-ovv1:h  that  rivals  the  a\ 
tural  revolution  and  the  manufacturing  revolution." 
MAJOR  PLAYERS.  The  signs  of  resurgence  are  striking,  e, 
cially  from  an  international  perspective.  American  co: 
nies  are  way  ahead  of  almost  all  others  in  leading-edge 
tech  industries,  from  software  to  biotech  to  online  serv 
The  U.  S.  has  63  personal  computers  per  100  employed 
ers  (including  PCs  at  school  and  home)  to  Japan's  17, 
ing  to  International  Data  Corp.  The  U.  S.  is  the  low| 
producer  among  industrial  nations,  with  unit  labor  costi 
ing  more  slowly  than  in  either  Japan  or  Germany.  Amei 
manufactui'ers  are  10%  to  20%)  more  productive  than  Ge: 
or  Japanese  manufacturers,  and  the  U.  S.  service  sectj 


WHY  THE  PRODUCTIVITY  TIDE  WILL  LIFT  ALL  BOATS 


The  U.  S.  economy  is  more  produc- 
tive and  competitive  than  it  has 
been  in  three  decades.  But  the  good 
news  just  doesn't  wash  with  a  lot  of 
people. 

Little  wonder.  Over  the  past  two 
decades,  real  wages  have  been  virtually 
flat,  and  the  productivity-led  recovery 
of  the  1990s  hasn't  improved  the  situa- 
tion. And  in  a  nation  where  equality 
has  always  been  a  central  idea,  income 
inequality  is  rising.  Dozens  of  books  by 
liberals  and  conservatives  alike,  fi"om 
Jeremy  Rifkin's  The  End  of  Work  to  Sir 
James  M.  Goldsmith's  The  Tixip,  are 
stoking  end-of-an-era  pessimism  in 
ways  that  echo  the  1848  Communist 
Manifesto  of  Karl  Marx  and  Friedrich 
Engels:  "The  modern  labourer. ..  in- 
stead of  rising  with  the  progi'ess  of  in- 
dustry, sinks  deeper  and  deeper  below 
the  conditions  of  existence  of  his  own 
class.  He  becomes  a  pauper,  and  pau- 
perism develops  more  rapidly  than  pop- 
ulation and  wealth." 
REAL  WEALTH.  But  just  as  Marx  far 
underestimated  the  eventual  payoffs 
from  the  Industrial  Revolution,  so,  too, 
are  today's  pessimists  missing  the  com- 
ing gains  from  the  Information  Revolu- 
tion. America's  economic  glass  should  be 
seen  as  half-full  rather  than  half-empty. 

For  one  thing,  workers  may  be  doing 
better  than  the  recent  wage  data  sug- 
gest. Real  wages  have  dechned  by  0.2% 
annually  over  the  past  five  years.  But  a 
eongressionaily  appointed  panel  of  econ- 


omists, headed  up  by  Michael  Boskin. 
former  head  of  the  Council  of  Economic 
Advisers,  argues  that  the  consumer 
price  index  has  been  overstating  infla- 
tion by  at  least  a  percentage  point.  If 
that's  the  case,  then  real  wage  gains 
are  0.8%  a  year.  And  hourly  compensa- 
tion— which  includes 
retirement  and  med- 
ical benefits — would  be 
up  about  1.3%. 

Many  workers  are 
also  sharing  in  the 
boom  in  stocks  and 
bonds  for  the  fii"st  time 
ever,  thanks  largely  to 
tax-defeiTed  retire- 
ment savings  plans 
such  as  401(k)s  and  in- 
dividual retirement  ac- 
counts. Over  the  past 
five  years,  the  value  of 
equities  and  mutual 
funds  held  by  house- 
holds has  jumped  by 
$2.4  triUion,  to  $4.5* 
trillion,  according  to 
Joseph  Carson,  chief 
economist  at  Dean 
Witter  Reynolds  Inc. 
And  it's  the  workers 


who  will  reap  the  market  gair 
their  retirement  savings,  not 
nies  as  in  traditional  pension 
Workers  are  also  bound  to 
as  fatter  paychecks  follow  higj 
ductivity.  Over  long  periods  o| 
productivity  and  wages  track 


OLD  WAVE:  Typewriters 
helped  revohdionize 
work — and  boosted 
productivity — in  the 
early  1900s 
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(  to  50%  more  productive,  estimates 
iman  Behravesh,  chief  international 
lomist  at  DRi/McGraw-Hill.  U.  S.  com- 
ies  are  major  players  in  telecommuni- 
ons,  finance,  and  other  businesses  in 
developing  world.  Exports  to  the  Pa- 
Rim,  the  world's  fastest-gi'owing  re- 
,,  account  for  18%  of  total  U.  S.  export 
s,  vs.  15.5%  in  1990,  according  to  dri. 
he  gains  in  competitiveness  have  not 
/ented  the  U.  S.  merchandise  trade 
;it  from  ballooning  to  a  record  $188 
on,  at  an  annual  rate.  In  part,  this  reflects  the  poweiful 
land  that  Americans  have  for  imported  oil,  cars,  and  oth- 
:oods.  And  there's  ample  evidence  that  closed  or  partially 
3d  markets  abroad  may  dampen  exports.  Korea's  auto  in- 
;ry  thiives  behind  steep  trade  ban-iers.  India  is  on  strike 
nst  foreign  capital.  The  mercantilist  Japanese  export  to 
world  and  protect  their  home  market, 
et  the  trend  is  toward  more  open  markets  and  freer 
le,  as  exemplified  in  the  North  American  Free  Trade 
eement  and  the  broadened  General  Agi'eement  on  Taiiffs 
rade.  Out  of  the  16  most  populous  developing  nations,  13 
ralized  trade  and  foreign  investment  mles  from  1980  to 
i,  according  to  Henry  S.  Rowan,  professor  at  Stanford 


Unit  labor  costs 
are  flat.  During 

the  1980s, 
they  rose  by  an 
average  of  4.1% 


University.  Even  to  Japan,  U.  S.  mer- 
chandise exports  surged  by  20.4%  fi'om  a 
year  ago,  to  $36  billion  during  the  seven 
months  of  1995. 

Moreover,  today's  trade  deficit  is  a  dif- 
ferent beast  from  the  red  ink  of  the  1980s. 
For  one  thing,  an  increasing  share  of  to- 
day's imports  is  feeding  Corporate  Amer- 
ica's powerful  investment  boom  rather 
than  going  into  consumer  products,  which 
do  not  add  to  the  capital  stock.  And  the 
U.  S.  has  kept  its  export  boom  aUve  de- 
spite economic  weakness  in  virtually  all  of  its  leading  trading 
partners.  The  industrial  world's  strongest  economy,  the  U.  S. 
has  been  a  magnet  for  imports.  Still,  exports  are  up  by  more 
than  11%  compared  with  a  year  ago,  after  adjusting  for  infla- 
tion. "Consideiing  differences  in  business  cycles,  if  we  hadn't 
seen  strong  productivity  growth  and  increased  global  compet- 
itiveness, the  trade  deficit  would  be  much  worse,"  says  Mark 
Zandi,  economist  at  Regional  Financial  Associates  Inc.  Over 
the  next  several  years,  assuming  world  gi'owth  rates  pick 
up,  the  trade  deficit  could  fall  sharply. 

Fact  is,  American  companies  are  ahead  of  the  pack  because 
of  the  openness  of  the  U.  S.  economy.  Business  here  has 
lived  longer  than  its  overseas  adversaries  with  red-hot  com- 


From  1948  to  1973,  produc- 
e  by  2.5%  a  year,  and  real 
amings  gained  3%.  When  pro- 
slowed  to  0.9%  a  year  from 
993,  wage  gains  slipped  to  a 
%  annual  rate.  This  relation- 
so  true  for  Germany  and  Ja- 
big  wage  gains  in  those  coun- 
cided  with  rapid  productivity 
fter  World  War  II. 
)m  one  year  to  the  next,  wages 


and  productivity  don't  necessarily  move 
in  lockstep.  When  Japan  enjoyed  an 
enoiTnous  surge  in  manufactimng  pro- 
ductivity, starting  in  1968,  real  compen- 
sation did  not  catch  up  until  around 
1973.  And  in  the  U.  S.,  it  took  several 
years  for  the  sharp  productivity  drop  of 
the  late  1970s  to  trickle  dovra  into  a 
slowdown  in  real  wage  gi-ovrth. 

Wage  inequality  could  also  narrow 
as  America's  high-productivity  econo- 

As  more  workers  gain 
skills,  the  premium  paid 
to  operators  of  high- 
tech gear  will  fall,  but 
overall  wages  will  rise 


my  kicks  into  high  gear.  Up  to  now, 
companies  have  been  paying  premium 
wages  for  skilled  labor  in  this  high- 
tech era.  For  instance,  employees  who 
use  computers  are  paid  on  average 
about  15%  higher  wages  than  those 
who  don't.  The  average  annual  earn- 
ings of  male  college  graduates  are 
some  70%  higher  than  those  of  high 
school  graduates;  at  the  end  of  the 
1970s,  the  premium  was  42%. 
"EVERYONE  LEARNS."  Yet  the  skill  level 
of  American  labor  is  improving,  with 
more  workers  getting  the  education  and 
ti'aining  employers  require.  A  whole 
generation  is  picking  up  skills  at  com- 
munity colleges  and  technical  institutes. 


Moreover,  software  companies  are  mak- 
ing their  products  more  accessible  to 
the  masses,  even  as  computer  learning 
aids  for  the  technologically  ilUtei'ate 
proliferate.  "When  a  new  technology 
comes  in,  initially  the  better-educated 
workers  are  better  at  adapting  to  the 
technology,"  says  Kevin  Murphy,  econo- 
mist at  the  University  of  Chicago. 
"But,"  he  adds,  "eventually,  everyone 
learns,  and  the  premium  for  knowledge 
falls  back." 

That's  what  happened  at  the  turn  of 
the  century.  The  introduction  of  type- 
writers, addressing  machines,  dicta- 
phones, mimeo  machines,  and  other  in- 
novations made  many  office  tasks 
simpler  to  do,  according  to  research  by 
Claudia  D.  Goldin  and  Lav^Tence  F. 
Katz,  economists  at  Harvard  Univer- 
sity. At  the  same  time,  the  percentage 
of  Americans  with  high  school  diplomas 
rose  sharply.  As  a  result,  the  wage  pre- 
mium paid  to  white-collar  office  work- 
ers fell  between  1914  and  the  early 
1920s,  even  while  overall  living  stan- 
dards were  rising. 

Cold  comfort  to  a  laid-off  middle 
manager  or  a  worker  who  hasn't  gotten 
a  pay  raise  in  years.  Still,  today's  high- 
tech productivity  bonanza  will  have  a 
double-barreled  impact  on  living  stan- 
dards. It  will  raise  wages  as  the  coun- 
try becomes  ever  more  productive.  The 
march  of  the  microprocessor  will  also 
increase  economic  mobility  as  workers 
upgrade  their  skills  and  move  up  the 
earnings  ladder.  When  the  payoff 
comes,  the  wait  will  have  been  more 
than  worth  it. 

By  Christopher  Farrell  in  New  York 
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LT  ARE  THE  ISSUES? 

St  as  our  bodies  need  nour- 
nt  to  make  it  from  childhood 
gh  youth  to  adulthood,  our 
nef<ls  jjackaging  to  make  it 
the  farm  through  the  grocery 
to  our  <Huing  tables, 
thoul  the  right  jnirkaging, 
would  be  wasted.  Indeed, 
Tts  ol  the  world  larking 
Stieateil  j)aekaging  technol- 
lore  than  50%  of  the  food  is 
rery  year.  It  either  rots  or  is 
jed  during  shipping, 
rtunately,  we  have  the  teeh- 
'  to  avoid  these  problems.  For 
ce,  a  |ia|)er  package  isn't  just 
made  from  paper  of  varying 
lesses  with  graphics  thrown 

Almost  every  package  is  a 
ble  technological  feat,  each  a 
C  solution  to  a  special  ]>roblem. 
me  packages  endure  tluctua- 
n  temperature  and  hiunidity, 
hold  ice  while  allowing  the 
'  to  drain,  some  withstand 
•aping  stacking  without  being 
id.  You  get  the  idea.  Without 
ifferent  types  of  packaging, 
wouldn't  have  access  to  as 
fresh  food.  You  also  woiddn't 
as  much  variety.  Some  foods 
I  become  too  expensive  for 
people  to  afford, 
le  abundance  of  packaging 
•aise  the  ([uestion:  would  we 
;tter  off  without  it?  The 
;r:  not  really.  The  ]»ractical 
on  is  a  packaging  material 
not  only  fulfills  all  the 
renients  of  getting  food  to  us 
Iso  is  ecologically  conscious, 
i,  renewable  and  recyclable. 

International  Paper,  we 
Ntand  the  neetl  to  find  a 
Be  between  preservuig  millv  for 
row's  breakfast  and  preserving 
)rests  for  future  generations. 


WHAT  WE  ARE  DOING. 

International  Paper  invests 
milbons  every  year  devel(»ping 
innovations  that  keep  food 
fresh  and  nutritious.  Our 
Barrier-Pak  "  beverage  cartons 
use  a  [)atented  layering  process 
of  special  papers  and  coatings 
that  function  as  sophisticated 
barriers  to  hold  in  the  fresh 
taste  and  flavor  of  juices.  We're 
also  working  on  new  packaging 
systems  that  will  keep  milk  fresh 
and  nutritious  even  longer. 

Along  with  creating  revolu- 
tionary packaging,  we're 
constantly  looking  for  new 
ways  to  use  less  wood  fiber  in 
our  packaging.  One  examj)le  is 
our  Pineliner"  technology, 
which  produces  corrugated 
boxes  that  re(|uire  17%  less 
fiber  yet  remain  as  strong  as 
conventional  boxes. 

We  meet  the  need  for  virgin 
fiber  through  "sustainable 
foresti-y."  which  includes  planting 
50  niilUon  Suj)erTree"  seedlings 
everv  year.  SujierTrees,  deveb 
oped  through  a  process  of 
natural  selection,  produce  'M)'7c 
more  wood  per  acre  over  a 
25-year  gr(»wing  pei-iod. 


WHAT  IT  MEANS 
TO  YOU. 

You  can  have  fresh- 
tasting  Florida  orange 
juice  in  the  dead  of 
winter  in  Minnesota. 

\on  can  have  fresh 
milk  and  tender  chicken 
in  Manhattan  any  time 
you  |)lease. 

In  short,  you  can 
lia\c  fooil  that  tastes  as 
fresh  as  it  does  on  a 
farm  no  matter  where 
you  live  in  America. 

To  talk  more,  jdease 
call  Bob  Gf)rdon  or 
Lvn  Bernstein  at  the 
International  Pa|>er 
Packaging  Innovation 
Center.  1-800-577-^862. 


INTERNATIONAL^)  PAPER 

We  answer  to  the  world. 


petition.  With  the  woi'ld's  largest  consumer  market  Iming  for- 
eign livals,  battles  for  markets  and  pi'ofits  have  been  re- 
lentless. With  a  government  eager  to  deregulate,  market 
forces  have  been  unleashed  in  evei7>^hing  fi'om  telecommuni- 
cations to  electric  utilities.  With  a  society  open  to  entre- 
preneurs, upstarts  such  as  Bill  Gates  of  Microsoft  Corp.  and 
Herbert  D.  Kelleher  of  Southwest  Airlines  Co.  have  shaken 
up  industry  after  industry.  "The  more  open  U.  S.  market 
has  forced  American  companies  to  be  veiy  competitive,  both 
domestically  and  internationally,"  says  David  L.  Blond,  du-ec- 
tor,  international  trade  forecasting  at  dri.  "American  compa- 
nies made  the  transition  sometime  around  the  mid-19S0s, 
and  they  have  embraced  a  competitiveness  ethic  much  more 
than  either  German  or  Japanese  companies." 
SMOTHERING.  Indeed,  Europe  Inc.  is  only  now  starting  a 
painful  restnictming.  Ti-ue,  many  European  companies  over- 
hauled their  operations  in  preparation  for  a  single  market  in 
1992,  and  competition  is  keener  with  the  collapse  of  commu- 
nism and  the  rise  of  emerging  markets.  But  competition  in 
Europe  is  still  a  far  ciy  from  what  it  is  in  America,  and,  for 
the  most  part,  managements  have  a  long  way  to  go  to  get 
their  organizations  more  efficient  and  their  production  costs 
down.  Take  the  chemical  industry.  "American  companies 


ON  TRACK:  Skill  lev  : 
are  high  at  Pitney 
Bowes,  where  a  locu 
comrmmity  college 
helps  train  workers 

have  lowered  their  i 
cost  base  by  about 
while  European  coi 
nies  have  done  littl 
ni  )thing,"  says  S.  G. 
Ixu-g  &  Co.  chemical  , 
lyst  Paul  Raman. 

Sputteiing  multina: 
al  giants  such  as  ' 
many's   Daimler  B 
France's  Alcatel  Alst 
and   Belgium's  So( 
Generaie  face  the  u 
viable  task  of  slas 
tens  of  thousands  of ) 
to  improve  efficienjfc.j; 
Many  of  the  Continft' 
players  in  such  leac 
edge  businesses  as 
puters  and  telecomni 
cations  are  smothering  under  interventionist  goverma, 
pohcies.  European  governments  are  still  struggling  to  dtE- 
ulate  their  airline  industry  nearly  two  decades  afteifce 
U.  S.  did. 

Japan,  battered  by  the  bursting  of  its  1980s  "bubble  <  !n-;<L 
omy"  and  the  surging  yen  in  the  1990s,  is  financially  frj  le. 
Even  when  its  banking  mess  is  cleaned  up  and  the  ecor  ly 
revives,  many  companies  face  years  of  paring  employr  it. 
Despite  fii'st-rate  multinationals,  such  as  Toyota  Motor  (  rp, 
and  Hitachi  Ltd.,  a  siu^ijrisingly  large  number  of  Japanes  n- 
dustries  are  lagging  their  global  rivals,  a  situation  that 
only  worsen  as  Japan's  economy  becomes  more  service-or  it- 
ed  and  information-intensive.  "The  Japanese  ai"e  world-ck  \n 
autos,  consumer  electronics,  and  a  few  other  high-tech  a  is. 
Once  you  get  beyond  those  industries,  Japan  is  not  ry 
competitive  or  productive,"  says  economist  Behi'avesh.  ■ 

Some  economists  are  still  skeptical  that  Corporate  Aier 
ica's  gains  are  dm'able.  They  believe  the  improvements  1 1 
ly  mirror  the  lower  value  of  the  dollar  rather  than  adv;' 
in  competitiveness.  Worse,  they  say  gains  by  U.  S.  comp  i 
have  httle  to  do  with  better  hving  standards  for  the  ma? 
Americans.  Productivity  is  up.  Corporate  coffers  are : 
But  worker  paychecks  haven't  kept  pace.  After  adjustin  i 


The  U.S.  Moves  Ahead  in  Productivity.  and  Its  Stock  Market  Shines 
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3U  can  say  you  don't  need  an  organizer, 
but  we  have  the  photographs. 


'try  picture  tells  a  story.  And  if  the 
of  your  life  has  become  too  complex, 
ie  it's  time  for  a  Wizard. 
Tiether  it's  for  business  or  personal 
he  compact  and  easy  to  use  Wizard 
you  find  what  you  need  when  you 
it.  It  stores  yoiu-  addresses  and  phone 
)ers,  tracks  your  busy  schedule  and 
ou  create  documents  and  transfer 
:o  and  from  your  PC. 
liat's  more,  some  Wizards  even 
you  to  E-mail  or  fax. 
id  now  the  Wizard  OZ-5500,  the 
St  member  of  the  #1  selling  brand 
•sonal  information  organizers,  comes 
i  unique  money  tracking  system 
p  keep  your  finances  in  line,  too. 
ir  more  information  on  how  to 
Wizard,  call  1-800-BE-SHARP 
)ur  nearest  dealer, 
le  sooner  you  get  one,  the  sooner 
life  will  be  picture  perfect. 


WIZARD 

Carried  By  The  Most 
Organized  People  On  Earth. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS  " 

\ 

'  WIZARD'  ORGANIZERS  •  CALCULATORS  •  COLOR  SCANNERS  •  COPIERS  •  CORDLESS  TELEPHONES  •  FACSIMILE  •  USER  PRINTERS  •  NOTEBOOK  COMPUTERS  •  PDAs  •  WORD  PROCESSORS 

©1995  Sharp  Electronics  Corporation.  Simulated  Screen  Image. 


inflation,  wages  have  been  stagnant  in 
the  1990s. 

But  this  widely  shared  outlook  is  much 
too  gloomy.  A  stronger  dollar  could  pinch 
profits  at  multinationals  such  as  Gillette 
Co.,  which  had  68%  of  its  sales  overseas 
last  year.  Yet  adjusting  for  both  the  do- 
mestic and  global  business  cycles,  im- 
provements in  U.  S.  productivity  have 
been  twice  as  important  in  explaining 
U.  S.  export  performance  as  the  changes 
in  the  value  of  the  dollar  since  1991,  says 
economist  Zandi.  Ciurency  is  not  the  sto- 
ry. It's  productivity. 

What's  more,  if  history  is  any  guide,  sustained  gains  in 
productivity  eventually  translate  into  higher  living  stan- 
dards (page  116).  It  took  time  for  management  and  labor  to 
learn  how  to  use  the  new  technologies.  Now,  the  productiv- 
ity gains  are  clearly  emerging,  and  incomes  will  follow.  This 
doesn't  just  mean  higher  wages,  though  that's  a  big  part  of 
it.  Faced  with  a  fearsome  competitive  environment,  compa- 
nies are  offering  higher  quality  goods  and  services  at  a 
lower  cost,  which  also 
boosts  living  standards. 
"Forget  price  increas- 
es," says  Southwood  J. 
"Woody"  Morcott,  ceo 
of  Dana  Corp.,  a  $6.6 
billion  auto-parts  mak- 
er. "The  only  way  to 
improve  your  margin 
today  is  by  improving 
your  product." 

The  evidence  from  a 
wide  range  of  indus- 
tries shows  that  the 
productivity  gains  are 
real  and  ongoing. 
Whether  it's  manufac- 
turing semiconductors, 
offeiing  banking  servic- 
es, or  keeping  track  of 
medical  records,  U.  S. 
companies  are  doing 
more  with  less.  GTE 
Corp.'s  operations  in 
Florida's  Tampa-Sara- 
sota  region  is  more  the  rule  than  the  exception.  Over  the 
past  five  years,  the  area's  population  and  telephone  system 
have  grown  by  about  7%  annually,  yet  gte  still  employs 
the  same  number  of  service  people,  about  250.  Laptops  let 
repair  crews  plan  their  daily  schedules  efficiently  and  allow 
customers  to  get  a  more  acciu'ate  time  of  ariival  fi-om  the  re- 
paii-  folks.  The  staff  backing  up  these  technicians  has  dropped 
fi'om  45  to  11  as  software-driven  "expert"  systems  take  cus- 
tomer requests  and 
aiTange  them  in  the 
most  efficient  ordei'. 
Professor  Erik 

Brynjolfsson  and  Lorin  Hitt  of  Massachusetts  Institute  of 
Technology  found  evidence  in  a  suivey  of  neai'ly  400  compa- 
nies that  the  return  on  investment  in  information  systems 
could  exceed  50%. 

TEAMWORK.  Investment  spending  is  remarkably  robust,  too. 
Outlays  for  producei'  durable  equipment  as  a  share  of  nom- 
inal (;dp  is  8.2%.,  compared  with  6.5%.  in  1991.  With  prices  for 
computers  and  office  machinery  falling  by  13%  a  year  over 
the  past  half-decade  and  the  sustained  rise  of  the  U.  S. 
stock  market  attracting  billions  in  new  capital,  companies 
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The  U.S.  stock 
market  is  up 
75%  since 
1990.  Japan's 
market  has 
plunged  by  50% 
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should  continue  to  invest.  "It  all  , 
cally  points  to  a  period  of  fau-ly  low  ii 
tion    and    higher-trend  productii 
growth  than  we've  had  for  a  coup ; 
decades,"  says  William  Sterling,  mii 
ing  director  at  bea  Associates,  a  mcl 
management  firm  in  New  York  Cit.l 
Of  course,  the  world  isn't  standing  i 
Managements  in  Eui-ope  and  Japaiat 
gi-apphng  with  their  problems,  ancj 
veloping  nations  such  as  South  Kore; 
Taiwan  are  coming  on  strong.  That's] 
U.  S.  companies  are  now  taking  i 
ment  in  then-  human  capital — their 
forces — more  seriously.  Wlien  mass  production  inled,  co: 
itive  advantage  lay  in  fi-agmenting  work,  highly  specia 
tasks,  and  managing  via  hierarchical  biu-eaucracy.  Wliat 
fei-ent  today  is  that  productivity  gains,  in  an  era  of  compji 
and  communications  technology,  increasingly  rely  on 
gating  authority  and  organizing  workers  into  self-man,], 
teams. 

As  in  any  dramatic  conversion,  a  lot  of  companie^ 


HIGH-TECH  PUNCH 

Motorola  and  otii: 
U.S.  chipmakers  f 
productivity — aw« 
investment — leaaf: 

stimibUng  as  they  ^ 
for  a  more  flexibl(| 
sponsive  corportj; 
Reengineerings  anj- 
structuiings  have  t 
been  just  manager?; 
speak  for  massivt?. 
offs  without  any  tu 
formation  of  workii 
shattering  of  burealst 
cy.  Surveys  b\'  (■(  ■ 
tants  and  ar;i(l( 
show  companies  - 
cut  too  deeply  into  . 
workforces  and  n 
to  delegate  suffi 
authority. 

Nevertheless, 
signs  point  toward  more  and  more  companies  tryii 
change.  Look  at  DuPont  Co.  It  has  gone  through  a  v^Ten 
two-stage  restructuring  since  1991.  In  round  one,  jobs 
slashed  in  middle-  and  upper-management  ranks,  and 
ployee  morale  plummeted.  Round  two  was  also  distres 
Senior  management  split  the  company  into  som 
semiautonomous  business  units  aimed  at  flexibility  and 
tivity.  Financially,  the  maneuvei's  have  paid  off.  Last 
earnings  rose  by  65%,  excluding  extraordinary  charges 
are  on  track  to  show  a  25%-  improvement  this  year.  Ai 
employees,  the  turnaround  is  palpable.  Says  Edward  A. 
ley,  a  25-year  veteran  and  manager  of  corporate  tra 
and  education:  "I  find  it  liberating.  You  have  the  freedc 
go  out  and  make  changes  and  make  things  happen.  You 
have  to  ask  permission."  Adds  Michael  J.  Fradette,  dii^ 
for  manufacturing  consulting  at  Deloitte  &  Touche:  "To 
money  in  a  disinflationary  period  takes  i-eal  innovatioi 
creativity  at  all  levels  of  the  corporation." 

Companies  are  also  putting  more  effort  into  prep, 
workers  for  the  new  world  of  work.  Formal  company  tr£ 
increased  by  45%  fi'om  1984  to  1993.  according  to  Ani 
Camevale,  dii'ector  of  human  resoiu'ce  studies  at  the  Coi 
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^jou  ll  find  us  in  the  home,  at  the  office  and  the  shopping  mall,  ^ere  in  hospitals,  at  construction 
fo,  even  in  your  local  hardware  store  '^e  fact  is,  'Hitachi  makes  thousands  of  different  products  - 
om  power  tools  to  power  plants  -  for  countless  industries,  '^nd  every  day.  new  products  are  being 
'■veloped,  designed,  manufactured  and  serviced  by  Hitachi  group  companies  around  the  world 
Tl  in  '\North  America  alone).  (5o  you  see.  there  s  more  to  the  picture  than  meets  the  eye. 
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tee  for  Economic  Development,  a  think 
tank  in  Washington,  D.  C.  For  example, 
Dana  Corp.  has  doubled  the  time  and 
money  it  spends  on  training  and  education 
programs  over  the  past  several  years. 
"We're  teaching  people  to  look  for  ideas," 
says  CEO  Morcott.  "A  lot  of  the  educa- 
tion is  on  how  to  spot  ways  to  improve 
our  business."  In  general,  coiporate  train- 
ing progi-ams  tend  to  favor  teclinical  work- 
ei"s  and  managers,  but  a  study  by  Ann 
Baitel  and  Nachum  Sichennan,  economists 
at  Columbia  University,  found  that  in  industries  with  high 
rates  of  technological  change,  employers  do  compensate  for 
workers'  lower  levels  of  education  by  providing  more  training. 

Then  there's  the  experience  of  Pitney  Bowes  Inc.,  the 
world's  largest  maker  of  postage  meters  and  mailing  equi{> 
ment.  Nearly  five  years  ago,  the  Stamford  (Conn.)  company 
collaborated  with  a  local  community  college  to  devise  a  custo- 
mized seven-stage  training  cuiriculum.  In  a  manufacturing- 
setting  where  more 
than  17  languages 
wei'e  spoken,  about 
40%  of  its  1,500  pro- 
duction workers  were  not  literate  to  the  requii-ed  minimum  of 
fourth-grade  level,  and  65%  required  some  kind  of  math 
training.  Today,  almost  everyone  meets  the  basic  literacy 
and  math  requii'ements,  and  employees  spend  several  houi's  a 
week  in  training  sessions  developing  other  skills.  Employees 
now  work  in  teams,  collaborate  with  engineers,  order  materi- 
als, and  monitor  product  quality.  Says  Kevin  Connolly,  direc- 
tor of  systems-products  manufactuiing:  "These  workers  have 


The  U.S.  has 
63  PCs  per 
100  workers.  In 
Japan,  the  figure 
is  only  17 
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homes;  they  make  decisions  all  the  time.  Yet  in  the  past,  we 
treated  them  as  if  they  were  incapable  of  making  decisions 
when  they  came  into  the  factoiy.  No  more." 

Like  any  market,  be  it  oil  or  stocks,  wages  are  sensitive  to 
the  ebb  and  flow  of  supply  and  demand.  For  more  than  a 
decade,  those  with  a  college  education  or  technological  skills 
have  been  well-paid  while  eveiyone  else  stagnated.  The  U.  S. 
workforce  is  heeding  the  mai'ket's  message.  The  percentage  of 
high  school  graduates  enrolling  in  college  after  graduation 
jumped  from  49%  in  1980  to  62%  in  1992.  The  ratio  of  bache- 
loi-'s  degi'ees  awarded  to  those  18  to  24  years  of  age  rose  a  re- 
markable 29%  from  1980  to  1990,  according  to  John  Bishop, 


economist  at  Cornell  University.  New 
trants  to  the  job  market  are  considera 
better  educated  than  workers  retir 
from  the  labor  force. 

At  the  same  time  that  more  people 
getting  the  education  and  ti-aining  empl 
ers  desire,  infonnation  technologies  are 
creasingiy  user-fiiendly.  All  of  the  ma 
computer  and  software  companies  are 
veloping  programs  that  bliu'  the  disti 
tion  between  expert  and  novice.  "Up  u 
the  early  1980s,  the  only  people  able! 
use  personal  computers  were  a  very  tiny  elite.  Now,  a  lot 
software  is  for  nimibslaills.  In  some  sense,  the  technology  is 
mocratizing  rather  than  elitizing,"  says  David  Card,  econoii 
at  Piinceton  Univereity.  Adds  Shaiyl  Schubert,  a  haii'dresse: 
Chicago  who  recently  bought  an  Apple  Macintosh  computer 
her  4;^>-year-old  daughter,  Jessica:  "I  don't  think  the  emphasis 
computers  is  going  to  be  divisive  for  American  society.  I  th 
they  are  going  to  be  part  of  noirnal  Mfe,  and  right  now,  we'n 
the  transition.  There  are  computers  everywhere — Marsl 
Field's,  restaurants,  even  my  Dad's  phamiacy." 
PAINFUL  UPHEAVAL.  Adam"  Smith  was  right.  There  i 
great  deal  of  "ruin"  in  a  nation.  The  dynamism  of  capita 
competition  is  devastatingly  painful.  While  18th  cent 
textile  makers  in  Britain  built  the  factory  system,  mid( 
class  weavers  in  Yorkshire  sank  into  poverty.  In  the  18( 
the  spread  of  railroads  devastated  communities  withou 
rail  link.  The  1950s  and  1960s  were  an  era  of  U.  S.  ecoiu 
ic  dominance,  but  many  industrial  laborers  never  rec 
ered  from  losing  the  well-paying  manufacturing  jobs  th 
sands  of  them  held  before  industrial  companies  moved  fi 


"DEMOCRATIZING"; 

User-friendly  softwa 
and  training  guides 
are  making  compute 
accessible  to  all 

the  Northeast  and  1 
west  to  cheaper  site 
the  South  and  West. 

Today,    high  scl 
dropouts  and  less  ski 
workers  confront  tr 
bled   times.  With 
world    economy  in 
competitive  than  it 
been  in  at  least  a  cei 
ry,  everyone — the  e 
cated  and  the  unedu 
ed     alike — faces 
insecurity  and  earn! 
instability.  That  is 
all  of  society's  major 
nomic  institutions — £ 
businesses  to  school! 
government — are  under  inci'easing  pressure  to  do  more 
those  ill-prepared  to  compete  in  the  new  economy  an< 
cushion  workers  against  income  fluctuations. 

Nevertheless,  the  nation's  economic  vitality  is  being 
stored.  Many  U.  S.  industries,  from  telecommunicationi 
entertainment  to  Wall  Street,  are  genuine  global  comi 
tors.  The  lesson  of  histoiy  is  that  given  time,  the  product! 
bounty  that  has  been  largely  confined  to  corporate  col 
will  be  shared  by  all  Americans — improving  everyone's  s 
dard  of  living. 

By  Christopher  FarrelU  with  Michael  J.  Mandel  in  j 
York,  Joseph  Weber  in  Philadelphia,  and  bureau  reporii 
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Keep  yowr  Windows  95 
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beautiful, 
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desimed 


DIGITAL  INTRODUCES 
A  FULL  LINE  OF  COMPUTERS 
OPTIMIZED  FOR  WINDOWS'^  95. 

Yes,  our  PCs  and  notebooks  are  beauti- 

tul.  But  perhaps  phenomenal  is  a  better 

way  to  describe  some  of  the  industry's 

most  robust  platforms  for  Windows'  95. 

Take  the  new  Celebris^^'  GL.  For  the 

advanced  productivity  business  user,  it 

sports  EDO  memory,  pipeline  burst 

cache  and  PCI  bus 

master  E-IDE. 

Network-reaciy  with 

Pentium     integrated  Ethernet 


in 


and  DMI,  it  also  has  integrated  3D, 
64-bit  graphics  with  WRAM,  audio 
and  CD  ROM.  And  Windows"  95 
makes  all  ot  these  powerful  features 
easy  to  use. 

The  alliance  between  Digital 
and  Microsoft  isn't  new;  it's  been  going 
strong  tor  ten  years.  Now,  with  450 
field  locations  worldwide,  and  over 
5,000  Microsoft-trained  professionals. 
Digital  IS  a  key  Microsoft  Authorized 
Support  Center  and  the  only  major 
PC  vendor  to  be  a  Windows"  95 


Outsource  Partner.  You  can  make  a 
case  tor  the  benetlts  of  such  an  alliance. 
We've  made  several. 

Call  1-800-DIGITAL  tor  your 
nearest  reseller,  or  visit  our  Web  Site  at 
www.pc.digital.com. 
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INTEL  UNBOUND 

Its  move  into  computer  design  is  forcing  the  entire  industry  to  march  to  its  beat 
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Tap-tap-tap-tap-tap-tap-tap.  David 
House,  a  senior  vice-president  at 
chip  giant  Intel  Corp.,  raps  out  a 
pi-ecise  staccato  beat  with  his 
knuclvles.  Wliat  you're  hearing,  he  says, 
is  the  racing  heartbeat  of  an  industry. 
"Twice  a  second,"  House  e,\pl;uns,  "some- 
body buys  an  Intel-based  computer." 

As  astonishing  as  that  pace  is — some 
55  million  Intel-powered  personal  com- 
puters will  be  sold  this  yeai;  a  30%  leap 
over  1994  shipments — it's  not  good 
enough  for  House's  demanding  boss. 
Chief  Executive  Andi'ew  S.  Grove  has 
already  built  Intel  into  an  $11.5  billion 
powerhouse:  the  biggest  and  richest 
chipmaker  in  the  world.  Its  microproces- 
sors now  chug  away  in  150  million  PCs, 
and,  because  Intel  chips  are  being  de- 
signed into  all  sorts  of  systems,  "80%  of 
all  computing  in  the  year  2000  could  be 
done  using  Intel  technology,"  predicts 
Gartner  Group  analyst  Mark  Specker. 
Still,  Intel's  hard-charging  CEC)  is  push- 
ing to  create  even  gi-eatei-  demand. 

Grove's  motivation  is  simple,  and  the 
voluble  executive  has  been  jjeifectly  up- 
fi'ont  about  it:  To  support  the  huge — and 
gi'owing — costs  of  developing  anrl  build- 
ing microprocessors,  Intel  needs  to  gen- 
erate huge  profits.  The  company  now 
spends  approximately  $1  billion  to  de- 
sign a  microprocessor  and  then  plows 
$1  billion  into  each  plant  that  builds  it. 
There  are  two  ways  to  cover  that  nut: 
One  is  to  create  new  demand  for  PCs. 
The  other  is  to  preserve  high  profit 
margins  by  accelerating  the  shift  from 
one  generation  of  microprocessors  to 
the  next.  That  makes  it  harder  for 
clonemakers  to  catch  up  and  force  Intel 
to  cut  prices  ahead  of  its  schedule. 
PENTIUM  JITTERS.  About  four  years  ago, 
Grove  hit  on  a  foiTnula  to  achieve  his 
goals.  While  the  Pentium  was  in  devel- 
opment, his  long-simmering  frustration 
with  the  slow  evolution  of  the  iBM-com- 
patible  PC  "platform"  boiled  over.  The 
guts  of  most  PC  clones — aside  from  the 
microprocessor — had  not  advanced  far 
beyond  the  1984  IBM  PC/AT.  Grove  wor- 
ried about  losing  gi-ound  to  other  plat- 


forms, such  as  Apple  Computer  Inc.'s 
Macintosh  or  even  Sun  Microsystems 
Inc.'s  SPARC  designs.  Sluggish  develop- 
ment was  also  helping  Intel  doners  gTab 
market  share.  Grove  feared  for  the  suc- 
cess of  the  Pentiuin  generation — on 
which  he  was  betting  $5  billion  in  devel- 
opment and  production  costs. 

So  he  put  Intel 
into  the  business  of 
designing  computers. 
Instead  of  launching 
the  Pentiimi  chip  and 
then  getting  comput- 
er makers  to  design 
machines  around  it, 
a  process  that  could 
take  a  yeai;  Intel  be- 
gan doing  the  job  itself.  It  figau'ed  out 
the  "chip  set" — a  collection  of  logic  semi- 
conductor chips  that  suiTound  the  micro- 
processor and  perform  functions  such 
as  synchronizing  the  actions  of  various 
components.  And  it  gi'eatly  stepped  up 
efforts  to  design  and  build  entire  moth- 
erboards, the  circuit  cards  at  the  heart 
of  PCS.  Wlien  Pentiimi  went  into  produc- 
tion, Intel  also  started  selling  chip  sets 
and  motherboards.  Soon,  dozens  of  PC 
makers  were  selling  Pentium  machines. 

For  Intel,  the  formula  is  working  be- 
yond all  expectations.  Not  only  is  it 
pushing  its  own  chips  out  faster — Pen- 
tium's successor  is  due  out  in  November, 
before  Pentium  clones  have  appeared  in 
volume — it  is  also  using  its  mother- 
boards and  chip  sets  to  speed  to  market 
a  host  of  iinprovements  to  the  PC,  includ- 
ing a  faster  "bus"  for  moving  data  in 
and  out  of  the  computer.  That  has 
helped  push  PC  demand  beyond  analysts' 
forecasts  and  has  put  Intel  on  course  to 
exceed  $20  billion  in  sales  by  2000. 

It  has  also  made  Intel  arguably  the 
most  powerful  force  in  industry — a 
mixed  blessing  at  best  for  PC  makers. 
Much  as  they  enjoy  the  current  PC 
boom,  they  worry  that  their  industry 
is  being  hollowed  out  and  that  they  are 
ceding  unprecedented  power — and  rich- 
es— to  Intel.  While  the  chip  giant  gob- 
bles up  more  pieces  of  the  PC,  computer 


makers  are  finding  fewer  ways  to 
differentiating  their  products  anJtot 
lieve  the  margin  squeeze  that  has  1 
ly  let  up  since  the  price  wars  ol  i 
early  1990s  (charts).  "Everybody  iMa 
been  hassling  Gates  about  Micros 
monopoly,"  says  the  chairman  of 
computer  maker  "Microsoft  doesn't  |i  • 


Grove  has  accumulated 
such  Gatesian  leverage  that 
rivals  hesitate  to  even 
discuss  it  on  the  record 
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J  leverage  that  Intel  has  today." 
strong  is  Intel's  influence?  One 
the  reluctance  of  computer  exec- 
to  talk  about  the  chipmaker's 
an  the  record.  A  year  ago,  Com- 
mputer  Chief  Executive  Eckhard 
blasted  Intel's  strategy  at  a  con- 
.  He  railed  against  Intel's  grow- 
ler and,  in  particular,  its  mother- 
business,  which  helped  rivals 
y  2000  Inc.  and  Dell  Computei' 
ring  out  Pentium-based  macliines 
)f  the  Houston-based  giant. 
BANDWAGON.  This  year,  Pfeiffer 
mged  his  tune.  Wlien  the  next- 
tion  Pentium  Pro  chip  (code- 
P6)  comes  out  in  November, 
:}  will  be  among  the  PC  makers 
to  market  with  machines  based 
1  motherboards.  He'll  be  in  good 
y:  IBM,  Digital  Equipment, 
t-Packard,  and  a  host  of  oth- 
do  the  same.  "If  you  want  a  _ 
in  the  fall,  you  have  one  '~ 
gi'ouses  a  PC  executive  at  a 
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major  computer  maker. 
"You  buy  the  Intel  box 
because  they're  doing  the 
chip,  the  board,  the  me- 
chanicals, everything." 

Intel's  new  game  plan 
is  shaking  up  the  entire 
PC  industry,  toppling  some 
leaders  and  crowning  new 
ones.  Hewlett-Packard  Co. 
has  made  a  smash  reentiy 
into  the  PC  market,  vault- 
ing into  the  top  10  in  only 
two  years,  partly  by  us- 
ing Intel  motherboards. 
Its  first  consumer  PCs, 
which    came    out  last 
si:)ring,  were  built  entirely 
by  Intel.  Digital,  another  comeback  kid, 
reUes  on  Intel  motherboards  for  a  quai- 
ter  of  its  machines,  and  home-PC 
giant  Packard  Bell  Electronics 
j  '     Inc.  relies  on  Intel  for  most 
"  ^1    everything  it  sells. 
I  • ,       AST  Research  Inc.  is  the  latest 
major  PC  maker  to  get  with  the 
program.  The  Irvine  (Calif.)  com- 
pany announced  on  Sept.  11  that 
I  it  will  post  a  larger-than-expected 
j  loss  this  quarter  because  Packard 
I  Bell,  Gateway  2000,  and  other  In- 
'  tel  motherboard  customers  had 
I  beaten  it  to  market  with  new 
:  models.  "Intel  has  changed  the 
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•EXCLUDES  $475  MILLION  CHARGE  TO  EARNINGS  FOR  PENTIUM  REPLACEMENTS 
DATA:  INTEL  CORP.  PRUDENTIAL  SECURITIES  INC.     DATA  OATAQUEST  INC.  SAMPLE,  BW  ESI 

business,"  says  Safl  U.  Qureshey,  the 
chastened  chairman  of  AST.  "A  few 
years  ago,  our  focus  was  the  addition  of 
unique  [hardware]  features  as  differen- 
tiators. But  getting  to  market  fast  with 
the  right  configuration  is  better  than 
showing  up  three  to  six  months  later 
with  our  own  gee-whiz  feature." 

The  solution:  join  the  growing  ranks 
of  Intel  mothei'board  customers — then 
scramble  to  come  up  with  a  mai'keting 
message,  package  design,  or  software 
that  -will  make  your  product  stand  out 
in  a  sea  of  identical  hardware.  The  sad 
reality,  says  Leslie  Fiering,  vice-presi- 
dent of  market  researcher  Gartner 
Group:  With  an  Intel  motherboard, 
"even  the  mom-and-pop  store  down  the 
road  can  do  a  PC  that  rivals  Compaq's." 

No  wonder,  then,  that  in  just  three 
yeai's,  Intel  has  become  the  world's  lai'g- 
est  producer  of  motherboards.  It's  ex- 
pected to  sell  10  million  boai'ds  this  year 
and  twice  that  next  year.  This  makes 
Intel  a  huge  buyer  of  components  such 
as  chips,  fiuther  complicating  the  lives  of 
PC  makers  who  want  to  build  their  own 
boards.  One  reason  for  ast's  nosedive, 
Qureshey  says,  is  that  it  was  waiting 
16  months  for  components  that  it  could 
get  almost  immediately  if  it  bought  them 
on  boards  from  Intel.  The  growing  Intel 
motherboard  empire  is  also  wreaking 
havoc  in  Taiwan  (page  1.54). 
BULLETPROOF  MARGINS.  By  controlling 
the  mothei-board  business,  Intel  not  only 
sets  the  pace  of  technology,  it  also  can 
set  prices — while  still  protecting  the 
margins  on  its  cash-cow  Pentium  chips. 
If  it  cuts  prices  on  motherboards,  the 
whole  industry  has  to  follow,  reducing 
PC  prices  and  making  them  more  at- 
tractive to  buyers.  Intel  reaps  the  ben- 
efit of  those  higher  sales  without  slash- 
ing prices  of  Pentiums,  which  carry 
70%-plus  gross  margins. 

It's  not  surprising  that  PC  makers 
have  the  willies  over  what  Intel  might 
do  next.  Their  biggest  worry:  The  chip 
giant  will  follow  its  massive  Intel  In- 
side brand-identity  campaign  with  an 
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You  don't  have 
recognize  the  c 


STRENGTH.  Companies  that  have  it  possess  the  power  to 


grow  by  dramatically  transforming  their  composition. 


A  The  way  Rockwell,  over  the 


last  ten 
years,  has 

changed  itself  into  a 

dynamic  commercial  force.  A  T)day,  our  $12.5  billion  company's 
strength  is  reflected  in  a  sales  mix  that  has  evolved  to  more  than  70 

percent  commercial  and  international  busi- 
ness. Making  us  a  rapidly  growing  force  in 
diverse  markets  ranging  from  tele 
communications  and  automotive  to 
industrial  automation-  while  maintaining 
our  leadership  positions  in  aerospace  and 


Changing  Sales  Composition 


Commercial 
and 

International 


Aerospace 
and 

Defense 


1994 

From  m-i 

to  I'm.  Rockwell 
1984  ,  11 

changed  :ts  sales 

mix  to  70  percent  commercial  and  inter- 
national by  leveraging  new  technologies 
and  products,  unique  synergies,  and 
global  oppin  tunilies  to  aggressively  serve 
Its  customers. 


Automation      ▲      Avionics      A      Telecommunications      ▲      Defense  Electro 


an  analyst  to 
:es  at  RockwelL 


Rockwell 
data/fax  modems 
to  70%  of  die  wodd 
market.  Equipping  cars  from  virtually  every  manufacturer 
with  Rockwell  components.  Or  building  a  $3.5  billion  globed 
industrial  automation  enterprise  with  our  Allen-Bradley  and  Reliance 
Electric  businesses.  A  No  wonder  our  earnings  were  up  13%  over  last  year. 
And  our  shareholders  received  a  20%  remrn  on  equity.  A  It's  time  to 
^^^f  change  your  perception  of  Rockwell.  For  further  informadon  about 

r 

il'i  U         our  activities,  write  to  Rockwell,  RO.  Box  4251,  Dept.  BWX,  Seal 


Beach,  CA  90740-8251.  You'll  be  surprised  how  much  you  see  in  us. 


ce     A     Automotive     ▲     Graphic  Systems 


^1^  Rockwell 


Information  Processing 


Intel  Outside  offensive.  That  means 
building  Intel-brand  computers.  Grove 
swears  he'll  never  do  that  because  his 
customei-s  know  how  to  sell  finished  PCs 
better.  But  he  doesn't  rule  out  making 
more  complete  systems  for  others  to 
sell  if  that  proves  the  best  way  to  move 
chips.  On  Sept.  15,  Intel  tilted  that  way, 
announcing  plans  to  spend  at  least  $100 
million  on  a  plant  in  DuPont,  Wash., 
that  will  ci-ank  out  complete  systems 
for  PC  makers  to  resell.  "Intel  could  flip 
a  switch  and  become  the  largest  sys- 
tem vendor  in  the  world,"  says  Robert 
N.  Gunn,  sales  and  marketing  vice-pres- 


up  of  PC  makers  such  as  Compaq  and 
IBM  and  chipmakers  such  as  Cyinx  and 
Advanced  Micro  Devices,  hopes  to  de- 
velop a  basic  PC  design  not  tied  specifi- 
cally to  Intel  chips.  It's  also  working 
on  its  own  bus  and  multimedia  stan- 
dards. Snaps  one  angry  PC  executive: 
"If  I  had  an  alternative,  I  would  ran." 

Trouble  is,  there  isn't  much  of  any 
place  to  go.  NexGen  Inc.  has  a  Pen- 
tium alternative,  but  it  doesn't  have 
the  Pentium's  built-in  math  circuitry 
and  requires  a  special  PC  design.  Cyi*ix 
Corp.  and  AMD  are  both  late  with  Pen- 
tium-class chips,  and  on  Sej)t.  26,  AMD 


uses  a  single  type  of  connector  to  a 
peripherals  like  printers  and  mod 
The  Hillsboro  gang  also  has  sch( 
for  running  video  on  computer 
works,  and  they've  built  lightning 
modems  to  gi'ab  data  sent  over  cab 
systems.  "We  either  deliver  somel 
that's  going  to  appeal  to  the  next 
milhon  people  who  want  computers 
to  the  next  50  million  who  want  t 
place  their  computers  with  somei 
else,  or  we  won't  gTow,"  says  Gro^ 
For  all  its  muscle,  Intel  doesn 
ways  get  its  way.  Its  ProShare  v 
conferencing  setup  has  been  slo 


Making  More  PCs  Now,  But  Enjoying  It  Less 


B ^Ll--<  A  decade  ago,  major 
PC  makers  designed  and  built 
much  of  the  guts  of  their  ma- 
chines. They  bought  disk  dri- 
ves, monitors,  power  supplies, 
and  chips  from  outside  suppli- 
ers. But  they  usually  designed 
their  own  motherboards,  graph- 
ic chip  sets,  disk-drive  control- 
lers, and  BIOS  (key  software  to 
make  a  PC  IBM-compatible). 
Intel's  contribution:  chips, 
mainly  microprocessors. 

ident  at  Micronics  Computers  Inc., 
a  motherboard  maker 

Meanwhile,  the  chipmaker  is  ex- 
panding its  design  work  beyond 
desktops.  When  it  brings  out  the 
Pentium  Pro,  it  wiW  also  trot  out  a 
desigii  for  a  network  server  based 
on  the  new  chij).  Servers,  the  com- 
puters that  anchor  local-area  net 
works,  have  been  among  the  few 
remaining  high-pi'ofit  niches  for  pi 
makers  and  have  helped  server 
leader  Compaq  make  up  for  slim 
margins  in  home  pes.  Come  November, 
however,  Compaq  will  be  selling  a  Pen- 
tium Pro  server  designed  by  Intel. 

The  more  Intel  does,  the  less  PC  mak- 
ers can  do  themselves.  It's  a  vicious  cy- 
cle: Unable  to  differentiate  their  hai'd- 
ware,  pc  makers  will  compete  on  price, 
leaving  less  to  invest  in  new  technology 
and  rendering  them  even  more  reliant 
on  Intel.  Even  Compaq,  which  still 
strives  for  hardware  differentiation,  has 
scaled  back  its  r&d  budget  from  as 
much  as  6%  of  revenue  to  around  1.8%. 
"We  still  see  an  ability  for  us  to  do  val- 
ue engineering,"  says  Ross  Cooley,  a 
Compaq  senior  vice-president. 

Some  PC  makers  are  quietly  plotting 
ways  to  get  aroimd  Intel's  dominance.  A 
secretive  group  called  Sundance,  made 


BIRTH  OF  A  MOTHERBOARD:  All-Intel  instdr 


said  its  K5  won't  be  out  until  mid-1996. 

Apple's  Mac  design,  based  on  the  Mo- 
torola-! bm  PowerPC  chip,  is  a  possibil- 
ity. "Intel  is  stealing  the  board  business, 
so  boai'dmakers  will  be  happy  to  go  to  a 
(hfferent  standard,"  asserts  Apple  licens- 
ing director  James  S.  Gable.  But  there 
are  few  converts,  perhaps  because  an 
Apple-IBM  "common  reference  platfonn" 
board  won't  be  out  until  next  yeai'. 

That  pretty  much  leaves  Intel  in  the 
driver's  seat — with  its  foot  on  the  gas. 
In  Hillsboro,  Ore.,  Intel  Architecture 
Laboratories  is  busy  creating  hardware 
and  software  to  transform  the  PC  into 
the  Swiss  Army  knife  of  the  Digital 
Age,  an  all-purpose  multimedia,  video- 
conferencing information  appliance.  One 
innovation,  the  Universal  Serial  Bus, 


Only  a  few  major  P( 
makers,  such  as  IBM  and  Co 
paq,  still  make  motherboards 
But  because  they  can't  prodi 
a  motherboard  design  as  qui 
ly  as  Intel,  even  these  giants 
are  relying  on  the  chipmaker 
for  their  first  Pentium  Pro- 
based  machines.  Intel's  cont 
bution:  microprocessors,  mol 
erboards,  chip  sets,  complet 
PCs,  software. 

DATA:  BUSINESS  WEEK,  INDUSTRY  ESTIMATES 

lake  off  because  of  high  pr 
and  jerky  video.  And  in  Au 
Intel's  newest  PC  initiative,  N 
Signal  Processing,  stalled.  Inte 
hoped  to  persuade  softwai-e  d 
opers  to  back  the  scheme,  v 
would  allow  PCS  to  run  sounc 
video  on  Intel  microproces 
That  way,  PCs  wouldn't 
gTaphics  and  audio  cards  but 
sumei's  would  have  more  rf 
to  buy  models  using  the  fa; 
most  profitable  Intel  chips.  Bi 
tel  didn't  write  the  software  to 
vdth  Microsoft's  new  Windows  95 
ating  system,  so  Microsoft  warned 
ware  developers  to  avoid  it.  Resul 
tel  will  relaunch  the  initiative  next 
NSP  revealed  a  hubi'is  that  has 
plagued  Intel.  The  scheme  would 
inserted  a  layer  of  software  th. 
times  would  allow  video  and  audii 
nals  to  preempt  Windows,  "nsp's  a 
tel  thing,"  says  Carl  Stork,  direct 
Microsoft's  Windows  hardware 
grams.  "It  doesn't  mean  it's  or 
crosoft's  road  map."  Concedes  G 
"We  screwed  up  on  nsp.  At  time; 
advocate  more  than  we  listen." 

More  and  more,  however,  the  ii 
try  listens — and  follows.  And,  pri 
ly,  PC  makers  concede  that 
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About  Your  Company's 
Datastorage? 

It  Only  Impacts 
Other  Trivial  Issues. 

like  Sales. 


Granted,  data  storage  is  probably  not  top-of-mind  when 
you  go  to  bed  at  night.  But  it  should  be.  Especially  since  the 
type  of  storage  you  use  dramatically  affects  how  fast  your 
people  get  the  information  they  need  to  be  competitive. 

With  EMC  storage,  your  sales  people  get 
the  information  they  need  faster  than  with 
any  other  storage  system,  heipmg  them 


move  on  leads  taster,  close  deals  z_ 
faster,  renew  orders  fester,  serve  / 
accounts  faster  and  basically  , 
eatthe  competitions  lunch  fester.  ,s.,„„^,,  hm(:s„„u,c 
Call  1-800-424-EMC2  ext.156.  Find  out 
how  EMC  data  storage  impacts  otiier  unim- 
portant matters.  Like  customer  service. 


Call  us  jor  a  free  brochure  on  lum  your  company  can  get  more  out  of  storage. 

REVENUE  IS  INCREASED  BY  A  FACTOR  OF  EMC 


THE  STORAGE  ARCHITECTS 


BMC'  and  THE  STOMGE  ARCHITECTS  arc  registered  irademarlts  of  EMC  Corporation.  ©/  995  EMC  Corporation.  All  righn  reserved.  Outside  North  America  call  iSOS)  4 iS-lOOO  ext.  81 91 
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Grove's  strategy  may  have  given  Intel 
immense  new  power,  it  has  also  pro- 
duced a  market  boom  that  is  helping 
all  of  them. 

Can  Grove's  speedup  last  indefinitely? 
Can  PC  makers  fig-ure  out  how  to  pros- 
per under  the  conditions  that  the  chip 
giant  is  imposing?  Grove  says  the  two 
issues  ai"e  inextricably  linked:  As  long  as 
he  can  keep  the  industry  humming,  PC 


makers  will  find  ways  to  make  hay.  Of 
coiu-se,  not  everybody  buys  the  scenar- 
io. Wall  Street,  for  example,  discounts 
Intel's  prospects.  Although  the  stock 
has  moi"e  than  doubled  since  last  Octo- 
ber, at  around  $60  it  is  more  than  20% 
off  its  52-week  high  and  trades  at  only 
14  times  projected  earnings.  The  chief 
worry:  Intel  won't  maintain  its  margins 
and  earnings  momentum. 


Grove's  answer  is  to  keep  up  thre 
lentless  pace.  "If  the  end-user  getslis 
satisfied  with  the  PC  that  the  indUr 
produces,"  he  says,  "we  are  going  1 
in  Hull  City."  Little  chance  of  that 
long  as  Andy  Grove  is  keeping  the 

By  Robert  D.  Hof  in  Santa 
with  Larry  Armstrong  in  Los  Ai% 
Gary  McWilliams  in  Houston,  am 
reaii  reports 


TWO  OF  TAIWAN'S  MOST  HATED  WORDS:  INTEL  INSIDE 


Just  a  few  years  ago,  Taiwan's 
electronics  industry  was  buzzing. 
Computer  companies  from 
around  the  globe  were  buying  its 
motherboards,  components,  and  fin- 
ished PCS.  In  1990,  approximately  100 
Taiwanese  companies  were  cranldng 
out  motherboards — the 
guts  of  computers  that 
would  later  be  sold  by 
Dell  Computer  Coi"p., 
Gateway  2000  Inc.,  and 
dozens  of  other  brands 
in  the  U.  S.  and  Europe. 
Taiwan  produced  60%  of 
the  world's  mother- 
boards. Now,  only  20 
companies  have  man- 
aged to  sui^vive  an  in- 
dustry shakeout. 

Things  are  about  to 
get  worse.  Sales  gi-ew 
11%  in  the  first  half,  but 
boardmakers  are  girding 
for  a  ci-unch.  The  Insti- 
tute for  Infomation  In- 
dustiy  (ill)  predicts  that 
the  situation  could  be  so  severe  that 
shipments  will  only  edge  up  by  about 
5%,  to  12  million  boards,  for  the  year. 

Ask  anyone  in  Taipei's  sprawling 
electronics  community,  and  they'll 
name  the  culprit:  Intel  Corp.  As  the 
chip  giant  has  pushed  aggressively 
into  the  motherboard  business,  life 
has  become  more  difficult  for  Tai- 
wan's boardmakers.  "I  beheve  that 
Intel  will  have  a  direct  impact  on 
Taiwan's  motherboard  performance  in 
1995,"  says  C.  S.  Ho,  chairman  of  the 
Taipei  Computer  Assn. 
SLOW  MAIL?  Boardmakers  aren't  the 
only  ones  who  wony  about  Intel's 
expanding  role  in  computer  making. 
Companies  that  make  chip  sets — the 
logic  chips  needed  to  make  a  comput- 
er "IBM  PC-compatible" — also  feel  the 
effects.  Acer,  the  .$3.2  billion  giant  of 
Taiwanese  electronics,  has  been  a 


leading  player  in  chip  sets  but  says 
it  was  unable  to  come  out  with  its 
second-generation  Pentium  set,  Alad- 
din II,  until  June  of  this  year — 
months  after  Intel  introduced  its 
equivalent  chips — partly  because  it 
did  not  get  specifications  from  Intel 


TAIPEI  PLANT:  Oitcf  a  partner,  Intel  has  become  a  r. 


as  early  as  it  had  with  past  genera- 
tions of  microprocessors.  Chin  Wu, 
president  of  Acer  Laboratories  Inc., 
which  designs  and  builds  chip  sets, 
will  not  disclose  Aladdin  II's  produc- 
tion figures  but  says  its  market  pen- 
etration is  much  lower  than  he  would 
hope  by  this  stage. 

Intel  insists  that  it  is  maintaining 
a  cooperative  relationship  with  cus- 
tomers such  as  Acer,  but  the  compa- 
ny acknowledges  that  as  it  shortens 
product  cycles,  it  is  forced  to  work 
with  fewer  partners  and  take  less 
time  to  consider  their  comments. 
That  does  not  mean  quashing  the 
competition,  Intel  says.  "We  grow 
best  by  growing  our  own  business, 
not  by  taking  away  from  others," 
says  Karen  Alter,  Intel's  director  for 
strategic  communications. 

Intel  has  not  encountered  any  for- 


mal complaints  from  chip-set  makei 
However,  Taiwan's  Fair  Trade  Com 
mission  is  investigating  licensing  co 
tracts  with  pc-  and  boaj-dmakers  th 
discouraged  use  of  clone  chips  by  f( 
giving  certain  patent-royalty  fees  11 
the  manufacturers  used  Intel  micro 
processors  but  demand- 
ing them  if  they  used 
clone  chips. 

Intel  firmly  denies 
such  allegations.  "We 
abide  by  the  law,"  says: 
Alter,  adding  that  its  e; 
ployees  undergo  rigoroi 
training  in  antitrust  is- 
sues. Intel  also  points 
out  that  Advanced  Mic: 
Devices  Inc.  and  Cyrix 
Corp.  have  resolved  coi 
cerns  over  this  issue 
"VERY  NERVOUS."  Talwa 
computer  executives  ins 
that  Intel  is  leaving  th< 
out.  The  big  Americ 
company  used  to  share 
formation  and  enlist  th 
support  so  that  they  could  help  bu 
volume  quickly.  "That  changed  as  In 
upped  its  own  production  of  chip  si 
and  motherboards,"  says  Coll 
Huang,  deputy  director  of  ill's  Mi 
ket  Intelligence  Center.  "Taiwan  co 
panies  became  very  nervous  this  y< 
when  Intel  tried  to  compete  for 
ders  from  top  PC  vendors,"  he  says 
With  the  dawning  of  the  Pentiui 
Pro  era,  Taiwan  is  watching  to  see 
how  the  chip  giant  proceeds.  In  Ai 
gust,  Intel  briefed  Taiwanese  mam 
facturers  on  the  atx  motherboard 
that  Intel  will  introduce  with  the 
new  chip,  and  now,  the  Taiwanese 
companies  are  scrambling  to  come 
with  their  own  versions.  However, 
they  are  increasingly  leeiy  of  the 
new  rival  that  used  to  be  their  old 
partner. 

By  John  Winzenburg  in  Tai 
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Lots  of  people  are 
queasy  about  global 
funds . 

But  diversification 
is  a  good  idea. 
Balance  your  U.S.- 
based  investments  by 
putting  some  money  to 
work  in  the  rest  of 
the  world. 

It  doesn't  have 
to  be  complicated. 
Or  a  test  of  nerves. 

Janus  Overseas 
Fund  looks  for  steady, 
long-term  growth  by 
investing  mostly  in 
foreign  stocks. 
K1  pi  1  nger's  rates  it 


What's  it  going; 

to  take  to  | 
make  you  feel' 
better  about  ■ 
investing 
overseas? 


a  comforting  2  on  a 
10-point  volatility 
scale.'  That  should 
slow  your  pulse  some. 

Janus  Worldwide 
Fund  also  aims  for 
long-term  growth,  by 
buying  stocks  in 
both  U.S.  and  foreign 
companies. 

Lipper  ranked  it 
*3  out  of  48  global 
funds  for  the  three- 
year  period  ended 
June  30,  1995.'  Another 
sigh  of  relief. 

There.  You're  now 
free  to  move  about 
the  cabin. 


JANUS  OVERSEAS  FUND 


Average  Annual  Total  Returns 
for  the  Period  Ended 
June  30,  1995 


One  Year 
Life  of  Fund 


10.10% 
6.73% 


(from  i ncepti on  -  May  1994) 


JANUS  WORLDWIDE  FUND 


Average  Annual  Total  Returns 
for  the  Period  Ended 
June  30.  1995 


One  Year 
Life  of  Fund 


14.39% 
17.52% 


(from  inception  -  May  1991) 


^Kipl inger's  Personal  Finance  Magazine  measured  the  volatility  of  118  general  international 
stock  funds  for  the  one-year  period  ended  7/3/95  on  a  scale  of  1  (least  volatile)  to  10 
(most  volatile).  Volatility  is  based  on  standard  deviation  of  total  return.  ^Lipper 
Analytical  Services,  Inc.  rankings  and  fund  performance  figures  are  based  on  total  return, 
including  reinvestment  of  dividends  and  capital  gains  for  the  stated  period.  Lipper 
ranked  Janus  Worldwide  Fund  "11  out  of  108  global  funds  for  the  one-year  period  ended 
6/30/95.  Past  performance  does  not  guarantee  future  results.  Your  return  and  principal 
value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  purchase. 


Start.  To  think  bi g 


Can  1-800-525-8983  ext.  620 


Call  or  send  for  a  prospectus  containing  more  complete  information,  including  expenses 
and  special  risks  associated  with  foreign  investing  such  as  currency  fluctuations  and 
political  uncertainty.  Please  read  it  carefully  before  you  invest  or  send  money. 


Name 


Address 


City 


State 


Zip 


Janus  Funds.  P.O.  Box  173375.  Denver,  CO  80217-3375 
■unds  distributed  by  Janus  Distributors.   Inc.  Member  NASD. 


JANUS 
^ FUNDS 

[  $22  billion  in  assets  ] 


Personal  Business! 


EDITED  BY  AMY  DUNKIN 


WHEN  TO  CRACK 
YOUR  401(k)  NEST  EGG 


fin? 

iredlf 

m  m 


dence,  which  you  can 
repay  over  20  or  30 
you  have  five  years  t 
back  money  you  borrow 
ally  thi'ough  automatic 
roll  deduction. 


Evei'  look  at  the 
tidy  sum  you've  accu- 
mulated in  your  retire- 
ment plan  at  work  and  day- 
dream about  what  you  would 
do  with  all  that  money  if  it 
were  sitting  in  your  bank  ac- 
count? In  tnith,  you  probably 
have  access 
to  some  of 
the  stash 

through  the  loan  provision  in 
your  plan.  The  question  is: 
When  is  it  worth  tapping  into? 

Although  401  (k)  plans  are 
first  and  foremost  for  retire- 
ment savings,  about  70%  of 
companies  currently  allow 
employees  to  borrow  from 
the  plan,  and  the  percentage 


BORROWING 


nsnig, 
cording  to 


cess  Research,  a  Windsor, 
Conn,  marketing  consulting 
firm.  Most  companies  don't 
place  any  restrictions  on  how 
you  use  the  money  and  offer 
favorable  interest  rates.  Em- 
ployees are  allowed  by  law 


to  borrow  no  more 
than  50%  of  the  vested 
amount  in  their  accounts, 
which  serves  as  collateral,  up 
to  $50,000.  Except  for  a  loan 
to  purchase  a  primary  resi- 


Although  plan  spojsalii 
could  impose  stricter 
on  lending,  the  cuirent 
is  for  employers  to 
loans  easier  and  quid 
get.  That's  partly  beca 
strong  demand  from 
strapped  younger  emp 
who  need  the  funds  to 
more  immediate  goals 
•etirement,  such  as 
tuition  or  purchasi 
home.  But  studies  also 
that  lower-paid  emp 
participate  more  i 
plans  when  loans  an 
mitted — and,  under  f( 
ules,  that  has  the 
sponding  effect  of  all 
liiglily  paid  executives  t 
away  a  greatei-  percent 
their  pretax  dollar 
401(k)s.  About  20%  of 
ipants  in  plans  that 
loans  have  at  least  on 
outstanding  at  any  time 
share  will  probably  cli 
the  amounts  invested 
uver  time,  since  the 
sums  will  prove  more  i 
ing  to  tap,  says  E 
Wuelfing,  Access'  pres 
PHONE  LOANS.  If  you  n 
borrow  money,  turni 
your  401(k)  plan  is  re 
Iv  painless.  For 
large  plans,  the  pro 
automated:  All 
lo  do  is  call  the 
voice-response  sj 
press  some  keys,  an 
check  is  in  the  mail.  Bj 
ing  the  back  of  the 
you  agi'ee  to  the  loan 
sions.  There  is  no 
check,  since  the  funds  h 
account  serve  as  colli 
Some  plans  charge  a 
loan-initiation  fee  anc 
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1  an  annual  processing 
;  the  costs  and  hassles 
oically  minimal  com- 
;o  going  to  a  bank, 
•est  rates  are  usually 
;ve.  Retirement  plans 
|uired  to  charge  mar- 
ss,  usually  prime  (now 
plus  one  or  two  per- 
?  points.  That  means 
jld  currently  boi-  " 
)m  your  401(k)  at 
I  10%  rate— a  lot 
than  the  18% 
redit  cards  charge 
lit  more  than  new 
IS  or  home  equity 
'  credit. 

ie  any  other  type 
1,  you  pay  the 
t  to  yourself.  So, 
tice,  taking  out  a 
esn't  stop  your  i-e- 
fit  kitty  from 
g.  Even  if  the 
ivould  have  re- 
an  average  of 
"  paid  back  over 
ars  at  10%  inter- 
iir  account  would 
Imost  as  fast. 
IS  always,  there  is 
iside.  Most  plans 
lat  if  you  leave  or 
ur  job  while  you 


car.  A  few  months  later  he's 
laid  ofl'  and  cashes  in  his  plan 
to  cover  bills  between  jobs. 
After  $50,000  goes  to  pay 
back  the  loan,  and  $20,000  is 
withheld  for  income  taxes,  he 
actually  gets  a  $30,000  check 
from  his  employer  Come  tax 
time,  he  must  come  up  with 
$10,000  to  cover  the  penalty 


Three  Scenarios  for 
401(k)  Withdrawals 

Tliree  35-year-olds  have  $40,000  in- 
vested in  a  401  (k)  plan  that  is  grow- 
ing at  an  average  rate  of  10%  a  year. 

Assum  ing  none  invests  any  more 
money,  here's  how  their  actions  could 
affect  their  yiest  eggs: 

INVESTOR  #1 

Leaves  the  money  m  the  plan,  accu- 
mulating interest.  By  age  65,  she 
has  accumulated  a  tidy  sum  of 
$698,000. 

INVESTOR  #2 

Borrows  $20,000  from  his  plan  and 
pays  it  back  with  7%  interest  over 
five  years.  Thirty  years  later,  the  loan 
has  hardly  nicked  his  savings:  The 
plan  IS  worth  $689,000. 


car,  a  house,  tuition.  Too 
many  people  borrow  from 
their  plans  to  obtain  luxury 
items  they  couldn't  othei-wise 
afford,  says  Bob  Hammond, 
author  of  Life  Without  Debt 
(Career  Press;  $14.99). 

In  fact,  the  third  most 
common  reason  people  take 
out  a  401(k)  loan,  according 
™  to  Dreyfus,  is  to  fund  a 
vacation.  The  top  two 
reasons,  paying  tuition 
(30%)  and  buying  a  new 
car  (15%),  seem  more  ap- 
propriate, says  Ham- 
mond. It  can  sometimes 
make  sense  to  borrow 
from  a  401(k)  to  reduce 
the  amount  of  high-inter- 
est credit-card  debt 
you're  carrying;  the  dan- 
ger is  that  you  will  just 
i-un  up  the  credit  cards 
again.  "Ti-ying  to  borrow 
your  way  out  of  debt, 
you  generally  put  your- 
self further  into  debt," 
warns  Hammond.  "Don't 
let  this  be  a  step  toward 
bankruptcy." 

Before  you  call  your 
l)lan  sponsor,  shop  for  the 
best  loan  terms.  While  a 
401(k)  loan  is  usuallv  bet- 


loan  outstanding,   INVESTOR  #3   ter  than  credit-card  debt. 


ve  to  pay  it  back 
lately.  "In  these 

downsizing,  that's 
risk,"  says  Melvin 
,  a  managing  di- 
it  benefits  consult- 
1  William  M.  Mer- 
.  Most  people  who 
it  loans  don't  have 
,  hand  to  repay  on 
Dtice.  "If  you  don't 
back  or  you  can't 
)ack,  your  employ- 
ound  to  report  it 
Internal  Revenue 

as  a  withdrawal  ft-om 
n,"  says  Robert  Stone, 
ive  vice-president  of 
s  Retirement  Services, 
riggers  20%  vdthhold- 
es,  plus  a  10%  penalty 
it  the  IRS  imposes  on 
itions  taken  by  partic- 
under  age  59l/'. 
'  big  a  bite  can  that 
5?  Borleis  describes 
mario:  A  young  execu- 
ith  $100,000  in  his  re- 
nt account  decides  to 
'  $50,000  for  a  luxury 


Borrows  $20,000  from  the  plan  only 
to  be  laid  off  from  his  job  two 
months  later,  forcing  him  to  cash  in 
his  401(k)  to  pay  bills.  The  employ- 
er uses  $20,000  to  pay  off  the 
loan,  withholds  $8,000  to  cover 
taxes  (20%  on  the  distribution  of 
the  full  $40,000),  and  hands 
$12,000  to  the  cash-strapped 
employee,  who  must  pay  a 
$4,000  early-withdrawal  penalty.  He 
ends  up  with  $8,000  m  cash  and  no 
retirement  savings. 

DATA  WILLIAM  M  MERCER  INC 


a  home-equity  loan  is  of- 


tax  on  the  full  $100,000.  Even 
once  he  finds  another  job  and 
starts  building  another  retu'e- 
ment  fund,  "his  total  amount 
available  for  retirement  will 
be  seriously  diminished,"  says 
Borleis. 

That's  why  Borleis  says  the 
first  rule  of  borrowing  from 
your  401(k)  is:  "Only  take  out 
a  loan  if  you  think  you  are 
secure  in  your  job."  You 
should  use  the  money  to  cov- 
er the  cost  of  something  you 
would  borrow  to  pay  for — a 


ten  more  attractive.  Since 
interest  on  a  mortgage  is  tax- 
deductible,  an  8%  line  of 
credit  equals  about  a  5% 
interest-rate  charge. 

Once  you've  settled  on  a 
401(k)  loan,  you  need  to  con- 
sider some  hidden  costs. 
Even  though  youi-  retirement 
plan  earns  the  interest,  it 
probably  would  gi'ow  faster  if 
the  money  was  invested  in 
stocks.  If  the  five  years  you 
borrow  turn  out  like  the  last 
five  in  the  stock  market. 


you'd  miss  out  on  an  aver- 
age annual  return  of  15%  for 
the  Standard  &  Poor's  500- 
stock  index.  Plus,  while  you 
do  get  the  intei'est  back,  it  is 
taxed  twice;  fast,  when  you 
pay  back  the  loan  using 
aftertax  dollars,  and  second, 
when  you  withdraw  the 
funds.  That's  because  the 
interest  you  paid  yourself  is 
considered  eai'ned  income  to 
your  plan. 

TAX  TOLL.  But  if  you  really 
need  the  money  before  you 
turn  age  591^,  boiTowing  ft-om 
your  401(k)  plan  is  a  far  bet- 
ter option  than  simply  with- 
drawing money  early.  You 
can  secure  a  so-called  hard- 
ship distribution  to  purchase 
a  primary  residence,  fund 
education,  pay  medical  ex- 
penses, cover  the  costs  of  a 
funeral,  and  avoid  eviction  or 
mortgage  foreclosure.  But 
you  still  have  to  pay  income 
taxes  on  the  distribution  as 
well  as  the  penalty  tax  for 
early  withdrawal. 

A  philosophical  debate  is 
raging  over  whether  allow- 
ing so  many  people  to  bor- 
row against  their  I'etirement 
funds  is  a  good  thing.  Many 
pension  consultants  and  con- 
sumer advocates  believe  in- 
dividuals should  be  forced  to 
save  for  retii'ement  separate- 
ly from  other  goals.  "The 
savings  rate  in  this  countiy  is 
atrocious  to  begin  with," 
says     Access'  Wuelfing. 
"What  saving  is  going  on 
should  be  for  i-etirement." 
But  it  is  also  argued  that 
borrowing  from  a  401(k)  is 
the  only  way  many  younger 
families  can  meet  major  ex- 
penses. "Today's  worker  is 
going  to  bon'ow,"  says  Bor- 
leis. "It's  just  a  fact." 

If  you  do  tap  your  401(k) 
you  should  only  do  it  once, 
says  Hammond.  While  taking 
out  one  five-year  loan  has  lit- 
tle impact  on  your  ultimate 
retirement  savings,  making  a 
habit  of  it  could  cost  a  bundle 
in  lost  investment  gain.  And, 
make  sure  the  loan  is  worth 
the  risk.  If  you  need  to  tap 
your  retirement  fimds  for  a 
trip  to  Disneyland,  you 
should  probably  just  stay 
home.  Awey  Stone 
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Personal  Business 


HONG  KOIVG  TAILORS 
SUIT  WOMEN,  TOO 


Beth  Ann  Felshman 
rushes  into  the  Mar- 
garet Court  Tailoress 
Co.  in  Central  Hong 

Kong.  It's  Monday,  she's  get- 
ting married  on  Thursday, 
and  today  proprietor  Marga- 
ret Wong  is  do- 
ing the  final  fit- 
ting on  the  cream-colored 
suit  that  Felshman  will  wear 
for  her  wedding.  It  has  a 
short,  fitted  sleeveless  dress 
and  a  long  jacket  with  Chi- 
nese-style buttons  and  short 
sleeves.  Felshman,  who's  5 
feet,  10  inches  and  wears  a 
size  10,  ordered  the  outfit 
four  days  ago. 

Hong  Kong  has  a  long- 
standing reputation  as  a 
shopper's  paradise,  although 
it  is  no  longer  the  trove  of 
bargains  that  it  once  was. 
But  its  innumerable  clothing- 
stores  come  up  short  for 
those  who  are  even  slightly 
tall  or  otherwise  built  be- 
yond typically  tiny  Canto- 
nese proportions.  "I  can't 
find  my  size  in  many  Hong 
Kong  stores,  and  even  if  I 
do,  it  doesn't  fit  my  upper 
body,"  Felshman  says. 

Foi'tunately,  Hong  Kong 
tailors'  reputation  for  quickly 
crafting  quality  garments  is 


CLOTHING 


as  long-standing  as  its  mer- 
chants'. Wliile  men's  wear  is 
the  mainstay,  many  in  areas 
frequented  by  tourists  or  ex- 
patriates— such  as  Central 
on  Hong  Kong  Island  and 
Tsim  Sha  Tsui  in  Kowloon — 
cater  to  both  sexes,  and 
some  do  women's  tailoring 
exclusively. 
Danny  Chen, 
manager  of  Irene  Fashions, 
which  specializes  in  business 
attire  for  executive  women, 
explains  the  appeal  of  cus- 
tom-tailored clothes:  "The  fit 
is  perfect.  Clients  think  the 
prices  are  good  for  the  qual- 
ity. And  they  choose  their 
own  fabric  and  details." 
Many  of  Chen's  customers 
have  paid  $1,000  for  a  suit 
by  Armani  or  Donna  Karan. 


STITCH  IN  TIME:  Service 
can  be  lightning-fast 

But  Armani's  colors 
might  not  suit  them,  or 
someone  else  at  a  meet- 
ing might  be  wearing 
the  same  Donna  Karan 
suit.  A  tailor  such  as 
Chen  or  Wong  charges 
$500  to  $700,  depending 
on  the  fabric,  for  a  suit 
comparable  to  a  $1,000 
designer  version.  A 
good  wool  skirt  might 
mn  $100,  a  simple  dress 
in  the  neighborhood  of 
$150  to  $200,  and  a  silk 
cocktail  dress  perhaps 
$300  and  up. 
elshman's  wedding  suit 
came  to  $425.  A  friend 
brought  Felshman  to  Marga- 
ret Court,  where  the  bride- 
to-be  combed  through  piles 
of  fashion  books  to  find  the 
right  outfit.  Tailors  also  copy 
garments  that  customers 
bring  in,  and  the  most  talent- 
ed can  transform  a  client's 
idea  into  a  finished  design. 
Felshman  found  a  style  she 
liked  but  wanted  some  alter- 
ations. No  problem,  said 
Wong,  who  took  thorough 
measurements,  made  a  quick 
sketch,  designed  a  pattern, 
and  got  to  work.  "I'd  prob- 
ably pay  about  the  same  if  I 
bought  something  similar  at  a 
store  in  New  York,"  said 
Felshman.  "But  this  is  cus- 
tom-made." 

Some  Hong  Kong  tailors 
rely  mainly  on  rock-bottom 
prices  and  lightning-quick 
service  to  attract  customers. 
One,  located  in  Burlington 
House  on  tourist-packed  Na- 
than Road  in  Kowloon,  pi'o- 


Where  to  Have  Clothes 
Custom-Made  in  Hong  Kong 

IRENE  FASHIONS  A2,  2nd  Floor,  Burlington  House, 
94  Nathan  Road,  Tsim  Sha  Tsui,  Kowloon;  852  2367- 
5588,  2366-2634;  serene,  genteel,  polite 

LUSAN  MANDONGUS  1/F,  127  Wing  Lok  Street,  Sheung 
Wan;  852  2815-4592,  2542-4007;  orange  door,  opera 
music  wafting  through  the  shop 

MARGARET  COURT  TAILORESS  CO.  Room  201,  Golden 
House,  28  Pottmger  Street,  Central;  852  2525-5596; 
bustling,  informal,  staffed  entirely  by  women 


claims  on  a  gold-letterecir 
dow  sign  that  he  iit 
"Record  Holder  for  t 
World's  Fastest  Made-1 ' 
der  Suit,  Made  in  Only. 
Hoiu',  Fifty  Minutes,  and" 
Seconds." 

Luckily,  other  tailors 
different  priorities, 
floors    up    in  Burlii; 
House  is  Irene  Fashion 
eight-year-old  women' 
partment  of  W.  W.  Cb:i 
Sons  Tailor  Ltd.,  a  * 
tailor  for  35  years.  The- 
notion  of  speed-tailorir 
fends  Irene  Fashions' 
ny  Chen.  "Generally  s 
ing,  it  takes  four  or  fivt 
to  make  a  suit  or  dres 
says.  (Count  on  at  leas- 
extra  day  if  fabric  has 
purchased  somewheiv 
A  lot  gets  packed  irit( 
time:  not  just  two  fii 
but  also  an  initial  d<:'sig 
.sulfation  in  which  Che 
do  everything  from  i-' 
mending  fabric  colors  Uj: 
gesting  how  pockets  sdi: 
slant  to  make  hips  a  v 
slimmei'. 

DESIGNER  LINES.  Su(  )i 

tion  to  detail  makc's 
Kong  tailoring  addicti\ 
many  women,  resident 
visitors  alike.  "I'm  in  thihi 
it  of  having  tailored  cl(i;e 
says  New  Zealandei  ]': 
Nelson,  45.  During  i  '> 
of  hving  in  Hong  Kdhi^ 
son  has  amassed  a  whi  .'L' 
full  of  business  suits,  e\ni: 
jackets,  and  other  aj 
from  Margaret  Court 
got  hooked  when  she  r( 
she  could  get  fashions  s 
to  those  turned  out  b 
designers — but  in  more 
tical  fabrics,  with  a  fe\ 
tering  style  modificatiori 
at  fair  prices. 

Even  the  best  Hongi 
tailors  face  pressiu-e  frq 
gi'owing  number  and  q! 
of  local  retail  clothing  i' 
and  rising  costs  owing 
colony's  soaring  rents- 1 
once  converted,  their  e 
tees  rarely  stray.  An( ' 
ones  keep  joining  tin 
Says  Felshman:  "Even 
ance  looks  tln'ough  magi 
now  and  says,  'This if 
gi-eat  dress!  Can  you  g<  t 
one  made?'"  Lenon- 


ilroor 
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If  you  think  the  buildings  are  big  in  New  York. 


anhattan  East  Suite  Hotels,  you'll  enjoy  one  of  New  York's  greatest  luxuries.  Space.  Our  suites  give  you 
y  of  room  to  do  almost  anything,  whether  it's  entertaining  or  holding  a  meeting,  fixing  a  snack  in  your  kitchen 
nply  relaxing  -  all  for  the  price  of  an  ordinary  hotel  room.  You'll  also  enjoy  the  hospitality  of  our  caring  staff, 
service  and  business  amenities  like  dataports  for  computer  modem  hookups.  Most  of  our  hotels  feature  fine 
irants  and  fully  equipped  fitness  centers.  So  the  next  time  you're  in  New  York,  stay  at  one  of  our  nine  distinc- 
tive locations  throughout  New  York  City.  Charge  your  stay  with  the  American  Express®  Card  and  if 
there's  a  chance  you'll  be  checking  in  late,  request  an  American  Express  Card  Assured  Reservation, 
which  guarantees  your  room  will  be  waiting  until  checkout  time  the  next  day.* 


H  Manhattan  East  Suite  Hotels 

Beekman  Tower,  Dumont  Plaza,  Eastgate  Tower,  Lyden  Gardens,  Lyden  House, 
Plaza  Fifty,  Shelburne  Murray  Hill.  Southgate  Tower,  Surrey  Hotel 

Get  the  better  of  New  York.'" 


For  reservations  or  a  brochure,  call  your  travel  agent  or  1-800-ME-SUITE,  Ext.  20. 


*Please  call  before  6:00  p.m.  to  cancel  your  Assured  Reservation  and  avoid  being  billed  for  the  first  nigfit. 

©  Manhattan  East  Suite  Hotels 


sonal  Business 


ING  CARD  SAVINGS- 
IM  HOTELS  TO  HAIRCUTS 


light  think  the 
ling  you  need  in 
vaWet  is  another 
of  plastic.  But  if 

never  used  discount 

cards, 

offer 
7c  discounts  at  speci- 
staurants,  now's  a 
me  to  sign  up.  The 
ire  improving  their 
;s  and  providing 
3n  an  ever-increasing 
f  services. 

jry  for  new  custom- 
!  Big  Three — Trans- 
In  Good  Taste,  and 


SMART  MONEY 


Suites  in  Washington,  and  a 
ski  area,  Hunter  Mountain 
Ski  Bowl  in  New  York,  to  its 
discount  list.  It  has  also 
launched  new  progi'ams  fea- 
turing savings  on  long-dis- 
tance calls  and  air  travel. 

Through  an 
agreement 
with  GE  Capital,  Ti'ansme- 
dia  customers  may  use 
their  cards  to  make  long- 
distance calls  at  any  time 
for  a  flat  rate  of  25?  per 
minute. 

Ti'ansmedia  cardholders 
may  also  apply  their  sav- 
ings toward  the  purchase 
of  airline  tickets.  Nor- 


Fifteen-year-old  In  Good 
Taste  (igt)  began  expanding 
well  before  Transmedia  and 
offers  deals  on  flowers,  boat 
charters,  limousine  rentals, 
hail-  styling,  and  even  pai-king 
in  New  York  City  garages. 
Most  recently,  it  has  added 
discounts  at  hotels,  such  as 
the  Maniott  Orlando  in  Flor- 
ida, and  clothing  stores  in  Mi- 


They're  Not  Just  Dining  Discounters 


ANNUAL  FEE 


SAVINGS     CHANGES:  MARKET  AREA 


TAiNMENT 

-4464 

$25-$50 
per  book 

20%- 
30% 

Offers  savings  on  cruises,  concerts,  and  more; 
nationwide 

-8872 

$48  first  year; 
$28  subsequently 

25% 

Has  added  hotel  and  clothing  discounts;  Florida, 
New  York  tri-state,  Georgia,  other  states, 
Canada,  Caribbean 

MEDIA 

-5090 

$50 

25%- 
30% 

New  long-distance  phone  and  travel  deals;  New 
York  tri-state,  Florida,  Washington  (D.C.),  Illinois, 
California,  and  other  states 

linment  Publications' 
unment  card — have 
d  out  from  restaui'ant 
into  lodging,  phone 
,  even  dry  cleaning 
cert  tickets.  The  sav- 
pically  run  20%  to 
though  sometimes 
even  higher.  "It's  all 
ompetition,"  said  Ri- 
Shas,  an  Entertain- 
lanager.  Three  other 
players,  Entertain- 
Premier  card,  Dining 
ird  (available  in  Illi- 
i/[innesota,  and  the 
est),  and  South  Flori- 
sto,  are  still  sticking 
0  restaurants, 
smedia  has  been  the 
;  of  the  majors  to 
)ut  its  offerings.  This 
le  company  added  ho- 
uch  as  Georgetown 


DATA  BUSINESS  WEEK 

mally,  members  who  dine  in 
participating  restaurants  re- 
ceive a  25%  discount  in  the 
form  of  a  credit  on  a  desig- 
nated Visa,  MasterCard,  or 
Discover  Card.  But  by  choos- 
ing the  travel  option,  the  sav- 
ings accrue  in  a  special  ac- 
count called  Transmedia 
Dollars — and  instead  of  re- 
ceiving a  25%  rebate  on  the 
restaurant  tab,  it's  30%.  The 
catch  is  that  you  have  to  buy 
the  ticket,  then  send  proof  of 
purchase  to  Transmedia.  The 
company  reimburses  you 
from  your  travel  account.  If 
you  should  fail  to  renew  yoiu- 
Transmedia  membership 
while  you're  enrolled  in  the 
travel  program,  the  company 
will  charge  you  $15  and  send 
you  a  check  for  only  50%  of 
your  accrued  savings. 


ami.  New  York,  and  Los  An- 
geles, says  Richard  Roth, 
chairman  of  igt  Services. 

Unlike  Transmedia  and 
IGT,  Entertainment  Pubhca- 
tions  has  no  membership 
fees.  Instead,  it  distributes 
its  cards  inside  thick  books 


of  advertisements  from  local 
restaurants.  These  books, 
which  cost  $30  to  $40,  must 
be  repurchased  annually.  And 
the  Entertainment  card  dis- 
count is  valid  only  once  at 
each  restaurant. 
GOLD  CARD.  Accepted  by 
some  70,000  merchants  na- 
tionwide (Transmedia  has 
more  than  6,000;  igt,  5,000), 
the  Entertainment  card  has 
the  widest  range  of  offer- 
ings— from  cruise  dis- 
counts to  reduced- 
rate  symphony 
concerts  to  cheap 
fast  food.  Card- 
holders present 
both  the  card 
and  the  coupon 
to  get  discounts. 
The  program  of- 
fers a  new  fea- 
ture this  year, 
called  Entertainment 
Gold,  available  free  in 
all  markets  except  Manhat- 
tan and  Dallas,  where  it  costs 
extra.  It's  similar  to  Tr'ans- 
media  and  igt  in  that  dis- 
counts are  credited  to  Visa, 
MasterCard,  or  Discover 
cards,  and  members  can  en- 
joy repeated  discounts  at  pai'- 
ticipating  restaurants.  The 
savings:  25%  for  the  first  vis- 
it, but  only  10%  on  subse- 
quent visits. 

There  are  downsides  to 
discount  cards,  of  course.  Of- 
ferings vary  widely  fi'om  city 
to  city.  And  turnover  is  high, 
as  establishments  become 
more  popular  and  don't  re- 
quire discounts  to  lure  busi- 
ness. Still,  whether  for  din- 
ing or  other  services,  the 
savings  can  really  be  quite 
tasty.  David  Swafford 


WORTH  NOTING 


■  LIFE  INSURANCE  101.  What  You  Should  Know  About 
Buying  Life  Insurance,  a  free  pamphlet  issued  by  The 
American  Council  of  Life  Insurance  (800  338-4471),  of- 
fers the  pros  and  cons  of  various  products  and  questions 
to  ask  your  agent. 

■  DO  YOUR  HOMEWORK.  Sending  a  child  to  college  doesn't 
have  to  send  you  to  the  poorhouse.  The  Dreyfus  Chxide 
to  Investing  for  College  shows  how  much  you'll  need  to 
save  monthly — factoring  in  taxes  and  financial  aid — for 
both  state  and  private  institutions.  For  a  free  copy,  with 
no  obligation  to  invest  in  Dreyfus  mutual  funds,  call  800 
782-6620. 
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Corporate  Gifts 


Thk  Pii  X)1  Commandkr  Chk(  )N(  k  ;raph  has 

niiuiy  functions:  six  hiuids,  four  dials,  twini 
push  buttons,  rotating  liezel,  split  second 
■Mv\  elapsed  time,  bmshed  and  polished 
stainless  steel  biuid,  water  resistant,  lumi- 
nescent hiuids,  and  precision  SEl  KO  VD55 
quart/,  movement.  This  attention-getter  is  a 
solid  investment  that  promises  to  increase 
in  Viilue.  Not  available  anywhere  else. 
Money  back  izuiuantee.  Lifetime  warranty. 
A  %2m  value?  Only  $99  plus  $3  s&i  i  same\ 

DAY  SHIPPING.  Send  puymeni  to: 

Flight  Group  One 

270  N.  Canon  Dr.  Deft  1 402-B1 0,  Beverly  Hills,  CA  9021 0 


Railwayman's 
pocketwatch 


(lltiuji  «,ikhiil  Ik-  Ru' 
SljlL-  Rjilway  IS  jewel 
Vlf  'J^  +  SI  S/H  ■..-AMI 
l-SO(l-,<75-,W43 


1  ■800-577-778 


CUSTOM  IMPRINT 
r-.oi  F  RA1  t  r,.nrvoT  rnoLs 

salmmarkers  tees  towels 
tol.irwam£:nt  packagcs  name 

I  ARFr  S  AND  MORF 


/IPACI^CIIOII SCl^ CO'  FAX  #407-845-0208 


Corporate  Gifts 

FOR  SUCCESSFUL  MARKETING  PROGRAMS  -  Call... 

Lo^oMasters 

\  Here JlJ 

over  300,000  items  { 
available  tor  imprinling 

209-951-5530 

1   2495  W.  March  Lane  #204 
SrocWon.  CA  95207 

1  Fax:209-472-0451 

Corporate  Gifts 


CAP*  EMBLEM 


FREE  LOGO! 


CAP  A  EMBLEM 

T  Shirts  w/1-co*of  impnnt 


10/69.^5 

Caps  wn<X)lOf  impnnl  j\  — 

10 1  39*5 
'3." 


w/1  H»kx  impnnl  ^  00 

(36  piore  mninum) 


CUSTOM  DESIGN  •  VOLUME  PRICING  AVAIL.  • 
FREIGHT  ADO  L  •  NO  ART  OR  SCREEN  CHARGES 

1-80O678-6271  FAX;  702-736-2390 


Menswear/Fastiion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling  and  quality. 
Send  for  FREE 
CATALOG 


HITCHCOCK  SHOES,  INC 

Oupl.  .S.Sk  llmKli^im.  M,\  II2II« 
1-800-992-WIDE 


Real  Estate 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located 
Outside  Houston.  Texas  •  Renowned  International  Reputation  •  Excellent 
Highway  Frontage  in  Houston's  Grovrth  Corridor  •  Meticulous  Attention  to 
Detail  &  Amenities  •  Never  Before  on  Market  •  Brochure  Available 
Contact  Jennifer  L.H.  Myers  Tel:  713/840-8853  or  Fax:  713/840-8854 

A.  L.  Salley  Realty 

specialiiing  in  prestigious  (arm  X  ramb  properties 


Internet  Services 


sileiSi 


rii/hy  it's  important  to  register^ 
■  your  business  name 
.on  the 


24  Hour 
Rntorded  Message 

(800)641-61081 

Association  of  Internet  User^ 


Reserve  your 
company's  name 
on  the  Internet 
before  someone 
else  does.  $50. 


Internet  Business  Solutions'' 
(415)329-9393 


SU*>ERI-lie3HWAV  COrsJSULTirsIG  i 


We  creale,  mamtam,  S  host  your  Web  sue 


Home  Pages  •  Products 

Reach  your  customers 
on  the  World  Wide  Web! 
Call  619-457-3307 
Email:  VAsales@VirtualAd.com  ( 

Information 
SuperHlgtiway 
dvantoge  Marketing 

Multimedio  'OnUne  Sales 


virtual 


Sports  Equipment 


pniice 

Teniiis  Ball  lAaMntt 


PORTABLE  •  BAHERY  OPERATED 
Call  1-800-837-1002  for  free  brochure 


Healtli/Nutrition 


Customized  Vitamins 


VVf  riHMsuri'  your  .iiilii.\i(l.ints, 
vitamins,  minerals,  and  energy-giving 
ammo  acids-over  I  50  tesls-to  analyze 
your  disease  risk.  Based  on  your 
results,  we  design  an  optimal 
supplement  prograni  to  maximize  your 

health  and  energy  levels  Formerly 
available  only  to  protessutnal  athletes. 

Get  the  only  complete  nutritional 
supplement  program  that  is  designed 
for  your  unique  biochemical  needs. 

CALL  TODAY  FOR  MORE  INFORMATION 

Ck^?'  1-800-466-EMCS 

ffi;ii).;rnK  .s  iMel,jl)iili(  (.unsuilinj^  SiTVices 
ilJDII  IVachtree  Ind.Blvd  ,  Norcross.  GA  tlH]71 


MS  Mail /Intern 
NetConnect  Softv 

NetConnect  Mail  allows  IV 
or  WFW  users  to  send  or 
mail,  right  from  your  d' 
Thinque  Systems  818/7£ 
E-Mail:  sales@thinque 
Web:  http://www.thlnqu 


m 


iiiri  te 
S  for  all 


INTERN 


•CyHerMal!  Advertising  of  Producl 
•  E-mail  Fietneval,  FlesponseyMJ 
•  Interactive  Questionnaires/f 
•  Web  Home  Page  ProductioJ 
•  Sales/Posting  to  Newsg: 
"  Multimedia 


800-735-91 


Advertisf''"' 

ON  THE 

Internet 

•  Home  Pages  • 

1-800/693-77'; 

Myers  Internet  Ser 


Computer  Skill 


Keyboarding  /  7 
In  Only  2  Hou. 

Improve 
Your  Productiv 
Easy  system  for  ui  _ 
all  computers 
Proven  metho 


Only  $34.50  -f  $4. 

Visa.  MC.  Discover.  An 


WUfSSI 
l*,GI 


520  /  792-05; 

HERZOG  KEYBOAI 

1433  E  Broadway, Tucson,  ^ 


Financial  Servic 


Accounts  Receivable  Fii 

For  Caiifornia  Busini 
$10,000  to  $100,000  Per 
Metro  Credit  Corporal 

4311  Wilshire  Blvd.,  Sui 
Los  Angele.s,  CA  900 
213/938-2325 
Loans  will  be  made  pursuai 
Calitbmia  Fmance  Lenders  I 


Immediate  Cash 
Accounts  Receiv, 

Don't  tie  your  cash  up,  c 
for  expansion,  payroll,  ci  |i% 
and  more  without  bor 
Export  Invoices  welcon 

1-800-910-32 


lilM!!j 


Glial 


FOR  AO  RATES  ANO  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


nputer  Software 


UNCHTIME  IN  RiO? 

hen  to  call.  WinZones 
shows  local  time  clocks 
-ms  for  cities  worldwide, 
lows  3.1  or  95.  Only  $35. 

II  Extend,  Inc. 
BOO/943-8883 


Tiputer  Training 


(Certified  Netware  Engineer 

e  Study  Program 


ur  Earnings  and  Marketability 
id  to  prepare  for  certitication 
xt  book,  manuals,  test  software 
lo  prerequisites.  Work  at  your 
549  +  S/H.  Visa/IVIC 
all:  914/949-0326. 
insive  Computer  Resources 


iness  Services 


VtC/AMEX 


SED  •  MAIL  /PHONt  ORDER 
JTS  WITH  UNLUCKY  CREDIT 
iN-SWIPE  •  INTERNET /J5BS 
:LINES  ?  -  ALL  OK 


HV1C-VISA 


(800) 
462- 
8472 


ARCH  REPORTS 


ADEMIC  TOPICS  AVAILABLE! 

?  for  the  280  page  catalog 

nitter)  reports  also  available 

>EARCH  ASSISTANCE 

m  Idaho Ave.#206BF 

Los  Angeles,  CA  90025 

E  HOTLINE:  800-351-0222 

01310-477-8226 


ationai  Marketing 


dfrica 


Information  Services 


lie  development,  trade, 
kets  where  others  can't! 

K  1-800-575-2735 


pita!  Available 


[ER  BLOWOFF? 


ettiiiL'  llic  riinariHind  frum 
hu  aren't  rcalK  k'ndmij'' 
)aie  lists  l.dOO's  oi  aUmia- 
's  and  investors  who  are 
financing  higher  risk 
entures.  CALL  toda\  for 
<  800-580-1188  DatuMt't-gc 


Telecommunications  Products/Services 


Save  Up  To  57%  On 
teleco>fferencing  calls 

No  set-up  fees.  No  minimum  time. 

No  cancellation  fees. 
Superior  quality.  Superior  service. 

Free  information:  Carl  Greco 
TeL  203/237-2841 
Fax  203/237-2940 


4^™ 


..."  CONSULTING  CASH  COW! 

Free  Video  •  investment  Required  S14  5I< 

Business  Services 


T)ow  Jones 

tier  C'orpiiratc  Reports 
on  public  companies  or  m-depth 
research  trom  rhe  Research  Desk. 

Call  1-800-759-2797 


us  CORPORATIONS  AND  LIMITED 

LIABILITY  COMPANIES  (LLCs) 
SET  UP  INSTANTLY  IN  DELAWARE 
(USA)  BY  PHONE  OR  FAX 


I  P.O.  Btix  5722,  Dept.  BW,  Wilmington,  DE  11X081 

Plionc,  FAX  anytime  ni  write  Inr  your  FREE 
I  Delaware  Incnrfx^ralKin  Hi:nJhi'iik  (6lh  EJilion)  I 

I  TEL:  800-423-2993  , 

'    FAX:  302-996-5818  anytime  I 

^^Delaware  iluslnesi>  Id  corporators,  Inc.^J 


CONSIDERING  GOING  OFFSHORE? 


For  FREE  INFORMATION  on  Offshore  Asset  Pro- 
tection Strategies  Offshore  Trusts  Intemattonal 
Business  Corporations  International  Banking  and 
Investing  Dual  Citizenship  and  International  Ver>- 
lure  Capital  Development  Asset  Protection  Anni>- 
ities  plus  Individual  Business  Opportunities  in  off- 
shore consulting,  Call  FFC.  Inc.,  1-800-633-2462. 
(FFC.  Inc  IS  NOT  B  legal,  accounting  or  financial  plan- 
ning firm  and  does  not  give  this  type  of  a<Jvice  See 
your  licensed  professional) 


Sales  Promotion/Display  Products 


Peabody  Here 
With  The 
F/o<-On-Deman 
System  That 
Won  t  Set  You 
"Way  Back" 


As  □  recognized  authortfv  m  trie  fields  of  fechnoiogv 
and  tiistofy,  it  is  no  surprise  ttiat  COPIA  hos  osked  me 
to  say  Q  few  words  about  ffieir  FoxFacts  product 
After  oil  we  ore  boffi  best  ol  breed 

■  Retrieve  Info  via  (ox/voice 

■  Expondoble  to  meet  your  needs 

■  U  S  Potent  holOet  lot  some 
coll  fox  delivery 

■  fox  BioQdcosf/Fox  MoilOox 

■  Fox  !(om  ony  Windows  progiom 
•  IVR  provides  reoltime  queries 

■  Credit  Cord  cnorge  per  lax 

^  TRY  THIS  OEMO 

708/924-3030 


'acts  DOC  NO  889628 
Copio 


Internotionol  Ltd. 

Whealon.  Illinois  60187 
800/689-8898 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
Desl<Jet  Draft  Pro 

RuggedWriter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  anO  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingtiam.  AL  35222 

Phone:  205/591-4747  Fax:  205/591-1108 
800/638-4833  •  E-mail  sates@dasher.com 


Call  for  a  free  catalog 
1-800-722-6263. 


©ScanCo 

Redmond,  WA 


Business  Opportunities 


CONSULTANTS/TRAINERS 
International  firm  expanding  in 
US  needs  independent 
consultants  and  trainers  to 
represent  our  company.  We 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential. 
F^xtensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Kngle,  VP  Development 
Department  "WBI095'" 
100  Kachel  Hlvd.,#150E 

Reading,  PA  19607 
(800)  799-6227,  Kxt.  12 
FAX:  (610)  856-5918 


Insurance 


$500,000 

LIFE  INSURANCE 


Age 

10  Year 
Level 
Term 

15  Year 
Level 
Term 

20  Year 
Level 
Term 

Joint 
Avg, 
Age 

Sur- 
vivor- 
stiip 

35 

$410 

$485 

$630 

50 

$1,816 

45 

$805 

$860 

$1,300 

60 

$3,167 

55 

$1,785 

$2,235 

$2,915 

70 

$6,590 

65 

$4,705 

$6,245 

$6,819 

80 

$25,100 

Annual  Premium*  -  Preferred  ■  No  Tobacco  use 
Underwritten  by  ma|or  lite  insurance 
companies  given  tiighest  ratings  for 
financial  soundness  by  A  M  Best, 
Standard  &  Poors  and  Moody  s 
CALL  FOR  A  FREE  QUOTATION  ON 
ANY  DESIRED  AMOUNT  AND  PLAN: 

1-800-444-8715 

Financial  Services  Group 
189  Reservoir  Street 
Needlram,  MA  02194 
Ttirough  our  multi-company  representation. 
Financial  Services  Group  offers  tfie  most 
competitive  products  available  in  today's 
marl^elplace  Permanent  life  plans  are  also 
available 

"Not  available  in  some  states 


Office  Supplies/Equipment 


America's  Lowest  Priced  Office  yniOUjISALIj 
Supplies  Direct  to  You  Guaranteed"'  '"S^^"^ 


Genuine  HP 
DeskJet/Desk  Writer 
Cartridge  and  paper 
pronuilion 

•  FRKK  lO-packof  HP 
Premium  (;i(issy  paper 

with  the  purchase  of 
color  cartridge  51625A 

#Z3921A  E\ 


•2  5/8"  V  1" 
#32100  BX/750 


PAPERSMATE. 

VN'hite 
Correction 
Fluid 

(Sold  in  DZ) 

#56401  59C 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,7(X)  different- items,  same-day  shipping,  ;ind  all  at  prices 
you  have  to  see  to  believe.  We  guarantee  il...or  5%  hack  on  your  purchase!  Call  for 
details.  You  will  receive  our  FREE  552-page  catalog  with  your  first  order 

 1-800-962-9162    Ask  For  Ad  Code  (X)85 


BusinessWeek 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


Marketplace 


500  NORTH  MICHIGAN  AVENUE,  SUITE  21 
CHICAGO,  IL  60611 


Business  Opportunities 

Education/Instruction 

BETTER  THAN  11 
FRANCHISES  1 

COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work.  Life  and  Academic 
Experience  •  No  Classroom  ' 
J^'\\^'-j^     Attendance  Required 

%f^§3  Call  (800)  423-3244 
^^^^^    or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  Depl  170 
^        Los  Angeles,  CA  90049  USA  ^ 

Four  of  our  new  Associcit6S 
are  earning  over  $10,000 
a  month  after  5  months. 
This  11-year-old,  pride  of 
ownership  company  is  ready 
for  more  explosive  growth. 
Keep  your  current  job,  if  you 
must.  Set  your  own  pace. 
Immediate  success  training 
for  serious  candidates.  ' 

(505)  982-2882 

Franchising 

Franchise 

your  businessi 

Call  for  Information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

mncorp' 

Specialists  In  Franchise  Developmeni 

1-800-877-1103  Bw 

CPA's  Free  Book  Reveals: 

^HowToBuy  Or  Start 
Any  Kind  of  Business  With 
Absolutely  None^ 
of  Your  Own  Cosh.^ 

(^omplinientary  topy  t()  serious  parties. 
Call  800-352-9400  or  (702)  384-0700. 

Travel/Tours 

INCREDIBLE  OPPORTUNITY 

f~  INDOCHINA"^ 

Visil  Vietnam,  Laos.  Mekung  River  and  Ancieni 
,Angki)r  In-Depih  tour  accompanied  by 
expenenced  and  knowledgeable  director 

TILLER  INTERNATIONAL  TOURS 

2(W  Post  Sireel,  Suite  101."^ 
1             San  Francisco  C A  94108  1 
ILcai'S)  .m7-|c)(,h    Fax  (415)  .197-mh7  rt 

Set  Up  Your  Own  Online  Mall. 
Start  leasing  space  and  selling  products  today.  With 
Online  Business  Works™,  our  $795  00  software 
package,  a  novice  user  can  set  up  an  Online  Mall 
In  minutes  and  start  leasing  space  to  local  mer- 
ctiants,  manufacturers  and  distributors 

Call  1-800-665-4635 

Menswear/Fashion 


Custom  Hair 
Replacement 

Show  me  how  Hair  Direct  Express  can 

i^Give  me  the  highest  quality  for  $392.00 
i^Cut  styled  complete  without  my  leaving  home 
i^Give  me  3  full  months  to  get  a  100%  refund 

FREE  30-min.  video  tells  how  it's  done 
1-800-294-8898 


Franchising 


Rated  #1  by  Cnlrepreneur  Mogozine 
Seleclecl  fly  N0SA's  Kcnneciv  Spoce  CIr. 


•  $60K  Liquid  -  MIn.  60K  Equity 
'  Financing  Available  on  Balance  •  Master  Franchises  Available 

•  State-of-the-Art  Centers  •  No  Experience  Necessary 
•  Most  Comprehensive  Training  •  Full  Training  &  Support 
•  Turn  Key  Sites 


Education/Instruction 


IVIBA  BY  Distance  Learning 

Maior  British  university  offers  accredited  MBA,  no 
Bachelor's  or  GMAT  needed  Cfiosen  by  Economist 
Intelligence  Unit  as  one  ol  world's  best  MBA  programs 

HERIOT-WAn  Ut^lVERSITY  !  (800)  MBA-0707 
North  American  Distributor  i  •  Ask  for  eiit  20 
6921  Stockton  St,  Suite  2,  El  Cerrito,  CA  94530 
For  immediate  FaxBack  literature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  tVlS/MBA  PfiD/JD 
I  Credit  for  work, /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-4000 


fBACHELOR,  MASTER,  DOCTORATE 

EARN  A  DEGREE  Use  your  past  experience  as 
1  credit  toward  your  degree  No  classes,  seminars 
lor  on-campus  attendance  Studies  build  upon 
'  your  experience  Sell-paced  Send  Resume 
For  No  Cost  Evaluation 

(800)240-6757 

6400  Uptown  Blvd  NE 
'"  iy  Suite  398-W 
Depl  46 
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AND  REACH  6.2  MILLION  RESPONSIVE  READ! 

For  rates  and  information  mail  or  tax  this  coupon  toiiy 
The  next  Marketplace  section  closes  on  October 

NAME:  


COMPANY: 
ADDRESS: 
CITY: 


PHONE: 


STATE: 
FAX: 


ZIP: 


Phone,  mail  or  fax  to: 

Business  Week  Marketplace  ^ 
500  North  Michigan  Avenue,  Suite  2il< 

Chicago,  IL  60611 
Phone  312-464-0500  •  Fax  312/464-01 

I  


siness  Week  Index 


lUCTION  AND  LEADING  INDEXES 


;e  from  last  week,  0,0%  Chdiige  from  last  week:  0.2% 

[e  from  last  year:  8.7%  Change  from  last  year:  7.7% 


1967=100 

_j  .  ■  ■  ■  •  ■  ■  ■  ■  ■  ■ —  ?30 

Jan  May  Sept 

1995  1995  1995 

5  are  4-week  moving  averages 

luction  index  was  unchanged  in  the  week  ended  Sept.  16.  Before 
on  of  the  four-week  moving  average,  the  index  fell  to  124.8,  from 
jeasonally  adjusted  output  of  paper,  paperboard,  coal,  and  crude-oil 
led  the  declme. 

ling  index  was  up  in  the  latest  week.  The  unaveraged  index  increased 
:o  264.1,  from  262.1  in  the  previous  week.  That  gain  reflected  higher 
ices  and  faster  growth  in  real-estate  loans. 

on  ir,'je»  rotivnp,ht  199S  bv  The  McGraw  Hill  Compari'es      BW  '^M"-^e  inde«  copyright  1995  bv  CIBCR 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (9/23)  ttious.  of  net  tons 

1,955 

1,965# 

5.6 

AUTOS  (9/23)  units 

129,789 

125,124r# 

-7.5 

TRUCKS  (9/23)  units 

114,755 

125,301r# 

0.4 

ELECTRIC  POWER  (9/23)  millions  of  kilowatt-hrs 

61,631 

64,211# 

3.7 

CRUDE-OIL  REFINING  (9/23)  thous  of  bbl  /day 

14,298 

14,529# 

1.9 

COAL  (9/16)  thous.  of  net  tons 

20,842# 

19,849r 

4.3 

PAPERBOARD  (9/16)  thous.  of  tons 

865, 5# 

826.  Ir 

-5.9 

PAPER  (9/16)  tfious.  of  tons 

839, 0# 

845. Or 

1,8 

LUMBER  (9/16)  millions  of  ft. 

475, 1# 

389.9 

-5,1 

RAIL  FREIGHT  (9/16)  bilhons  of  ton-miles 

25. 6# 

23.2 

5.3 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute.  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA',  SFPA^,  Association  of  American  Railroads 


ING  INDICATORS  1 

UTEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

PRICES  (9/23)  S&P  500 

583,69 

579.23 

26,0 

lATE  BOND  YIELD.  Aaa  (9/23) 

7,31% 

7.29% 

-13.1 

RIAL  MATERIALS  PRICES  (9/23) 

112.8 

113.0 

NA* 

SS  FAILURES  (9/15) 

307 

384r 

9,3 

STATE  LOANS  (9/13)  biiiions 

$499.3 

$496. 2r 

12,2 

SUPPLY,  M2  (9/11)  billions 

$3,712.4  $3,713.2r 

3,8 

CLAIMS.  UNEMPLOYMENT  (9/9)  thous       364       342r    ii  3 

:  Center  for  Internationa!  Business  Cycle  Research  (CIBCR),  Standard  & 
loody's,  Journal  of  Commerce  (index:  1990=100).  Dun  &  Bradstreet  (failures 
:ompanies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  ad|usts  data  on 
failures  and  real  estate  loans.  ^Historical  data  available  from  CIBCR 


^EST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

L  FUNDS  (9/26) 

5,73% 

5.73% 

4.66% 

RCIAL  PAPER  (9/27)  3-month 

5,76 

5.69 

5.17 

ICATES  OF  DEPOSIT  (9/27)  a  month 

5.78 

5.69 

5.21 

lORTGAGE  (9/22)  30-year 

7.82 

7.81 

8.89 

ABLE  MORTGAGE  (9/22)  one  year 

5.80 

5.90 

5.71 

9/27) 

8.75 

8.75 

7.75 

Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


PRICES 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

GOLD  (9/27)  $/troy  oz. 

383.750 

384.500 

-2.9 

STEEL  SCRAP  (9/26)  #1  heavy,  $/ton 

143.50 

143.50 

6,7 

COPPER  (9/22)  c/lb. 

135.6 

133.5 

6,5 

ALUMINUM  (9/22)  e/ib 

82.0 

82.0 

3,8 

COTTON  (9/22)  strict  low  middling  1-1/16  in 

,  e/lb.  92.53 

90.04 

31,1 

OIL  (9/26)  $/bbl. 

17.33 

19.00 

-2,1 

Sources:  London  Wednesday  final  setting,  Chicai 

0  market,  Metals 

Week.  Memphis 

market,  NYt^EX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (9/27) 

100,15 

103.34 

98,48 

GERMAN  MARK  (9/27) 

1.43 

1.47 

1,55 

BRITISH  POUND  (9/27) 

1.57 

1.55 

1,58 

FRENCH  FRANC  (9/27) 

4  92 

5.07 

5,28 

ITALIAN  LIRA  (9/27) 

1605.5 

1617.3 

1556.1 

CANADIAN  DOLLAR  (9/27) 

1.35 

1.36 

1.34 

MEXICAN  PESO  (9/27) 

6.395 

6.300 

3.413 

Sources:  Major  Nev^f  York  banks.  Currencies  expressed  in  units  per  U.S  dollar, 
except  for  British  pound  in  dollars 


ta  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
t,  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA-Not  available       r^^revised       NM=Not  meaningful 


HE  WEEK  AHEAD  1 


lAL  INCOME 

,  Oct.  2,  8:30  a.m.  ►  Personal 
likely  grew  by  0.1%  in  August, 
ig  to  the  median  forecast  of  econo- 
itveyed  by  mms  International,  one  of 
jraw-Hill  Companies.  Consumer 
g  probably  rose  a  larger  0.5%,  led 
g  motor-vehicle  sales.  Incomes  rose 
id  spending  was  up  0.2%  in  July. 

URVEY 

,  Oct.  2.  10  a.m.  ►  The  National 
lion  of  Purchasing  Management's 
<ely  stood  at  50%  in  September,  up 
veak  46.9%  level  in  August.  The 
d  reading  would  imply  that  the  fac- 
tor is  just  treading  water. 


CONSTRUCTION  SPENDING 

Monday,  Oct.  2.  10  a.m.*-  Building  out- 
lays probably  increased  a  solid  0.5%  in 
August.  That's  suggested  by  healthy  hous- 
ing activity  and  a  rebound  in  nonresidential 
projects.  Spending  jumped  2%  in  July. 

LEADING  INDICATORS 

Wednesday,  Oct.  4,  8:30  a.m.  ►  The  gov- 
ernment's composite  index  of  leading  indi- 
cators likely  rose  0.1%  in  August,  after  fall- 
ing 0.2%  in  July,  says  the  mms  survey. 

FACTORY  INVENTORIES 

Wednesday,  Oct.  4,  10  a.m.  ►  Manufactur- 
ing inventories  probably  increased  by  0.4% 
in  August,  after  leaping  0.6%  in  July.  The 


August  rise  is  suggested  by  the  month's  1% 
gam  in  factory  output. 

EMPLOYMENT 

Friday,  Oct.  6,  8:30  a.m.  ►  Nonfarm  pay- 
rolls in  September  grew  by  160,000  slots, 
according  to  the  median  mms  forecast. 
Almost  250,000  jobs  were  created  in 
August.  Factories  likely  added  10,000  new 
workers  in  September,  on  top  of  the  12,000 
hired  in  August.  The  unemployment  rate 
probably  remained  at  5.6%  last  month. 

INSTALLMENT  CREDIT 

Friday,  Oct.  6^  Consumers  probably  added 
$10  billion  in  new  credit  m  August,  on  top 
of  $8.8  billion  taken  on  in  July. 
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l-Stat(STAT)  114 

mm  104 
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Jardine  Fleming  54 
Johnson  Redbook  Service  31 
Joseph  A.  Banks  Clothiers  104 
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Access  Research  156 
Acer  154 
ACM  Aviation  40 
Advanced  Micro  Devices 
(AMD)  46,148,154 
Airbus  Industrie  130 
Alcatel  Alsthom  46,134 
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America  Online  (AMER)  114 
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Dreyfus  Retirement  Services  156 
DRI/McGraw-Hill  (MHP)  134 
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Kidder  Peabody  60 
Kmart  (KM)  104 
Knight-Ridder  (KRI)  22 
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Pnce  Chopper 
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Editorials 


SIGN  A  COIVTRACT  FOR  GROWTH 


It  is  time  to  take  the  BUSINESS  week  pledge.  There's  a 
Contract  With  America,  a  Contract  With  Virginia,  even  a 
Contract  With  New  York,  and  they  all  promise  one  thing — to 
cut,  chop,  streamline,  and  othei"wise  reduce  government,  tax- 
es, regulation,  etc.  We  have  another  idea.  How  about  pohcy- 
makers  taking  a  pledge  to  expand — the  economy,  that  is. 

We  want  government  officials,  both  elected  and  appointed, 
to  sign  a  Contract  For  Growth.  Pledge  to  get  the  economy 
growing  at  a  8.5%  annual  rate,  instead  of  the  anemic  2.5%  of 
recent  yeai's.  With  a  bigger  economic  pie,  balancing  the  bud- 
get becomes  easier,  wages  rise,  jobs  multiply,  you  name  it. 

But  how  can  the  economy  grow  at  this  higher  rate  without 
igniting  inflation?  Tliat's  the  question  Federal  Reseive  ofScials, 
economists,  and  politicians  have  been  asking  for  decades. 
Their  answer?  It  can't.  If  the  economy  gi'ows  at  3.5%,  they  ar- 
gue, demand  soon  exceeds  capacity,  which  inevitably  causes  in- 
flation. Their  solution,  then,  is  to  cap  gi'owth  at  2.5% — and 
government  policy,  under  Republicans  and  Democrats  alike, 
has  been  to  settle  for  exactly  that.  Be  satisfied,  they  say. 

Not  good  enough,  we  say.  This  week's  Cover  Story,  "Pro- 
ductivity to  the  rescue,"  shows  why  faster  gi'owth  is  not 
only  possible,  it's  preferable  (page  114).  It  shows  why  poli- 
cymakers should  heed  the  words  of  the  National  Association 
of  Manufacturers,  the  folks  who  make  things  in  America, 
which  recently  declai'ed  that  its  members  can  sustain  a  3%  to 
3.5%  growth  rate  without  inflation,  but  can't  because  of  the 
stranglehold  of  Washington  pohcy. 

Below  the  radar  screen  of  archaic  govei'nment  statistics, 
U.  S.  productivity  has  been  soaring.  In  the  1990s,  nonfairn 
productivity  has  been  rising  twice  as  fast  as  in  the  previous 
20  years  (as  fast  as  in  the  1960s,  when  the  U.  S.  had  a  3.8% 
growth  rate).  It's  not  that  the  U.  S.  is  just  doing  better — it's 
doing  better  against  its  competitors.  The  U.  S.  is  now  both  the 


low-cost  producer  and  high-tech  leader  among  all  inc 
nations.  For  the  third  year  in  a  row,  the  Swiss  Intern 
Institute  for  Management  Development  ranked  th(| 
No.  1  in  global  competitiveness. 

So  why  the  gloom  and  doom?  The  mal  de  mille\ 
represented  by  James  Goldsmith's  The  T)-ap  and 
Kennedy's  The  Rise  and  Fall  of  the  Great  Foivers 
echoes  the  pessimism  of  past  writers  who  didn't  get  ii 
focus  on  wage  stagnation  and  rising  inequality.  Yet  his' 
wage  gains  have  tracked  productivity  gains  extreme! 
ly,  but  the  two  don't  march  in  lockstep.  There's  no  re] 
about  this  phenomenon.  It  takes  that  long  for  people  t 
to  use  the  new  generation  of  tools  and  raise  their  v;| 
their  employers.  That's  what  is  going  on  today. 

Bottom  line,  the  capacity  is  there  to  support  highi 
nomic  grovv1;h.  Yet  fearful  polic.ymakers,  perhaps  unvdj 
are  buying  into  a  grim  limits-to-gi-owth  paradigm.  Wh: 
be  done?  Congi-ess  and  the  White  House  should  adopt 
terim  report  of  the  congressional  commission  head 
Michael  Boskin  of  Stanford  University  that  calls  for  ch] 
the  Consumer  Price  Index,  the  nation's  measure  of  i 
The  commission  says  the  current  CPi  overstates  inflatii 
third.  Dropping  the  cpi  to  2%  from  3%  would  bri: 
country's  official  inflation  rate  into  line  with  reality.  It 
also  show  that  cuirent  real  interest  rates  are  way  to( 

After  the  cpi  is  changed,  the  Fed  should  lowei 
sharply.  A  forthcoming  deal  to  balance  the  budget  vn 
give  the  Fed  cause  to  lower  rates  to  compensate  1 
end  to  the  fiscal  -stimulus  that  comes  with  deficit  spi 
But  the  Fed  should  go  furthei-  and  let  the  econom 
The  productivity  surge  gives  America  the  capacity  to  g 
3.5%  annually  vdthout  serious  inflation.  Policymakers 
believe  in  the  nation's  producers  and  stop  being  so  fr 


DEFAULT  ON  THE  DERT?  RE  SERIOUS 


4  ■  ^/lien  I  was  a  child,  I  spake  as  a  child,  I  understood  as 
rr  a  child,  I  thought  as  a  child,  I  reasofied  as  a  child; 
but  when  I  became  a  man,  I  gave  up  childish  ways. ..." 
— I  Corinthians 

Washington  poUticians  would  do  well  to  take  a  moment  to 
ponder  this  passage.  Childish  bipartisan  bickering  has  led  to 
talk  of  the  U.  S.  government  defaulting  on  its  national  debt, 
an  unimaginable  act  of  weakness.  What  kind  of  countiy  walks 
away  from  its  obhgations,  and  what  kind  of  leadership  advo- 
cates this  kind  of  behavior? 

In  a  speech  before  the  Public  Securities  Assn.,  House 
Speaker  Newt  Gingrich  said  that  in  his  negotiations  with 
President  Clinton  over  balancing  the  budget,  he  would  be  will- 
ing to  let  Congress  stall  on  raising  the  federal  debt  limit 
and  cause  the  government  to  default.  His  words  set  off  a 


tremor  in  international  markets,  shaking  the  dollar,  ^s. 
with  the  global  bond  markets  these  days  is  riskier  tharri 
Mother  Nature,  especially  for  a  nation  so  addicted  to ; 

Sure,  the  Speaker  quickly  backed  off,  and  yes,  th( 
measures  that  Treasury  Secretary  Robert  E.  Rubir: 
take  to  fudge  a  default.  There's  the  Exchange  Stabi'a 
Fund  that  was  used  to  lend  money  to  Mexico  last  yei  J 
real  pinch,  the  U.  S.  could  even  sell  part  of  its  gold  rer 
But  no  sensible  official  should  even  contemplate  such^t 
A  default  could  mean  a  pennanent  premium  in  the  i  e: 
paid  by  the  U.  S.  to  foreigners,  even  if  it  helps  pro:ol 
peace  pact  on  the  balanced  budget. 

If  politicians  have  to  bluff  and  bluster  like  kids  o 
theii-  work  done,  they  should  do  it  without  jeopai-dizinght 
nancial  health  of  the  countiy.  Better  yet,  they  should  gi^ 
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The  tallest  recycling  story  ever  told. 


Suffice  It  to  say.  anything  that's  2,232  steps  to  the  top  (^in  hcu  oi  taking  one  of  104  elevators) 
IS  not  your  average  office  building. 

Everything  about  Sears  Tower  is  mind  bogghng.  Like  enough  plumbing  (  25.000  miles)  to  go 
around  the  world.  And  enough  telephone  cable  to  encircle  it  1  'A  times. 

It's  sort  of  the  Mount  Everest  of  recycling  challenges.  So  hopefully  you'll  have  some  idea  of 
what  it  took  to  conceive  a  recycling  program  that  now  covers  some  10,000  people  working  for  si.xty 
different  tenants  on  over  100  floors. 

You  certainly  won't  have  to  use  your  imagination  to  appreciate  the  results.  This  year  alone  1,200 
tons  of  paper  will  be  collected  for  recycling.  An  amount  that,  if  baled  and  stacked,  would  be  three 
times  higher  than  the  world's  tallest  building  itself. 

It  could  be  )ust  as  surprising  to  find  out  what  rec)'cling  could  do  for  your  business.  Please  call 
us  at  1-800-977-6272.  You'll  find  wc  don't  mind  challenges. 

What  luisiness  do  wc  have  sayiuo  wc  help  the  etivtronmctU?  That  is  our  business. 


Waste  Management 

A  WMX  Technologies  Company 
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"Funny  business, 
you  know?  Lure 
people  into  that 
calm  and  then  just 
totally  f—  'em." 


y 

I  I  In  just-released 
■  court  documents, 
Procter  & 
Gamble  brings 
racketeering 
charges  against 
Bankers  TVust. 
The  key  evidence:  6,500 
taped  recording  -   -  - 
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Informix's  Phil  White  on  Am  WorldMark*  Serve 
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make  the  most  scalable  database  in  tlie  worid 
No  platform  scales  us  better  tlian  ARST." 

Phil  W  hile.  CF.O.  In/oniiix  St}flii  are 
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Inlormix  is  a  registered  Iraderrark  ol  the  Inlormix  Corporation  ATiT  5100S  shown  features  Intel  Pentium  procpssors  Ttie  Intel  Inside  and  Pentium  Processor  logos  are  trademarks  ol  Intel  Corporation 


At  ATeiX  we're  eonimitted  to  making 
sure  all  the  applications  yon  need  are 
optimized  for  onr  AT(!iT  WorldMark 
Servers.  That's  why  we've  developed 
an  alliance  with  a  leading  database  pro\  ider  like  Informix. 

Wliether  you're  running  uniprocessors,  SMI?  clusters, 
or  MPP  nobody  can  afford  a  dataixise  that  doesn't  scale. 

That's  why  so  many  businesses  ai'e  using 
fj  INFORMIX'    Informi.x's  Dynamic  Scalable  Architecture 

to  povv'er  their  OLTR  batch  processing, 
and  data  warehousing  applications.  And  the  serwr  that  has 
the  scalability  to  match  Informix's  scalabilit)'  processor  for 
processor?  AT(^T  World  Mark  Serwrs.  The  pei'fect  platform 
for  all  your  enterprise  apps. 

To  get  more  info  about  AT(S.T\X 'odd. Mark  Serxers,  call 
I  800  44"'-1124.  ext.  1130.  E-mail  us  at  attgis.info@daytonoh. 
attgis.com  or  visit  our  web  site  at  http:  'www.attgis.com/ 
e\-entS'WorldMark 
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A  jolly  fat  man  with  a  beard  who 
puts  gifts  in  your  stocking. 


A  magical  bunny  who  brings  you  a 
'.       basket  of  colored  eggs. 


If  this  one  sounds 

too  good  to  be 
true  ,  maybe  you 
should  call  Aetna. 


When  facing  a  major  operation,  you  have 
to  worry-  about  more  than  just  getting 
well.  That's  why  we  provide  medical  pro- 
fessionals who  can  help.  They  answer 
questions.  Explain  the  paperwork.  And 
recommend  community  resources.  We 
call  them  nurse  consultants.  They're  one 
of  the  many  reasons  Aetna's  managed 
health  care  is  so  effective.  And  unlike  the 
Easter  Bunny,  they're  people  you  imH^ 
can  believe  in  all  year  round.  jA^jlM 
Aetna.  A  policy  to  do  more^  Hi^H 


©  199.1  Aetna  Life  IriMirani  e  Ciiiiinany 
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THE  FEDS 


WE  MEET  AGAIN,  MR.  MILKEN 


THE  LUCRATIVE 

work  done  by 
Michael  Milken 
on  Time  Wai'ii- 
er's  buyout  nf 
Turner  Broad- 
casting System 
has  gotten  the 
attention  of  an 
old  nemesis.  The 
Securities  &  Ex- 
change Commis- 
sion is  looking 
into  whether  the 
consulting  ar- 
rangement vio- 
lates a  1991  Hfe-   

time  ban  of  Milken  from 
secuinties  work,  says  a  soui'ce 
close  to  the  inquiiy. 

The    former  junk-bond 


UP  FROM  JUNK 


Idng,  who  dming 
his  reign  in  the 
1980s  master- 
minded the  fi- 
nancing of  Turn- 
is  receiving 
as  much  as  $50 
million  from 
Turner  for  his 
Time  Warner 
l  ole,  according  to 
The  Wall  Street 
Journal.  The 
SEC  is  consider- 
ing whether 
Milken  served  as 
an  "investment 
adviser,"  which  would  violate 
the  SEC's  order. 

But  there's  no  clear  defini- 
tion of  an  adviser.  So  the  sec 


TALK  SHOW  tiThe  high  criminal  court  has  [determin 
these  standards  give  the  certainty  of  a  fair  trial  by  the  S 
gaporean  court."  — Prosecutor  Hans-Hermann  Eckert,  aftei 
German  court  let  Singapore  extradite  ex-Barings  trader  Nick  L 


will  try  to  determine  exactly 
what  kind  of  advice  on  the 
proposed  $7.5  billion  deal 
merited  such  a  hefty  pay- 
check. The  source  says  the 
.sec  also  wants  to  be  careful 
to  avoid  the  appearance  of  a 
witch-hunt.  "Milken  does 
have  the  right  to  make  a  liv- 
ing," the  soiu'ce  says.  A  TIuti- 
er  spokeswoman  would  say 
only  that  Milken  has  been  ad- 
vising the  company  on  "long- 
term  strategic  issues."  Deny- 
ing any  violation,  a  Milken 
spokesman  says:  "The  SEC  did 
not  bar  Michael  Milken  from 
having  ideas  and  vision." 

Milken  spent  two  years  in 
prison  and  paid  a  $1.1  billion 
fine  after  pleading  guilty  to 
felony  securities-law  viola- 
tions in  1990.  If  the  sec 
finds  that  Milken  has  vio- 
lated its  order,  he  could 
be  hit  with  contempt 
chai'ges.  Michael  Schroecler 


LEGAL  TENDER 


FOR  NOW,  THE  GREENBACK  LIVES 


one  small 
promise  in  the 
Republican 
Contract  With 
America — re- 
placing  the  dol- 
lar bill  with  a 
SUSAN  B.:    dollar    coin — is 
$1  dud        proving   to  be 
about  as  popular 
on  Capitol  Hill  as  the  gov- 
ernment's disastrous  1977  Su- 
san B.  Anthony  coin  goof. 
The  idea  appears  doomed,  as 
polls  show  tradition-bound 
Americans  strongly  against 
jettisoning  the  130-year-old 
greenback  for  a  newfangled 
gold-colored  coin. 

(;op  budget-balancers  had 
figured  they  could  save  $112 
million  over  five  years  by 
closing  the  dollar  presses, 
wliich  replace  the  entii-e  stock 
of  bills  every  17  months. 
Coins,  obviously,  are  a  lot 
more  durable.  Supported  by 
mining  and  vending-machine 
interests,  proponents  argued 
that  coins  minted  this  year 


would  last  into  the  2020s.  But 
foes,  including  Clinton  Ad- 
ministration officials,  argued 
that  smart  cards,  not  dollar 
coins,  are  the  ciurency  of  the 
future. 

Facing  certain  defeat,  coin 
supporters  recently  decided 
not  to  force  shf)wdown  votes 


in  the  congressional  bank-  | 
ing  committees.  Nonethe-  ' 
less,  at  a  committee  meet- 
ing. Senator  Rod  Grams 
(R-Minn.),  the  coin's  Senate 
pointman,  predicted  eventu- 
al victory,  saying;  "We're  on 
the  25-yard  line,  ready  to 
score."  Said  Banking  Com- 
mittee Chairman  Alfonse 
D'Amato  (R-N.Y.):  "You're 
on  the  25-yard  line — your 
own."     Riclnnri  S.  Diiuhant 


THE  LIST  TAKE  A  HIKE 


Conventional  wisdom 
says  tax  hikes  are 
political  suicide, 
especially  in  Newt 
Gingrich's  Washington. 
But  plenty  of  entrepre- 
neurs are  willing  to 
pay  higher  taxes,  if 


1040 


they  go  to  the  right 
places.  Top  pick: 
deficit-reduction. 
Here  are  the  percen- 
~   tages  of  entrepreneurs 
-   who  would  strongly 
support  tax  hikes  for 
certain  initiatives: 


WHERE  TAX  INCREASES  ARE  PALATABLE 


REDUCE  THE  DEFICIT 

40% 

REDUCE  FOREIGN  DEBT 

17% 

REDUCE  CRIME 

30% 

INFRASTRUCTURE 

17% 

IMPROVE  EDUCATION 

29% 

PRIMARY  BUSINESS  R&D 

17% 

ACCELERATE  WAR  ON  DRUGS 

20% 

ENVIRONMENTAL  CLEANUP 

12% 

CREATE  JOBS 

20% 

UNIVERSAL  HEALTH  CARE 

10% 

DATA:  ERNST  « 

YOUNG  SURVEY  OF  400  BUSINESS  LEADERS 

HONCHOS 


NICE  PLUG.WARR 
BUT  WRONG  AIRL 
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WARREN  BUFFETT  HAS: 

his  investment  in  usAii 
him  from  doing  ads 
competitor.  Midwest  E 
The  two  au'lines  go  toe- 
on  the  Washington 
route.  But  the  recent 
ka  newspaper  and  ma] 
campaigTi  features  a 
of  Buffett  in  front  of 
west  plane  and  cjuote  i 
praising  the  earner  as  f 
ing  "the  best  value. | 
though  Buffett  doesn't 
tion  uSAir  by  name,  he 
in  the  ad  that  Midwes 
press 
only 

could  b  I 
nonstop' 
et  fron 
Omaha 
to  the  n 
capital. 

USAir 
its  Or 
passenge 
Kansas 
Mo., 
Midwest 
direct.  Buffett,  throuj 
aide,  says  he  appeared  i 
ad  because  Midwest's  ( 
link  is  a  boon  to  the  N( 
ka  economy.  Both  cai 
charge  $468  for  a  seve 
advance  round-trip  t 
Buffett  travels  to  Was 
ton  regularly  to  keep  ta 
his  investments  in  two 
panies  based  there, 
WasJmigton  Post  and, 
USAir. 

Buffett  has  said  the 
investment  in  usAir  b 
Berkshire  Hathaway  he 
company  was  a  mis 
Bej-kshire  took  a  $268, 
lion  wTite-down  on  the 
ment  this  year,  but  a  po^ 
takeover  by  another  a. 
(page  38)  could  let  hir 
coup  some  of  that, 
shrugs  off  the  Buffett 
saying  the  two  carriers 
share  many  overlay 
routes.  Mark  L 


BUFFETT: 

Nonstop  fa  n 
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Good  thing  you 
waited  to  upgrade. 
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1  ol  Oki  America,  Inc 


BUG  ZAPPERS 


NO  BELFRY?  HOW 
ABOUTABATCONDO? 

THE   HOUSING   MARKET  FOR 

bats  is  flying  high.  This  has 
nothing  to  do  with  Bat»tav 
Forever.  Bats  are  suddenly 
popular  because  people  now 
realize  the  winged  ones  con- 
sume huge  amounts  of  bugs. 
A  single  brown  bat  *ats  600 
insects  per  hour. 

So  bat-house  builders  are 
doing  a  good  business 
throughout  skeeter  country, 
from  the  wetlands  of  East 
Texas  to  the  bogs  of  Maine. 
Demand    for   the  houses, 


which  range  from  micro- 
wave-size bat-chelor  pads 
to  multichambered  abodes 
as  big  as  refrigerators,  has 
expanded  tenfold  since  1990 
at  Coveside  Conservation 
Products  in  Gay,  Maine.  The 
dwellings  have  made  their 
way  to  Nature  Co.,  Brook- 
stone,  and  Wal-Mait  outlets. 
Houston's  Vida  Products, 
which  makes  1,000  bat  houses 
a  day,  charges  $29.95  for  a 
15-bat  domicile  and  $89.95  for 
a  100-bat  one. 

The  bat-house  boom  is 
strongest  in  Mineral  Wells, 
Tex.,  where  a  conservation- 
minded  entrepreneiu'  has  sold 
them  to  dozens  of  downtown 
businesses.  Organic  farmers 
in  California's  walnut  groves 
are  using  bats  as  a  sort  of 


DRAWN  &  QUARTERED 


nontoxic  insecticide.  Last 
year.  Motorola  spent  $10,000 
to  house  5,000  of  the  flexible 
fliei's  around  its  Austin  (Tex.) 
plant  to  keep  bugs  from  an- 
noying employees.  Says 
structural  engineer  Gwen 
Turner:  "We  owe  bats  here 
a  favor."        Adele  Co)iover 


RANK  AND  FILE 


FROM  RUNWAY  TO  PICKET  LINE 


PICTURE  it:  fashion  models 
marching  in  a  picket  line. 
Yes,  in  an  industiy  where  top 
names  can  make  up  to 
$10,000  a  day  for  a  mega- 
event,  a  movement  to  orga- 
nize is  afoot.  Why?  Far  below 
the  Cindy  Crawfords  and 
Claudia  Schiffers  are  models 
woi'king  for  as  little  as  $60  a 
day.  Many  fall  victim  to  fly- 
by-night  agencies  who  cheat 
them  out  of  wages  and  sleazy 
photographers  who  charge 
big  bucks  foi'  portfolio  shots 


that  look  about  as  pi'ofession- 
al  as  something  their  kid 
brother  could  have  taken 
with  a  disposable. 

Young  models  "are  desper- 
ate for  help,"  says  Ami  Bon- 
gay,  a  former  model  who  in 
July  chartered  the  Model's 
Guild,  a  branch  of  the  13.3- 
million  member  Office  &  Pro- 
fessional Employees  Interna- 
tional Union.  The  Model's 
Guild,  which  claims  500  peo- 
ple want  to  sign  up,  hasn't 
officially  organized  anyone  or 


THE  BIG  PICTURE 


Many  down- 
sizing victims 
can  expect  some 
benefits  to  continue 
for  a  time  after  they 
are  bounced,  lypically, 
they  get  a  week's  benefits 
for  each  year's  service. 


DATA:  LEE  HECHT  HARRISON  INC. 


JOHNSON:  Unionize  models 

started  negotiations  with  em- 
ployers yet.  Famous  models 
aren't  clamoring  to  join.  But 
the  nascent  union  has  gotten 
backing  from  former  super- 
model Beverly  Johnson,  who 
in  1974  became  the  iii'st  Afri- 
can American  to  grace  the 
cover  of  Vogue. 

For  most,  modeling  is  a 
chaotic,  um"egxilated  business. 
The  new  union,  asking  for 
dues  of  $25  to  $45  per  year, 
aims  to  demand  such  bene- 
fits as  health  insurance  and 
to  set  industiy  pay  standards. 
The  union  has  a  lot  of  skep- 
tics. Says  one  agency  execu- 
tive: "The  fashion  industry  is 
such  a  catty,  fickle  world. 
Models  don't  want  to  antago- 
nize anvone."    Julie  Tilsner 


GUERRILLA  MARKETINi 

I, 

CHE  GUEVARA, 
CAPITALIST  TOOL 

CHE   GUEVARA,  THE  S 

enemy  of  capitahsm  k 
helped  launch  the  Cuban 
olution,  is  now,  well,  a 
chandising  tool. 

Switzerland's  Sw 
Watch,    maker    of  s 
100,000  Che  watches, 
the    Argentine-born  i 
feeds  a  wave  of 
nostalgia  for  when 
just  the  mention  of 
Che — killed  by  the 
Bolivian   army  in 
1967 — packed  a  po- 
htical  wallop.  Their 
product:  a  $40  time- 
piece bearing  Che's 
visage  topped  with 
a  bei-et,  and  "revolu- 
ci&n"  on  the  band. 
Says  Swatch  spokes- 
man  Bill  Schoon- 
maker:  "It's  more  of 
a    fashion  style 
than  a  political 
statement."  The 
watches  sell  well 
from  Europe  to 
South  Flonda,  that 
anti-Castro  bastion. 

In  London  bars, 
you  can  order  fmit- 
tinged  Che  Beer. 
Brewed  in  Bntain,  it 
has  citnis  juices  from 
Cuba  and  other  Caiib- 
bean  spots.  Because 
Cuban  products  are 
used,  the  brew  may 
not  be  sold  in  the 
U.  S.     Antonio  Fins 

RADICAL?  Well,  chic 


FOOTNOTES  American  consumers  without  auto  insurance:  7%;  without  homeowner's  insurance:  21.8% 


What  could  be  more  natural  than  making  a  concerted  effort  to  appeal  to  those  we'd  like 
to  win  over?  For  the  bowerbird  in  search  of  a  mate,  it's  a  simple  law  of  nature.  A  law  that's 
just  as  applicable  when  it  comes  to  launching  and  marketing  new  products. 

A  bird's  eye  view 
of  trend-spotting  at  Schott-Zwiesel 


When  designing  new  glassware  at  Schott-Zwiesel,  we  analyze  all  the  latest  international 
trends.  But  even  more  importantly,  we  work  in  close  cooperation  with  the  people  who 
know  consumers  best  -  our  partners  in  distribution  and  sales.  By  exchanging  ideas  and 
know-how,  we  develop  tomorrow's  best-sellers,  along  with  new 
concepts  for  decoration,  packaging  and  display.  It's  part  of  our 
corporate  culture  to  help  our  partners  market  promising 
new  products  even  more  effectively.  If  you'd  like  to  know 
more  about  the  Schott  Group  of  companies,  write  to: 
Schott  Corporation,  Dept.  BW  2,  3  Odell  Plaza,  Yonkers  NY  10701. 
Maintaining  our  position  as  a  leader  in  special  glass  is  not 
enough.  Our  goal  is  to  be  a  leader  in  customer  orientation  - 
finding    ways    to    take    our    customers  further. 


Analyzing  market  trends 
at  Schott-Zwiesel.  We  work 
closely  with  our  partners 
in  distribution  and  sales  to 
develop  tomorrow's  exciting 
new  product  lines.  Shown  here 
is  the  'Eclair"  stemware  line 
designed  by  Schott-Zwiesel. 


SCHOTT 


SCHOTT 

Total   Customer  Care 


What  If  You'd  Had  A  Tip 
D  Bet  It  All  On  Secretariat? 


he  Kentucky  Derby.  The  Preakness.  The  Belmont  Stakes.  The  first  horse 


I  25  years  to  sweep  the  Triple  Crown.  If  you'd  only  known.  Well,  know 


Tis:   Advanced   Micro  Devices   is  the  world's   second-largest   producer  of 


licroprocessors.  For  26  years,  we've  delivered  prennium  performance 


/ithout  a  premium  price.  And  now  AMD  is  launching  the  next  generation 


^86  Superscalar- 


family  of  Microsoft  Windows"  compatible  micro- 


rocessors.  This  technology  will  dramatically  change  the  nature  of  competition 


1  the  PC  industry.  Innovation  like  that  could  bring  you  quite  a  payoff. 


f  it's  a  good  idea.  If  it  makes  a  difference.   Run  with  it. 


AMD 


Run  \A/ith  it. 


1-800-222-9323    Internet:  http://www.amd.com 


:ed  Micro  Devices,  inc.  AMD  and  tl-ie  AMD  loao  are  moistered  trademarks^  rrf  Advanced  Micro  Devices   Inc.  All  cri-her  names  are  Droo;?i-r. 


ADVICE  &  DISSENT 

They're  The  McLaughlin  Group.  Each  with  a  view  that  's  contentious 
and  contagious,  (clockwise  from  left)  Jack  Germond,  Clarence  Page,  John 
Mckuiglilm,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 

Made  possible  by  a  grant  from  GE. 


TheMcLaughlin  Group 

check  your  kical  listing  lor  st.ition  ,ind  time 

i/l/e  bring  good  things  to  life. 


$14Q99 


14-1043KT 


The  professional's 
choice  when 
every  word  is 
worthy  of  note 


just  7s"  thin  and  less  than  4'/j"  high, 
this  roice-activated  microcassettc 
starts  recording  at  the  sound  ot 
speecli  and  stops  automatically — 
eliminating  tape  "gaps "  and  saving 
batteries  and  playback  time.  Auto- 
level  maintains  consistent  volume 
when  taping.  Two  speeds — it  can 
record  up  to  three  hours  on  a  90- 
minute  tape.  To  order,  or  tor  the 
location  of  a  store  near  you,  call; 

1  800  THE  SHACK^^ 


RadioShack 

You've  got  questions.  We've  got  answers." 


Prices  apply  at  participating  RadioShack  stores  anij  dealers  Items  not  available  at  a  participating  store  can  be  special-ordered  (subject  lo  availability)  at 
the  advertised  price  A  participating  store  will  otter  a  comparable  value  if  the  produci  is  sold  out  Independent  RadioShack  dealers  and  franchisees  may 
not  be  participating  m  this  ad  or  stock  or  special-order  every  item  advertised  Copies  of  applicable  warranties  are  available  upon  request  ar  stores  tor 
inspection  before  sale,  or  by  writing  Customer  Relations.  1400  One  Tandy  Center,  Fort  Worth,  TX  76102 
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its  Culligan  jVIan  Means  Business. 


;  one  with  industrial 
•eatment  systems  and 
that  helps  plants 
;.  Profitably. 

decades  of  experience 
■volume  systems  make 
ligan  Man  a  leader, 
vide.  With  systems  for 
f  every  area  of  plant 
on:  manufacturing, 
)oilers,  laboratory, 
nice,  maintenance. 

n  industrial  systems  may 
few  gallons  or  hundreds 
isands  of  gallons  per 
ey  remove  dirt, 
:s,  bacteria,  chemiciUs, 
Is  and  other  impurities. 
)  prevent  a  host  of 
ms  and  costly  downtime. 

illigan  Man's  serace 
from  certified  water 
and  analysis,  through 
design,  'round-the- 
nonitoring  and  support. 


And  it's  available  through  a 
worldwide  network  of  s;iles 
and  service  organizations. 

So  if  your  business  relies  on 
(|ualir\  water,  c;ill  the  name 
that  means  business,  too. 

1-800-451-3260 


The  World's  Source  For  Better  Water. 


Culligan  Water  Technologies,  Inc 

Commercial/Industrial  Systems 


©1995  Culligan  International  Company 


Introducing  new 

for  Windows  95  to 


Software  that  reveals  itself,  removes  the  barriers  between  you  and  capabilities  old  and  nc  ^ 
Software  that  doesn't  get  in  your  way  when  you're  trying  to  work. 


Features  that  can  streamline  the  way  you  work  now  reveal  themselves  as  you  work. 
Everyday  tasks  as  basic  as  entering  text  are  easier.  Spell-checking  and  formatting 
happen  automatically,  on  the  fly.  Applications  that  you  once  used  in  a  limited  fashion 


VefS  31! 
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now  offer  you  new  and  easier  ways  to  use  them,  to  do  more  with  them.  One  of  those  fitie 
ways  is  the  Answer  Wizard.  When  you  have  a  question  you  simply  type  it  in.  "How  do 
I  get  this  page  to  print  sideways?"  It  will  show  you  how.  Other  wizards  are  built  into 
individual  programs  to  walk  you  through  complex  tasks.  To  create  a  customer  database  from  scratch,  you  simp! 
ask  the  Database  Wizard  to  show  you  how.  This  is  called  IntelliSense™  technology,  and  it  senses  what  you  an| 
doing,  and  helps  you  do  it  with  fewer  steps,  it  lets  you  focus  on  your  work,  not  on  making  your  software  work. 


Now  applications  work  together,  work  alike, 
work  the  way  you  always  hoped  they  would.  v 

New  IVlicrosoft®  Excel,  Word,  PowerPoint?  Microsoft  Access,     "'i^  ' 
and  Schedule+.  Use  them  to  work  more  effectively,  to  access  |||^ 
and  share  information  throughout  your  company,  to  conduct  f 
more  in-depth  analysis.  Pull  information  f''om  one  application 

into  another  seamlessly.  Manage  your  key  contacts  in  Schedule-i-  and  drop  addresses 
into  Word  when  you  write  them  letters.  Use  PowerPoint's  Meeting  Minder  to  take  notes 
of  your  meeting,  and  then  export  them  to  Word  to  summarize.  Use  the  new  Office 
Binder  to  create  a  single  document  that  uses  components  from  all  five  programs. 
Combine  a  cover  letter,  financial  projections,  and  professional-looking  charts  and 
graphs  seamlessly  into  one  document.  Save  and  print  it  as  one.  Open  it  and  have  all  the 
applications  it  uses  launch  at  once.  You  spend  less  time  going  back  and  forth  between 
programs.  Less  time  working  around  obstacles.  More  time  focusing  on  the  task  at  hand. 


Microsoft 


WHERE   DO  YOU   WANT  TO   CO  TODAY'" 


Ti  see  in  autodemo  and  more,  go  to  http  /,  www.microsoft.com/msotfice.  Or  call  800-426-9400. 

: ii99S  Microsoft  Corporation  All  rights  rtscc^eit,  Microsoft.  PowerPoint-  Windows,  and  the  Windows  logo  are  registered  trademarks  and  IntelliSense.  the  Windows  Start  logo  andj 
Want  To  Go  Today?  are  trademarks  of  Microsoft  Corporation.  'This  add-on  is  available  at  no  charge  (does  not  include  shipping  ai  d  handling). 


Together,  the  programs  break  down  the  barriers  between  you  and  other  people. 
You  find  new  ways  to  communicate,  to  share  information,  to  collaborate. 

/  you  can  use  Microsoft  Word  as  your  e-mail  editor  with  the  Microsoft  Exchange  Inbox  in  Windows  95. 
e  your  messages  in  Word,  and  use  all  of  its  functionality,  its  formatting  options,  to  communicate  more 
ly,  more  convincingly.  With  Word's  Internet  Assistant,*  you  can  browse  the  World  .-^  v  V 
3  Web  and  publish  your  own  documents  there.  If  you  subscribe  to  The  Microsoft 
vork,  you  can  access  it  directly  from  Office.  FindFast  lets  you  search  company 
/ers  and  individual  desktops  for  information  you  need  by  typing  a  phrase  or  key 
.  Even  finding  the  information  you  need  to  schedule  a  meeting  is  made  simpler 
the  Meeting  Wizard  in  Schedule+.  It  can  find  a  time  when  your  list  of  people  can 
meet,  locate  a  conference  room,  and  notify  everyone  of  the  time  and  place. 


Uicroson 


I  Professjonal^M 
Designed  for  WindH^^^Hjj^B 


Now  you  can  take  full  advantage  of  Windows  95. 

New  Microsoft  Office  was  designed  to  work  hand-in-hand  with  the  Windows'  95 
operating  system  and  its  simplified  user  interface.  To  make  the  most  of  32-bit 
performance,  long  filenames,  shortcuts,  multitasking,  and  the  Windows  Explorer. 
Together,  they  make  computing  fundamentally  easier  and  faster.  They  make  it 
possible  for  you  to  spend  less  time  computing,  more  time  working  effectively. 


Readers  Report 


DOES  JAPAN'S  FISCAL  TONIC 
HAVE  ANY  KICK?  

The  article  "Tokyo  is  finally  gi'abbing 
the  economy  by  the  horns"  (Interna- 
tional Business,  Sept.  25)  overestimates 
the  effect  of  recent  government  moves 
to  revive  the  Japanese  economy.  The 
yen's  ciuTent  lowei-  value  is  entirely  ar- 
tificial, and  its  maintenance  depends  in 
part  on  a  quick  revival  in  consumer 
spending  (which  would  increase  imports 
and  I'educe  the  trade  deficit)  in  order  to 
become  peiTnanent.  The  rise  in  the  Nik- 
kei index  since  its  June  low  has  had  al- 
most nothing  to  do  with  the  Sept.  8 
rate  cut  and  a  lot  to  do  with  foreign 
investment  in  the  market.  Foreigners 
are  in  effect  propping  up  Japan's  finan- 
cial system. 

Aside  fi'om  the  discount  rate  cut,  the 
Ministry  of  Finance's  moves  to  resolve 
the  banking  crisis  are  pathetically  weak, 
and  the  projected  solution  to  the  hous- 
ing-loan corporation  crisis  has  been 
pushed  back  to  December  at  the  earli- 
est. On  the  deregulation  front,  precious 
httle  has  actually  been  done.  If  there  is 
even  a  modest  turnaround,  it  is  likely 
that  the  process  will  gi'ind  to  a  halt. 

Finally,  the  likely  ascendancy  of 
Ryutaro  Hashimoto  to  Prime  Minister 
signals  a  return  to  old-style  Japan  Inc., 
a  world  where  bureaucrats  work  late 
into  the  night  devising  measures  to  ex- 
pand exports  and  limit  imports.  It 
might  work  in  the  short  iim,  but  never 
in  the  long  run. 

John  M.  Tofllemire 
Tokyo 

NICE  WORK 

IF  YOU  CAN  GET  IT  

Regarding  "The  Prince,"  (Cover  Sto- 
ry, Sept.  25),  let  me  understand  this. 
I'm  born  into  a  family  that  despotically 
I'ules  a  country  that  has  what's  prob- 
ably the  most  disparate  income  distri- 
bution in  the  world.  Among  other  trap- 
pings, my  palace  has  50  slaves  (at  least 
during  my  formative  years,  until  that 
practice  becomes  too  indecorous,  given 
the  abundance  of  moralizers  abroad). 
I  get  my  start  through  a  law  that  com- 
pels foreign  investors  to  pay  "a  local 
partner"  5%  of  their  total  investment, 
for  no  service  in  return.  Let's  also 
overlook  any  conflict  in  my  being  a 
member  of  the  royal  family. 

So  I  amass  a  small  fortune  through 
this  pi'ocess,  which  we  are  careful  not  to 
call  hakslteesh  or  la  mordida,  as  in  oth- 
er countries  where  it  is  less  institution- 
alized. And  the  culmination  is  a  glowing 
profile  in  business  wp:ek,  a  few  years 


later,  where  I  am  likened  to  Warren 
Buffett.  Wliere  do  I  sign  up? 

C.  B.  Maddox 
New  York 

A  DANGEROUS  GAME 

CALLED  OUTSOURCING  

Regarding  your  article  "Is  in-house 
design  on  the  way  out?"  (Design,  Sept. 
25),  many  organizations,  including  mine, 
are  beginning  to  outsource  r&d  to  out- 
side contractors  and  consultants.  As  you 
pointed  out,  these  secondaiy  soiu'ces  of- 
ten have  the  resources  and  knowhow 
required  to  generate  high-quality  prod- 
ucts in  shoiler  time  frames. 

Although  it's  a  short-tenn  benefit,  or- 
ganizations need  to  weigh  this  against 
the  potential  long-teirn  consequences  of 
having  the  understanding  of  important 
teclinologies  reside  outside  the  controlling 
and  responsible  organization.  If  a  product 
change  is  needed  as  a  result  of  a  mai-ket- 
or  quality-driven  situation,  the  organiza- 
tion must  respond,  and  the  outside  de- 
sign resource  may  not  be  available. 

Kevin  L.  Meyer 
Mountain  View,  Calif. 

RUMORS  OF 

CRAY'S  DEARTH  . . .  

In  your  article  "Cray's  feet  of  clay" 
(Developments  to  Watch,  Sept.  25),  yom- 
portrayal  of  "momentous  chang- 
es.. .  sweeping  the  supercomputer  in- 
dustry" noted  some  exciting  trends  but 
missed  the  point  that  Cray  Research 
Inc.  is  di'iving  many  of  these  changes. 
For  instance,  Cray  plans  to  ship  a  new 
supercomputer  line  with  top  speeds 
above  the  vaunted  teraflops  mark  (1 
trillion  calculations  per  second)  early 
next  year,  well  before  the  competing 
system  you  mention.  Advance  orders 
for  this  Cray  system  are  ahead  of  the 
pace  set  by  Cray's  current  product, 
which  in  1994  became  the  revenue  lead- 
er in  the  emerging  market  for  so-called 
scalable  parallel  systems. 

More  important,  these  systems  are 
already  being  used  for  innovative  new 
tasks  including  oil  exploration,  traffic 
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congestion  planning,  virtual  surjpEUNI 
and  advanced  medical  research. 

Steve  Cor 
Senior  Dir( 
Corporate  Communica 
Cray  Research 
Eagan,  I  |1' 


BOEING:  PORKLESS 
IN  SEATTLE 


Howard  Gleckman's  commentary 
magic:  Tfimmed  budget,  brim: 
trough"  (Government,  Sept.  4)  leave 
impression  that  large  U.  S.  coi-poral 
such  as  Boeing  Co.,  receive  substj 
"corporate  subsidies" — often  at  th(  jj 
pense  of  small  and  midsize  fii-ms 
the  Export-Import  Bank.  We  disag 

Boeing  does  not  receive  any 
government  funding  from  the  E 
Bank — and  never  has.  Ex-Im  Bank 
guarantees  to  foreign  airlines  ei 
them  to  purchase  U.  S.  aircraft, 
supporting  hundreds  of  thousandLJ 
U.  S.  aerospace  jobs  at  Boeing  an 
suppliers,  large  and  small,  nationv\ 
Ron  Woe 
PresT 

Boeing  Commercial  Airplane  G 
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IRE  UNDONE 

Rise  and  Hard  Fall  of  Chris  Whittle 

I  H.  Trimble 

16  •  353pp  •  $24.95 


BY  THE  HYPE, 
E  BY  THE  HYPE 


is  empire  and  reputation  in  tat- 
ters, erstwhile  media  magnate 
Christopher  Whittle  in  October, 
pped  out  a  1,500- word  mea  culpa 
Knoxville  News-Sentinel.  The 

0  had  salvaged  a  failing  Esquire 
le,  whose  Channel  One  network 
3n  advertisers  a  tap  into  school- 
's brains,  and  who  had  launched 
ilutionary  Edison  Project  school- 
plan,  felt  he  owed  an  apology 
doptive  hometown.  "Invention," 
ired,  "is  not  efficient.  Efficiency 
after  you  invent 
ng,  not  before.  And 
slits  of  invention  far 
h  the  wastes  inher- 
he  process." 

spin!  What  sizzle! 
:ter  claptrap!  With  a 
al  flourish,  the  na- 

1  of  Etowah,  Tenn., 
king  to  obscure  the 
t  he  had  killed  the 
omising  Whittle 
nications  with  a 
tion  of  personal  antl 
!  extravagances,  de- 
irecasts  of  revenue  gi-owth,  and 
'e-1980s  unwillingness  to  operate 
^  in  his  life  on  a  pay-as-you-go 
/ledia  conglomerates  including 
amer  Inc.  and  Philips  Electron- 
;ht  into  Whittle's  vision  and  lost 
Is  of  millions.  In  a  Nixonesque 
Whittle  told  the  New  Yorker 
le  that  he  was  not  a  huckster, 
son:  "A  huckster  has  an  intent 
ad." 

ips  that's  true.  But  it  hardly 
Tiittle  less  dangerous.  At  least  a 
r  stops  the  scam  when  he  has 
lis  mark.  The  honest  huckster — 
what  Whittle  was — is  scarier 
misled  himself,  he  doesn't  know 
I  stop  shilling.  He  victimizes  his 
md  destroys  himself, 
misguided  and  sometimes  ap- 


EMPIRE 
UNDONE 

VANCE    H  . 

TRIMBLE 

palling  behavior  is  given  sympathetic 
treatment,  and  ultimately  made  com- 
prehensible, in  Vance  H.  Trimble's  biog- 
raphy of  Whittle,  An  Empire  Undone. 
Trimble,  who  also  has  written  biogra- 
phies of  retailing  revolutionary  Sam  M. 
Walton  and  Federal  Express  Corp.'s 
Frederick  W.  Smith,  tells  Whittle's  sto- 
ry in  a  rambling,  conversational  style. 
The  book  has  a  pro-Whittle  slant,  no 
doubt  due  in  part  to  Trimble's  decision 
to  let  Whittle  read  the  manuscript  be- 
fore publication.  However  wi'ongheaded 
this  viewjDoint  is,  it  allows 
us  to  see  Whittle's  demise 
not  so  much  as  a  long-over- 
due comeuppance  as  the 
snuffing  of  potential. 

It's  easy  to  understand 
how  Whittle  developed  his 
inflated  self-confidence.  His 
very  ftrst  venture,  a  series 
of  guides  to  orient  college 
freshmen  to  their  new  lo- 
cales, lost  $60,000.  But 
Whittle  and  partners — re- 
cent University  of  Tennes- 
see graduates  all — persuad- 
ed a  UT  professor  to  keep  funding  them. 
And  the  guides  and  various  spin-offs 
eventually  earned  millions.  This  prompt- 
ed the  young  entrepreneur  to  target 
ever-larger  game:  advertisers  looking 
to  reach  narrowly  deflned  targets.  For 
them,  he  developed  single-advertiser 
magazines,  wall  posters,  and  other  new 
media.  All  were  heavy  on  advertising, 
light  on  content,  and  fat  targets  for  crit- 
ics of  Wliittle's  commercialism. 

In  1979,  Whittle  and  his  college  bud- 
dy PhiUip  Moffitt  shocked  New  York's 
media  community  by  acquiring  the  floun- 
dering Esquire.  By  1986,  Moffitt  and 
Whittle  split  up  their  partnership — and 
fiiendshiiJ — in  a  divorce  that  left  Whittle 
with  the  publisMng  company  and  Moffitt 
with  control  of  Esquire. 

Describing  this  period,  Ti-imble  be- 


MTTLE^S  EARLY  SUCCESS  FED 
5  INFLATED  SELF-CONFIDENCE 


U.S.  Savings 

Bonds 
Are  Now  Tax 
Free  For 

College. 
Good  News 

Today. 
Better  News 
In  18  Years. 


If  the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  It  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 


U.S.  Savings  Bonds 


Tlic  Gn-at  ,\n«'ni  aii  Investment 

A  niihlir  RPrvinp  nf  thit;  ni  ihlinatinn 


For  years,  your  sharpest  ideas  had  to  he  entrusted  to  tlie  dullest  overhead  projectors. 


And  then  you  discovered  that  a  presentation  v^ith  tilni  and  sound  and  animation  can  ht  in  a  briefc;ise. 


And  you  discovered  that  you  can  slip  200  megabytes  of  product,  pricing  and  competitive  updates  into 


And  you  discovered  that  you  can  add  French  subtitk 


And' 


For  more  information,  visit  us  on  the  Internet  at  http://v,'ww.info.apple.com/gomobile/ 
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a  sales  video  at  30,000  feet. 


eck  an  inventory  database  inlicoma  from  the  back  of  a  taxi. 


And  you  discovered  how  convenient  it  can  be  to  fax  a  purchase  order 


from  a  cafe  on  the  Champs-Elyse'es  to  a  desk  in  Seattle. 


how  powerful  the 
nputer  makes  you. 


And  you  discover: 


It's  not  how  powerful 
the  computer  is. 


100-117  Mil:  6(1 'n 
I'uwerl'C  chi/).  6.4  Ih 
JS'4hr  MMH ballen: 
'ii4"V(fAnrS\'(;Ascm'ii. 
:il>  III  64MB  mi  expaii 
ximi.  iif)  In  I  Id-: 


hard  ilriiv.  imtahh' 
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>!i\  hmll-iii  minimi 
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16  hil  nikii-iiiil 
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Introducing  Macintosh 
PowerBook  with  PowerPC." 


The  power  to  be  your  best 


inditvituils  u-ilb  Jmhility  f,  lami  more  fUS  onlyj.  aill  SOO-WO'HOH  or  W  HOO'jS-OdOI 


"I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.  Hoiv'd  you  become  a  v. p.?" 

f 

ii^>  ■       I      "/  made  a  great  deal  on  the  200,000 
gizmos  you  didn  't  sell  last  year. " 


Turn  your  excess  inventory  into  a 
tax  break  and  help  send  needy 
kids  to  college. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can 
mean  a  generous  tax  write  off  for  your  company. 


Call  (708)  690-0010 


Post  Office  Box  3021 
Glen  EUyn,  IL  60138 
Fax  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


Books 


gins  spelling  out  Wliittle's  chief  flav 
inability  to  delegate,  an  almost  me  i 
maniacal  belief  in  his  own  ideas,  ;•. 
huge  appetite  for  the  trapping 
wealth.  These  observations  are  oii 
side-by-side  with  Ti'imble's  odes  t  i 
entrepreneur's  charm  and  insight.  I. 
tered  by  a  partner,  Whittle  wenta 
creative  overdrive,  dreaming  up  i 
ideas  as  the  Special  Reparts  singl( 
ic  magazines  and  Channel  One. 
each  time  a  project  seemed  to  be  ' 
ing.  Whittle  began  to  brainstor; 
spin-offs,  with  his  plans  sketches 
on  yellow  legal  pads. 

Over  time.  Whittle's  investors  lejr 
to  dread  those  legal  pads.  Aftea 
quire  and  Special  Reports,  W: 
seemed  to  lose  the  golden  touch' 
he  continued  to  act  hke  a  Midasic 
Medici:  He  commissioned  celebrity  it 
tects  to  design  a  Vermont  vac;; 
home  and  a  lavish  New  York  ^ 
ment.  He  bagged  trophy  hires,  s^i 
former  Jimmy  Carter  aide  Hani.! 
Jordan  and  former  Yale  Univ(| 
President  Benno  C.  Schmidt,  at  p 
ly  salaries.  He  traveled  in  a  corf 
jet,  pledged  $5.2  million  to  ere 
Whittle  Scholars  program  at  vi 
spent  $50  million  on  a  Knoxville 
quarters — "historic  Wliittlesburg. 

The  author  shows  us  a  Whitthji 
reached  these  heights  just  as  his'< 
pany  was  hitting  its  depths.  The  jf 
cal  News  Network,  which  beameli 
veitising-supported  educational  ms| 
to  doctors'  offices,  was  a  bust.  Thtl 
cation  establishment  rejected  Chj 
One  as  crass  commercialism,  a 
raise  cash,  it  was  sold  to  the  K-I| 
vestment  firm.  Whittle's  lofty  pla 
Edison,  his  extravagance,  and  hi 
ings  as  a  manager  all  convergi 
group  of  backers,  led  by  Philips 
tronics,  seized  control.  Other  inv( 
bailed  out. 

The  Edison  Project— Whittle's 
brilliant  conception,  which  combin( 
manding  courses  with  the  latest 
nology  and  teaching  methods — fe 
tim  to  the  empire's  demise.  In 
the  project  was  scaled  down  as  ^ 
and  Schmidt  sparred  for  contr 
keep  Edison  afloat — and  to  hold  o 
modicum  of  control — Whittle  sold 
of  liis  foLU-  homes.  The  last  time  T| 
interviewed  him.  Whittle  rhapsi 
about  the  Edison  Project's  outlooli] 
yellow  legal  pads  already  had  iio' 
for  some  possible  spin-offs,"  Tt| 
writes.  All  together  now,  former 
tie  investors:  "Uh-oh." 

BY  DAVID  GRI 

Atlanta  bureau  chief  Greisirii 
ered  Whittle's  decline. 


rer  Corporation 


WE'RE  MAKING  IT  EASIER  FOR  YOU 

Today,  for  doctors  and  patients  alike,  the  diagnosis  has  never  been  better.  Because  thanl^s  to  diagnostic 
systems  developed  by  Bayer,  getting  quicic,  accurate  diagnosis  has  gotten  easier.  From  automated  analyzers 
that  allow/  hospitals  and  laboratories  to  get  precise  blood  and  urine  analyses,  to  blood  glucose  meters, 
which  let  people  \N\[h  diabetes  get  convenient  and  reliable  blood  glucose  readings  right  at  home. 

TO  GET  INSIDE  INFORMATION. 

Along  with  important  diagnostics,  including  medical  imaging,  Bayer  manufactures  pharmaceuticals  to 
treat  illnesses  from  hypertension,  to  heart  disease,  to  infection.  As  one  of  the  v^/orld's  leading  developers 
of  diagnostics  technology  and  pharmaceuticals,  our  name  goes  way  beyond  aspirin.  Because  at  Bayer,  we 
know  true  medical  progress  begins  with  products  that  give  you  and  your  doctors  every  advantage. 


There's  been  a 
slight  alteration  in 
the  big  picture. 


Vie  Crust 


Vie  Mantle 


A  few  decades  ago,  new  silicon  formations  appeared  on  Earth.  Computers.  ^ 
®  They  were  handy  for  organizing  information,  but  it  was  difficult  to  make 
them  talk  to  each  other.  Their  usefulness  to  business  was  limited.  ®  Enter 
NoveL — and  global  networking.  ®  For  ten  years,  we've  led  the  way  in  the 
sharing  of  information.  Now  it  s  clear  to  see:  earth  covers  rock,  information 
covers  earth.  And  no  computer  is  an  island.  <»  For  the  whole  story, 
^  check  out  http://www.iiovell.com  on  the  Internet,  or  call  us  at  1  800  289-NOVL.  j 


The  Atmosphere 


The  White  Space 
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BY  STEPHEN  H.  WiLDSTROM 

CAN  YOU  BANK  ON 
I-WAY  SECURITY? 


When  you  fire  up  Micro- 
soft's Windows  95,  the 
computer  starts  by  de- 
manding a  password.  The  se- 
curity looks  impressive,  but 
a  computer-literate  13-year- 
old  could  get  at  all  the  files 
on  the  hard  drive. 

Windows  NT  boots  up  with 
a  very  similar  log-in  screen. 
But  NT's  protection  against 
unauthorized  access  is  good 
enough  to  pass  stringent 
government  security  tests. 
How  are  you  supposed  to 
know  what  is  secure  and 
what  is  not? 

The  unfortunate  answer  is 
that  you  cannot.  The  latest 
reminder  came  when  two 
University  of  California 
students  discovered  a 
relatively  easy  way  to 
decryjDt  credit-card  num- 
bers and  other  suppos- 
edly secure  messages 
sent  out  by  Netscape 
Communications  Corp.'s 
popular  World  Wide 
Web  browser  soft- 
ware. Netscape 
moved  swiftly  to 
plug  the  hole,  and  the  com- 
pany's high-flying  stock  only 
swooned  briefly. 
"NOVICE  ERROR."  I  suspect, 
however,  that  the  incident  will 
have  longer-lasting  repercus- 
sions for  the  infant  business 
of  onhne  commerce.  People's 
willingness  to  engage  in  on- 
hne transactions  requires  "a 
perception  of  security,"  says 
Scott  Randall,  general  man- 
ager of  NECX  Direct,  which 
sells  computer  hardware  and 
software  over  the  Internet. 
Today,  that  perception  doesn't 
exist,  and  Netscape  and  oth- 
ers building  online  bazaars 
will  have  to  work  a  lot  hai'der 
to  create  both  a  sense — and 
the  reality — of  safety. 


Knowing  that  security  was 
the  key  to  Web  commerce, 
Netscape  made  the  right 
start  by  licensing  technolo- 
gy from  RSA  Data  Security 
Inc.,  the  acknowledged  lead- 
er in  the  field.  But  progi'am- 
mers  made  what  Purdue 
University  security  special- 
ist Eugene  Spafford  calls  a 
"novice  error."  One  of  the 
keys  to  Netscape's  encryp- 
tion and  decoding  process 
was  the  time  of  day 
of  the  transaction. 


Figuring  that  out  enabled 
someone  armed  with  the 
right  software  to  crack  the 
code  in  minutes. 

Netscape  is  hardly  the 
only  computer  company  to  be 
tripped  up  by  a  security 
blunder.  For  example,  Sun 
Microsystems  Inc.  once 
shipped  workstations  with 
microphones  set  up  so  that 
when  the  workstation  was 
connected  to  the  Internet, 
some  Net  surfers  could  lis- 
ten in  on  office  talk.  And  nu- 
merous software  companies 
have  spread  viruses  to  their 
customers  through  program- 
distribution  disks. 

Netscape  is  detemnined  not 
to  repeat  its  errors.  It  made 


details  of  the  repaired  Navi- 
gator available  for  public  in- 
spection, a  step  that  might 
well  have  avoided  the  original 
problem.  Navigator  2.0,  to  be 
shipped  by  yearend,  incorpo- 
rates both  stronger  encryp- 
tion and  a  provision  for  digi- 
tal signatures,  which  allow 
the  recipient  of  messages  to 
be  certain  that  the  sender  is 
who  he  or  she  claims  to  be. 
Such  "authentication"  is  vital 
to  the  growth  of  Net  com- 
merce, especially  riskier 
forms  such  as  online  banking 
and  business-to-business  ex- 
changes of  information. 

"There's  no  such  thing  as 
a  completely  safe  computer 
or  service,"  says  Spafford. 
"All  you  can  do  is  develop 
an  appropriate  level  of  tmst." 
Developing  that  trust  will 
take  hard  work  by  soft- 
ware companies  and  Net 
merchants,  and  the 
comfort  level  will  rise 
with  experience  and 
the  passage  of  time. 
Only  then  will  online 
sales  chmb  above  the 
low-seven-figure  busi- 
ness it  is  today. 
WILY  WAITERS.  A  few 
years  ago,  many  people 
were  reluctant  to  buy 
from  catalogs  by  giv- 
ing  out  credit-card 
numbers  over  the 
phone.  Even  today, 
there  are  probably 
*  riskier  places  to  use 
your  credit  card  than  the 
Net:  You  could,  for  instance, 
hand  it  to  a  clerk  or  waiter 
who  is  part  of  a  fraud  ring. 
Either  way,  yoiu-  liability  for 
fraudulent  use  is  limited  by 
federal  law  to  $50. 

It's  perfectly  reasonable, 
however,  for  consumers  to  be 
hypercautious.  Personally,  I'll 
be  willing  to  tiy  a  few  credit- 
card  transactions  after  the 
new  Netscape  Navigator  goes 
thi'ough  its  initial  shakedown. 
But  I'll  need  a  lot  more  con- 
vincing before  I'll  expose  my 
bank  account  to  online  per- 
ils. Right  now,  you  won't  be 
missing  much  if  you  let  online 
commerce  get  started  with- 
out you. 
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PORTABLES  I 
LAPTOP  OF  LUXURY 

Do  you  long  for  the  laptop  li 
has  everything?  Meet  the  n. 
IBM  ThinkPad  760CD.  Speci 
circuitry  lets  you  show  vcr- 
quality  video  that  fills  its  1 
Inch  active-matrix  display, 
industry  first.  Other  featurt 
include  a  keyboard  that  sl<  * 


for  more  comfortable  typin 
stereo  sound,  a  90-megah' 
Pentium  processor,  and  a 
gigabyte  hard  drive.  The  lil 
um-ion  battery  gives  a  cla 
3  to  9  hours  of  use,  and  yi 
can  easily  swap  the  co  dri' 
for  a  second  battery  withoi 
tools.  All  of  this  weighs  in 
hefty  7.4  pounds.  But  if  yo 
can  afford  the  $7,500  pric 
tag,  maybe  you  can  hires( 
one  to  carry  it  for  you 


iers,p; 


iKoda 


for  60 
ftlelii 


DOCUMENT  STOR/I 
THINKING  SMALL 

Most  big  corporations  hav 
programs  to  convert  millio 
paper  documents  to  digits 
ages  or  microfilm  and  stoiP 
them  in  computerized  ar- 
chives. But  high  costs  kep 
service  beyond  smaller  coi  U^j.^^^ 
nies'  reach.  DocStarfrom 
Wise  Designs  Inc.  (518  35 
6815)  now  offers  an  affori 
document  storage-and-rel  '^'^cdii 
al  system,  including  a  con 
er,  scanner,  and  a  high-cci 
ity  magneto-optical  storajW 
device.  The  system  can  be;| 
leased  for  $195  a  month  l[l 
to  1,000  documents  a  mo^ 
or  $295  for  unlimited  use 


IK.; 


;ita 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 
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Kodak  Digital  Science  DC40  camera 
sharp,  colorful  pictures  to  your  computer. 


Your  business  generates  dozens  of  reports, 
posals,  and  presentations  every  year. 
;uments  full  of  text  and  numbers.  Now 
gine  the  same  communications  illustrated 
1  colorfiil  pictures.  And  the  business 
mtage  you'd  have  with  the  power  of  color 
our  fingertips, 

Kodak  Digital  Science"  products  give  you 
:  power.  Every  integrated  Digital  Science 
.,  from  our  DC40  camera  to  our  thermal 


in  the  capture, 
manipulation,  and 
output  of  vibrant 
digital  pictures. 

Color  is  a 
powerful  language. 
One  that  speaks  to 


Save 

Ctrl  +  S 

Save  as 

Ctrl  +  Alt +  S 

Revert  to  Saved... 

Save  Text... 

Ctrl  +  Alt +  E 

Save  Page  as  EPS. 

.Ctrl +Alt  + Shift +  S 

Collect  for  Output... 

Ise  colorful  language 


Iters,  preserves  color  integrity,  fidelity, 
range.  Enabling  your  computer  system 
eproduce  the  rich,  true  color  you  only  get 
n  Kodak. 

For  60  years,  Kodak  has  studied  color. 
/V  the  human  eye  perceives  it,  how  the 
nan  being  responds  to  it.  Armed  with  that 
wledge,  Kodak  has  turned  the  creation  and 
oduction  of  color  images  into  an  exact 
nee.  Now  our  exclusive  color  science,  first 
ceived  for  film  photography,  has  advanced 
he  digital  arena  where  it  plays  a  vital  role 
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at  1-800-322-2177  ext.  101  in  the  U.S., 
1  -800-465-6325  ext.  36 1 00  in  Canada.  | 
Or  visit  us  on  the  Worldwide  Web  9 
at  http://www.kodak.com/  ^  ^ 

Colorful  pictures 
make  your 
communications 
come  alive. 
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Economic  Viewpoint 


BY  GARY  S.  BECKER 


HOUSEWORK:  THE  MISSING  PIECE 
OF  THE  ECONOMIC  PIE 


REAL  VALUE: 

Ignoring 
household 
labor  distorts 
growth 
statistics  and 
robs  those 
who  stay  at 
home-mostly 
women-of 
self-esteem 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


Household  production  is  an  important 
part  of  the  output  of  all  nations,  yet 
housework  is  not  recognized  when 
measuring  the  goods  and  services  that  make 
up  the  gross  domestic  product.  This  under- 
values the  contributions  of  women,  since 
they  are  responsible  for  most  of  household 
production. 

Famihes  and  other  households  are  in  effect 
small  factories  that  even  in  the  most  ad- 
vanced nations  produce  many  valuable  servic- 
es and  goods.  They  rear  children,  prepare 
meals,  and  provide  shelter.  They  take  care 
of  sick  members,  give  nui"sing  and  other  assis- 
tance to  the  elderly,  and  perform  many  other 
helpful  tasks. 

Women  contribute  about  70%  of  the  total 
time  spent  at  these  activities — even  in  egal- 
itarian nations  such  as  Sweden.  They  do  vir- 
tually all  the  housework  in  poorer  nations 
such  as  India.  Some  feminists  argue  persua- 
sively that  including  housework  in  the  gdp 
would  raise  the  "consciousness"  of  women, 
especially  in  the  less-developed  world  where 
women  are  badly  treated.  This  would  help  to 
improve  their  bargaining  position  in  mar- 
riage, since  many  housewives  would  "earn" 
more  than  their  husbands  if  a  woman's 
household  contribution  had  a  monetary  value. 
Yet  other  feminists  do  not  want  explicit  cal- 
culations of  production  for  housewives,  be- 
cause that  would  conflict  with  their  agenda  of 
getting  women  out  of  the  household  and  into 
the  labor  force. 

LONG  HOURS.  It  is  time  to  recognize  house- 
work as  part  of  the  goods  and  services  in  a 
nation's  gdp.  The  long  hours  spent  at  house- 
work suggest  that  production  in  the  home  is  a 
sizable  percentage  of  the  total  output  of  all 
nations.  After  all,  when  a  family  hires  some- 
one to  care  for  the  children,  clean  the  house, 
and  cook,  that  work  is  counted  in  the  gdp 
figures.  When  a  parent  does  it,  it  is  not. 

There  are  several  ways  to  quantify  and 
measure  household  production.  Although  gdp 
only  includes  the  production  of  goods  and 
services  that  are  bought  and  sold,  they  do 
include  a  value  for  owner-occupied  housing 
by  using  the  cost  of  rental  housing  that  has 
comparable  space  and  amenities  to  owned 
housing.  The  value  of  housework  can  be  meas- 
ured by  what  it  would  cost  to  buy  services  in 
the  marketplace  (such  as  baby-sitting)  to  re- 
place those  provided  by  parents. 

These  methods  are  used  by  Robert  Eis- 


ner  of  Northwestern  University  in  his  a 
study  The  Total  Incomes  System  of  Aca 
Eisner  finds  that  the  imputed  value  of  h 
hold  production  in  the  U.S.  exceeded 
than  20%  of  gross  national  product  froi 
mid-1940s  to  the  eai-ly  1980s— the  last  y( 
his  estimates.  Much  cruder  calculatioi 
the  U.  N.  in  its  latest  Human  Develo 
Report  indicate  that  household  product 
worth  more  than  40%  of  world  output, 
SWEDISH  SUBSIDIES.  Neglect  of  housi 
production  in  calculating  the  gdp  disi 
measures  of  economic  growth.  The  huj 
crease  in  labor-force  participation  of  mn 
women  during  the  past  several  decades 
mainly  at  the  expense  of  a  reduction  i 
time  women  spent  at  unpaid  householc 
duction.  The  rapid  increase  in  gdp  d 
these  decades  neglects  the  sizable  decl 
time  spent  on  housework. 

The  substitution  of  market  producti 
household  production  is  clearly  the  reas( 
the  rapid  expansion  of  the  child-care  ind 
since  the  late  1970s.  Working  women  re 
the  time  they  spent  caring  for  their  owi 
dren  by  hiiing  other  women  to  do  it  for 
Women  cared  for  one  another's  childrei 

My  colleague  at  the  University  of  Ch 
Shei-win  Rosen,  studied  a  situation  in  Sv 
where  the  child-care  industry  is  unui 
extensive,  partly  because  it  is  subsidizj 
the  government.  He  does  not  take  a  sta 
whether  children  are  harmed  when 
mothers  work.  However,  he  does  she 
these  subsidies  caused  considerable  inef 
cies  by  artificially  inducing  many  won 
enter  the  labor  force.  For  example,  sul 
lowered  the  price  to  women  of  child-car 
vices  below  its  true  cost.  I  found  his  c 
sions  persuasive,  but  they  have  been 
controversial  in  Sweden  because  many  f 
there  want  to  "nationalize"  the  fami 
making  government  responsible  for  chil( 
They  want  to  encourage  mothers  to  I 
the  labor  force  so  that  they  must  hire 
women  to  care  for  their  children.  I 

Including  housework  in  measures  (I 
would  raise  the  self-respect  of  wome 
men  who  stay  at  home  to  care  for  cm 
and  do  other  housework.  It  would  alsj 
vide  a  more  accurate  picture  of  GdI 
grovrth  and  might  lead  to  a  different  intj 
tation  of  public  pohcies  that  affect  the 
tion  of  time  between  household  wor 
market  work.  ' 
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office  quipment  next  to  your  PC. 
Blfs  a  laser-quality  printen  Bifs  a 
plain  paper  foe  Bit's  a  PC  fex. 
Bfe  a  scanner      a  copier  Ifs 
a  full-featured  telephone.  Plus  it 
includes  easy-to-use^  MutiPASS 
Desktop  Manager  f^r  Windows 
software  to  run  it  K  everything 
you  need  next  to  your  PC. 
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Perfect. 


he  human  mind  has  the  abihty  to  recall 
nation  visually.  But  can  a  client/server 
ase  advance  that  far? 
VeU,  IBM's  exclusive  Query  By  Image 
nt  (QBIC)  technology  lor  DB2  *  should 
your  eyes.  It  actually  lets  you  locate  a 
;  of  records  based  on  shape.  Or  color. 
ven  texture. 

1  means  faster  C  a  ii  your  soft 
s  to  the  data 

?ed— including  multimedia— to  make  better 
ess  decisions. 

Jot  that  such  advances  should  surprise 
BM  has  led  the  way  in  databases  as  long 
re  have  been  databases.  (Indeed,  DB2  is 
•k  in  over  90%  of  the  FORTUNE  500".) 
)B2  has  a  history  of  oftering 
I  innovations  for  information 
gement— with  tools  that  let 
o  everything  from  managing 
database  remotely  to  setting 


up  a  database  to  exist  in  several  places  at  once. 
And  while  DB2  stands  out  from  other  data- 
bases, we  designed  it  to  lit  very  comfortably 
into  any  business  environment. 

DB2  meets  open  industry  standards,  so  it 
will  run  on  many  popular  systems.  And  it's 
been  engineered  so  your  database  will  deliver 

both  speed  and 
are    do    this  ?       efficiency  from 

anv  size  server. 
From  two  users  to  more  than  l()(),000.  From 
megabytes  of  information  to  terabytes. 

To  make  your  business  iniormation  more 
accessible,  just  contact  us  at  1  800  IBM-3333, 
ext.  GA  060,  or  come  visit  our  web  site  at 
http://www.soltware.ibm.com.  You'll  find  out 
why,  for  so  many  companies,  DB2 
is  the  shape  of  things  to  come. 
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Economic  Trends 


BY  CHRISTOPHER  FARRELL 

EXPORTS:  THESE 
SPOTS  ARE  HOT 

Some  regions  get  a  bigger  boost 

Exports  are  playing  an  ever-larger 
role  in  the  U.  S.  economy.  What's 
more,  they  are  exerting  a  powerful — 
although  uneven — influence  on  regional 
gi-owth.  Last  year,  merchandise  exports 
accounted  for  an  8.6%  share  of  gi'oss 
domestic  product,  up  fi'om  5.9%  in  1988. 
But  in  the  Pacific  region,  according  to 
Steven  G.  Cochrane,  economist  at  Re- 
gional Financial  Associates  Inc.,  mer- 
chandise exports  as  a  share  of  gross 
state  product  (GSP)  rose  from  7.7%  in 
1988  to  12.1%  in  1994.  This  part  of  the 
countiy  benefited  from  explosive  growth 
in  the  Pacific  Rim  countries  of  Asia. 
And  in  California,  export  growth  of 
more  than  15%  last  year  contributed 
1.5  percentage  points  to  gsp  and  was  a 
vital  force  behind  the  Golden  State's 
economic  recovery. 

Similarly,  the  industiial  Midwest  is  an 
export  leader.  The  contribution  of  ex- 
ports to  Micliigan's  economic  growth  dou- 

ALL  REGIONS  SHARE  IN 
WORLD  TRADE 

EXPORT  SHARE  OF  GROSS  STATE  PRODUCT 
1988  1994 

New  England  5.0%  7.5% 

Middle  Atlantic  4.5  6.4 

South  Atlantic  4.5  7.2 

East  North  Central  5.9  9.3 

East  South  Central  3.6  6.4 

West  North  Central  3.6  5.4 

West  South  Central  9.2  13.0 

Mountain  3.1  6.0 

Pacific  7.7  12.1 

DATA  REGIONAL  FINANCIAL  ASSOCIATES  INC 

bled  in  1994,  as  exports  of  autos,  auto-re- 
lated pi'odiicts,  and  industrial  machinery 
boomed.  In  the  mountain  states,  gi'owth 
would  have  been  1.1  percentage  points 
lower  last  year  without  exports.  Col- 
orado's industrial  machinery  and  com- 
puter-equipment sales  gained  50%  over 
last  yeai',  to  $1.8  billion,  for  example.  In 
the  Northeast,  however,  the  impact  of 
exports  has  been  just  about  avei-age  in 
I'ecent  years,  says  Cochrane. 

Of  course,  being  dependent  on  inter- 
national trade  can  backfii'e,  at  least  in 
the  short  run.  Last  year.  West  South 
Central  states  such  as  Texas  and 
Louisiana  received  the  largest  regional 
boost  fi'om  overseas  sales.  Thanks  lai'ge- 


ly  to  trade  with  Mexico,  exports  boost- 
ed Texas'  growth  by  nearly  two  per- 
centage points  in  1994.  With  the  Mexi- 
can economy  now  in  a  severe  recession 
and  the  peso  devalued,  U.  S.  merchan- 
dise exports  to  Mexico  in  the  second 
quarter  of  1995  were  down  by  15%  fi*om 
the  fourth  quarter  of  last  year.  Mexico 
won't  generate  much  export  activity  in 
the  Southwest  this  year  or  next. 


REINING  IN  l.S. 
HEALTH  COSTS 

Insurance  premiums  trail  inflation 

Good  news  from  the  health-care 
ti'ont.  For  the  fb-st  time  in  10  yeai's, 
the  rate  of  growth  in  private-sector 
medical  cai'e  premiums  fell  below  the 
rate  of  overall  inflation  and  medical  in- 
flation, according  to  a  survey  by  kpmg 
Peat  Marwick.  Corporate  cost-contain- 
ment efforts  through  the  widespread 
use  of  managed  care  plans,  such  as 
health  maintenance  organizations  and 
preferred  provider  organizations,  are 
clearly  woi'king.  In  its  fifth  annual  sur- 
vey of  health  benefits,  the  fu'm  found 
that  corporate  health  plan  pi'emiums  in- 
creased an  average  of  just  2.1%  so  far 
in  1995  vs.  a  3.2%  rise  in  overall  infla- 
tion and  a  4.6%  advance  in  medical  in- 
flation. The  improvements  in  limiting 
premium  price  increases  are  striking. 
As  recently  as  1991,  premiums  jumped 
by  11.5%'.  ' 


WHAT  RUSSIANS 
REALLY  MAKE 

They're  getting  more  than  wages 

What's  going  on  in  Russia?  Econo- 
mists are  scratching  their  heads 
over  the  yawning  gap  between  income 
and  wages  in  post-communist  Russia. 
Since  1990,  real  wages  have  plunged  by 
more  than  60%-,  while  real  national  in- 
come has  barely  budged.  One  reason 
may  lie  in  a  shift  in  employee  compen- 
sation from  wages  to  other  types  of  in- 
come, says  Gregory  Fossedal,  dii-ector  of 
emer-ging  mai'kets  at  Lehr-man  Bell 
Mueller-  Cannon  Inc.,  an  economic  for'e- 
casting  fir-m  in  Ar-lington,  Va. 

Labor  income  is  heavily  taxed  in  Rus- 
sia, with  a  top  income-tax  r-ate  of  62%-  on 
$10,000  a  year  and  49%  on  $5,000.  In 
shar'p  contr-ast,  taxes  on  business  and 
property  income  r-ange  fi'om  28%  to  38%. 
Thus,  companies  are  inci'easingly  paying 


REAl WAGES 


some  of  their 
workers'  salaries 
in  stock,  dividends, 
and  other  lower- 
taxed  income,  says 
Fossedal. 

One   tactic  is 
for  an  employer 
to  open  a  special, 
high-interest  ac- 
count in  a  bank 
for  employees. 
The  gains  in  these 
accounts  are  taxed 
at  12%  to  38%, 
without  Social  Se- 
cmity  taxes.  Com- 
panies can  also  use  these  banl 
arrange  loans  at  1%-  interest  to  en 
ees,  says  Fossedal.  The  numb 
Russian  commercial  banks  has  g  '^[^^ 
from  fewer  than  700  at  the  end  of 
to  more  than  3,500  today,  and  soi  ffs'n 
this  gi'owth  is  tax-related.  Per 
"bank"  is  becoming  less  of  a  four-! 
word  in  Russia. 
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GONGING 
THE  BELL  CURmm 

A  study  says  it  misreads  key  da 


mi 


Iti 


Those  who  attack  The  Bell  C 
and  its  claim  that  IQ  is  the 
important  factor  behind  economii 
social  success  in  America  are  g( 
new  ammunition.  A  National  Bur( 
Economic  Research  paper  by  Sa 
D.  Kor-enman  of  the  University  oi 
nesota  and  Cliristopher  Winship  oi 
vard  Univer'sity  r-eanalyzes  the  dal 
hind  the  late  Richar-d  J.  Hermstei 
Charles  Murray's  conclusions 
throws  cold  water  on  their  judgm 

The  NBER  study  ar-gues  that  TTi^^esiii 
Curve's  estimates  of  the  impact 
are  overstated  because  Hen-nstei 
MmTay  r-ely  on  too  narrow  a  measi 
parental  social  and  economic  sta 
based  on  education,  occupation,  ai 
come  only.  Winship  and  Koi'enma 
other  important  elements  to  f| 
backgr-ound,  such  as  whether  a 
gr-ew  up  in  a  single-parent  hou^ 
and  lived  in  an  ur'ban  neighborl 
Their  expanded  measure  finds  bU 
matically  bigger*  effect  fi"om  family 
gr-ound  on  socioeconomic  outcome!| 
r-enman  and  Winship  go  on  to  esi 
that  the  effects  of  family  backg:] 
could  be  as  much  as  two  to  four 
as  large  as  the  eftect  of  IQ.  The  i' 
Native  intelligence  is  only  one  of  f| 
al  factors  detemiining  who  gets  a 


mil) 


34  BUSINESS  WEEK  /  OCTOBER  16.  1995 


isiness  Outlook 


MES  C.  COOPER  &  KATHLEEN  MADIGAN 


IE  ECONOMY  LOOKS  POISED 
I  PICK  UP  A  NOTCH 


IS.  ECONOMY 


rPUT  PICKS  UPAS 
VENTORIES  FALL 


When  the  Commerce  Dept. 
first  reported  the  second  quar- 
weak  economic  growth,  economists  said  not  to 
Their  argument:  The  mix  of  sturdy  demand 
.  slowdown  in  inventories  impUed  good  things 
future  growth.  The  way  the  third  quarter  is 
ig  up,  you  can  get  ready  for  the  same  spiel, 
ed  on  the  third-quarter  data  available  so  far  on 
mer  spending,  construction,  and  personal  income, 
n  the  implications  from  the  latest  purchasing 
^ers'  report,  real  gross  domestic  product  last 
sr  appears  to  have  grown  at  an  annual  rate  of 
2.5%,  up  from  1.3%  in  the  second  quarter.  The 
lumber  will  depend  greatly  on  what  Commerce 
ates  for  inventory  growth  and  net  foreign 
—two  sectors  of  the  economy  for  which  there  are 
third-quarter  monthly  data  available. 

What's  clear  is  that  demand 
by  consumers  and  businesses 
held  up  well.  Real  final  sales 
probably  advanced  close  to 
their  3.4%  pace  of  the  second 
quarter.  Rising  aftertax  in- 
comes, good  job  gains,  and  a 
surge  in  August  car  buying 
combined  to  lift  consumer  out- 
lays. And  while  business  in- 
vestment in  equipment  slowed, 
outlays  for  nonresidential 
ig  took  up  some  of  the  slack  in  investment, 
the  same  time,  businesses  kept  whittling  away  at 
excess  inventories.  The  rebound  in  industrial  out- 
iggests  that  whatever  surplus  merchandise  that 
uilt  up  was  sold  off  by  the  end  of  September 
).  Inventory  adjustment  no  longer  will  be  a  signif- 
irag  on  gdp  growth  in  coming  quarters.  In  fact, 
lerce's  monthly  data  show  that  manufactming  in- 
ries  held  steady  in  August. 
5  mix  of  resilient  demand  and  stable  inventories  is 
;he  outlook  for  the  fouith  quarter  and  beyond 
sts  the  economy  will  be  stronger  than  its  2%-or- 
:e  during  the  fii-st  three  quarters  of  1995. 

DYING  GROWTH  PROSPECTS  were  a  key  rea- 
hy  the  Federal  Reserve  held  rates  steady  at  its 
26  policy  meeting.  In  fact,  as  far  as  future  policy 
Dns  go,  the  economy's  health  and  inflation  seem 
to  take  a  back  seat  to  the  federal  budget  debate, 
t  was  the  implication  fr-om  the  recently  released 
es  of  the  Fed's  Aug.  22  meeting.  The  report  said 


INVENTORIES 
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that  "consideration  would  need  to  be  given  to  an  adjust- 
ment in  the  committee's  policy  stance,  especially  if 
substantial  fiscal  restraint  were  to  be  enacted." 

Such  an  overt  statement  might  have  been  directed  at 
Congress  and  the  White  House,  rather  than  at  the  fi- 
nancial markets,  the  usual  target  of  arcane  Fedspeak. 
The  Fed  appears  to  have  been  extending  the  can-ot  of 
lower  rates  if  Washington  can  put  together  a  credible 
package  of  deficit  reduction. 

The  Fed  next  meets  on  Nov.  15,  two  days  after  the 
expiration  of  the  cun-ent  continuing  resolution,  which  is 
temporarily  funding  the  government.  Unless  a  budget 
agreement  is  hammered  out  by  then,  the  Fed  seems 
Hkely  to  leave  poHcy  on  hold  yet  again. 

IF  THE  LATEST  DATA  were  the  only  factor  in  the 
Fed's  thinking,  you  could  start  putting  away  your 
hopes  for  another  rate  cut.  They  suggest  that,  just 
when  the  maximum  impact  of  past  rate  hikes  is  coming 
to  bear,  the  economic  outlook  is  gi'adually  improving. 

For  example,  throughout  this  year's  slowdown,  con- 
sumer spending  has  been  resilient.  That  has  been  a 
key  factor  helping  businesses  restore  balance  to  their 
inventories.  Consumer  spending  on  goods  and  ser- 
vices, adjusted  for  inflation,  surged  0.8%  in  August. 
Even  if  September  outlays  were  flat  from  August, 
real  consumer  spending  for  the  third  quarter  will 
have  risen  at  an  annual  rate  of  3.5%  (chart). 

A  jump  in  car  sales  account- 
ed for  most  of  the  August  in-     SPENDING  AND  INCOMES 
crease.  Excluding  motor  vehi-         LOOK  STURDIER 
cles  and  parts,  real  outlays  |    ^  ^ 

rose  only  0.2%.  Car  sales  in 
September  appear  to  have 
cooled  off  from  August's  15.7- 
milhon  annual  pace.  However, 
the  strike  at  Ryder  Systems 
Inc.,  the  trucking  company 
that  delivers  a  lot  of  Detroit's 
vehicles — especially  for  Gen- 
eral Motors  Coi-p.— depressed  sales. 

Nonauto  sales  seem  to  have  held  firm  in  September, 
judging  by  the  weekly  survey  of  department  and  dis- 
count stores  by  Johnson  Redbook  Service.  Through 
Sept.  30,  the  Redbook  tally  shows  a  1.4%  sales  gain 
from  August. 

One  reason  is  healthy  income  growth.  Although  per- 
sonal income  was  flat  in  August,  and  real  aftertax 
earnings  were  down  slightly,  strong  gains  in  both  June 
and  July  mean  that  third-quarter  income  still  scored  a 
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good  gain.  The  bad  news  for  retailers  is  that  shop- 
pers still  head  for  the  sale  tables  first. 

For  manufacturers,  the  pickup  in  consumer  demand 
is  allowing  inventories  to  adjust  more  quickly,  paving 
the  way  for  faster  production  and  hiring. 

In  fact,  that  shift  may  already  be  occurring,  accord- 
ing to  the  September  survey  of  the  National  Associa- 
tion of  Purchasing  Management.  The  napm's  overall 
index  edged  up  to  48.3%  in  September  from  46.9%  in 
August.  The  index  is  still  below  the  50%  mark,  indicat- 
ing the  factory  sector  remains  lackluster. 

However,  the  sluggishness  can  be  traced  to  a  big 
drop  in  the  inventory  index,  which  fell  from  45.2%  in 
August  to  40.8%  in  September,  the  lowest  reading  in 
nearly  four  years.  The  napm  said  that  its  other  indica- 
tors of  factoiy  health — output,  new  orders,  and  employ- 
ment— picked  up  in  September.  A  busier  factoiy  sector 
in  September  is  also  indicated  by  the  business  week 
production  index.  Also,  the  napm's  index  of  prices  paid 
fell  for  the  eighth  month  in  a  row. 

OF  COURSE.  CONSUMER  SPENDING  is  not  the  sole 

reason  to  expect  the  economy  to  pick  up  steam.  Busi- 
ness investment  and  housing  also  added  to  gTowth  in 
the  third  quarter  and  should  help  out  in  coming  quar- 
ters as  well.  Business  equipment  investment  showed 
some  weakness  in  the  third  quarter.  But  after  grovd:h 
rates  averaging  18%,  a  pause  is  not  unusual. 


A  SUMMER  PICKUH 
IN  CONSTRUCTIOM 


However,  businesses  are  spending  more  on  new 
struction.  Total  new  outlays  for  building  projects  sli| 
an  unexpected  0.2%  in  August,  but  that  followed  ji 
of  0.9%  in  June  and  1.6%-  in  July.  Even  after  adju5| 
for  prices,  construction  staged  a  comeback  in  the 
mer  (chart).  Most  of  that  bounce  came  from  comme 
real  estate  projects,  especially  retail  space. 

In  addition,  home  buying 
has  held  up  surprisingly  well, 
given  the  tight  stance  of  Fed 
policy,  and  that  demand  has 
kept  homebuilding  afloat.  New 
single-family  home  sales  fell 
9.6%  in  August  to  an  annual 
rate  of  710,000.  But  the  drop 
reflected  a  strong  revision  in 
the  July  sales  rate  from 
715,000  to  785,000. 

So  far,  the  third-quarter 
new-home  sales  pace  is  far  above  the  second-qua 
rate.  That  has  helped  to  clear  out  the  supply  of  ui| 
homes — another  example  of  inventory  adjustment 
in  the  economy. 

While  the  monthly  numbers  have  looked  a  bill 
even — a  key  reason  why  the  mai'kets  have  roUer-cJ 
ered — the  summer  data  echo  the  spring.  The  ecoil 
may  not  look  too  exciting,  but  as  most  economists 
tell  you,  there's  not  much  reason  to  worry,  either! 
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THE  PAIIV  MAY  START  TO  EASE  A  BIT 


Argentina's  economy  remains 
mired  in  recession,  but  the 
outlook  is  improving.  One  reason 
is  because  of  waning  fears  that 
Economy  Minister  Domingo  Ca- 
vallo,  the  author  of  the  country's 
successful  reform  pro- 
gram, will  resign  amid 
clashes  with  politicians 
over  his  assertions  in 
mid-AugTist  of  coriiipt 
practices  in  the  policy- 
making process. 

In  late  September, 
Cavallo  traveled  to  the 
U.  S.  and  Europe  to 
assure  investors  that 
he  is  committed  to 
working  with  President  Carlos 
Menem  and  that  the  government 
remains  dedicated  to  policies  that 
encourage  a  sound  currency  and 
low  inflation.  As  a  result,  Ai'gen- 
tine  stocks  began  to  rally  in  late 


OUTPUT  CONTINUES 
TO  PLUNGE 
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September,  after  falling  some  17% 
since  mid- August. 

The  political  ftiction  arises 
mainly  from  the  recession's  added 
sting  amid  Cavallo's  painful  re- 
forms. Argentina's  real  gi'oss  do- 
mestic product  fell 
3.7%  in  the  second 
quarter,  the  first  de- 
cline after  four  years 
of  gi'owth  averaging 
7.6%'  per  year.  The  re- 
cession stemmed  from 
capital  flight  in  fear 
that  Ai'gentina  would 
devalue  its  cmTency 
after  the  Mexican 
peso  crisis.  By  all 
signs,  the  contraction  continued  in 
the  third  quarter.  Industrial  out- 
put through  August  remains  in  a 
steep  drop  (chart). 

The  official  forecast,  recently 
lowered,  calls  for  1%  economic 


growth  in  1995  and  a  rebound  1 
5%  in  1996,  with  inflation  holdii 
at  about  3%  next  year.  Private 
analysts  are  less  upbeat  about 
gi-ovrth.  They  expect  1995  gdp  I 
be  flat  to  down  a  bit,  with  199c 
gi'owth  closer  to  3%-.  1 

A  key  clash  centered  on  splii 
ting  Cavallo's  ministry,  thus  dil| 
ing  his  influence,  in  a  bid  to  re-| 
verse  falling  production  and  ris 
joblessness,  now  at  a  record 
18.6%.  Menem's  draft  1996  bud, 
appears  to  reject  such  a  plan.  1 
fact,  the  proposed  balanced  bu( 
get  is  a  vote  of  confidence  for 
Cavallo.  It  is  austere  and  refle( 
policies  consistent  with  Interna 
tional  Monetary  Fund  guidelim 

With  deposits  slowly  retumii 
to  the  banking  system  and  for€ 
capital  flowing  in  again,  the  foi 
dations  for  recovery  are  gradu; 
falling  into  place. 
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AIRLINES 


BIRD-HUNTING 
SEASON? 


A  possible  USAir  deal  may  signal  more  consolidation 


stem 
?rthi 
part) 


For  U.  S.  airlines,  the  drumbeat  of 
retrenchment  has  been  echoing  for 
years.  Now,  with  usAir  Inc.'s  sud- 
den announcement  on  Oct.  2  that 
it  is  holding  preliminaiy  merger  talks 
with  both  United  Aii-lines  and  American 
Airlines,  a  new  period  of  consolidation 
may  be  about  to  begin.  Even  the  pos- 
sibility that  United  or  American  may 
pull  off  a  deal  to  buy  ailing  usAir  could 
well  force  rivals  to  contemplate  bulk- 
ing up,  too.  "Once  you  pull  that  trig- 
ger, you've  got  all  the  other  gunslingers 
out  there,"  says  Jon  F.  Ash,  managing 
director  of  consulting  firm  Global  Avia- 
tion Associates  Ltd. 

Indeed,  the  uSAir  merger  talks  are 
likely  to  have  far-reaching  ramifications. 
The  talks  could  help  recb-aw  the  interna- 
tional aviation  map,  if  usAir  partner 
British  Ail-ways  plc  is  forced  to  cut  a 
new  deal  with  another  U.  S.  carrier. 
Watching  its  major  rivals  on  the  move. 
Delta  Air  Lines  may  have  to  consider 
getting  into  the  act,  especially  given 
that  a  combined  United-usAir  or  Amer- 
ican-usAir  would  hold  nearly  30%  of 
U.  S.  domestic  traffic.  Ditto  weaker  car- 
riers such  as  Continental  and  twa, 
which  is  scarcely  in  better  shape  than 
USAir.  Most  of  all,  the  talks  are  forcing 
executives  to  abandon  their  all-consum- 
ing focus  on  retrenchment.  The  big 


A  BOUNCE-BACK 
IN  PROFITS... 


question  now,  says  a  former  top  airline 
executive:  "How  do  you  position  your 
[carrier]  with  a  large  enough  presence 
and  market  share  to  win  in  the  next 
downturn?" 

Of  course,  any  deal  is  still  a  long 
shot.  Antitrust  issues,  thorny  labor 
problems,  and  financial  obstacles  may 
prove  insuiTnountable.  Many  investors 
are  hardly  enthusiastic  about  a  possible 
combmation.  The  day 
after  announcement 
of  the  talks,  usAir's 
stock  jumped,  but 
that  of  UAL,  parent 
of  United,  fell  3.5%, 
while  shares  in  amr, 
parent  of  American, 
dropped  3%. 
BIG  LOSSES.  If  a  deal 
does  come  off,  ana- 
lysts see  all  sorts  of 
intriguing  combina- 
tions being  consid- 
ered in  its  wake. 
Northwest  Airlines, 
now  one  of  the  indus- 
try's most  profitable 
carriers,  could  make 
a  nice  fit  with  Delta 
or  Continental,  wliich 
has  dramatically  im- 
proved operations. 


analysts  say.  Continental's 
hubs  in  Houston  and 
Newark  would  com- 
plement Northwest's 
strongholds  in  Min- 
neapolis, Detroit, 
and  Memphis. 
And  Delta 
could  benefit 
fi'om  North- 
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strong  routes  in  the  northern 
,nd  the  Pacific.  Indeed,  if  a  uSAir 
n't  squelched  by  poHtical  or  anti- 
oncerns,  "everyone  will  be  stum- 
ver  themselves"  to  find  then-  own 
r  partners,  predicts  one  airline 
ive. 

r  itself  will  be  pushing  hard  to 
something  happen.  Its  motivation 
•:  survival.  Although  uSAir  finally 
to  the  black  m  the  second  quarter, 
)osted  losses  of  neai'ly  $3  billion  in 
it  five  yeai's,  suffered  two  fatal  aii' 
es,  and  scuttled  talks  this  siunmer 
wrest  $2.5  biUion  in  concessions 
from  its  unions.  Chief  Executive 
Seth  E.  Schofield,  who  had 
planned  to  resign,  now  will 
stay  on  until  the  merger 
talks  are  concluded. 
Meanwhile,  uSAir's 
scr'imble  to  hook  up 
with  a  stronger  ri- 
val is  already 
having  widening 
I'evei-berations. 
For  instance, 
British  Air- 
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ways,  which  owns  21.5%  of  usAir,  'has 
been  helped  mightily  by  its  three-year 
partnership  with  the  U.  S.  earner,  de- 
spite recently  having  to  wi-ite  down  half 
its  $400  milhon  investment:  It  claims  its 
stake  in  usAir  has  brought  it  $100  million 
worth  of  benefits  fi-om  sharing  facilities 
and  feeding  passengers  into  its  interna- 
tional routes.  Without  usAir,  "ba's  whole 
tr'ansatlantic  network  would  be  in  jeopai- 
dy,"  says  a  fonner  United  executive. 
CACTUS  DANCING.  BA  itself,  like  other 
foreign  caniers,  is  excluded  under-  U.  S. 
law  from  doing  a  full  buyout.  If  United 
were  to  buy  usAix;  it  likely  would  have  to 
choose  between  sticking  with  current 
partner  Lufthansa  and  switching  to  ba. 
And  if  American  does  the  deed?  Soiu'ces 
close  to  the  carrier  say  it  was  talking 
with  BA  about  an  alHance  before  it  ever 
contemplated  a  deal  with  u.SAir.  But 
American  and  ba  are  big  competitors  in 
the  transatlantic  market.  And  then 
there's  the  possible  cultui'e  clash  between 
ba's  domineering  chairman.  Sir  Colin 
Marshall,  and  amr  Coip.'s  strong-willed 
Robert  L.  Crandall.  "It  would  be  hke 
rolling  aroimd  with  a  cactus,"  says  Chris 
Avery,  a  London- 
based  analyst  with 
Paribas  Capital  Mar- 
kets Group. 

The  pitfalls  of  a 
USAir  deal  may  weigh 
heavily  against  the 
enticements.  usAir's 
East  Coast  network 
would  fill  gaps  for 
United  and  American 
and  boost  transatlan- 
tic traffic.  But  that 
could  be  more  than 
offset  by  usAir's  sky- 
high  costs  and  intran- 
sigent labor  force, 
says  Steve  Lewins, 
an  analyst  at  Gnintal 
&  Co.  "I  hope  the 
stock  prices  come 
down  so  far  so  fast 
that  the  idea  gets 
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abandoned  quickly,"  he  says.  A  deal  also 
would  undeiTnine  American's  and  Unit- 
ed's  plans  to  boost  their  below-invest- 
ment-grade  credit  ratings  by  adding 
about  $7.9  billion  of  debt  and  leases  to 
the  acquii'er's  balance  sheet. 

Financing  problems  pale  compared 
with  the  labor  complexities.  A  usAir  pi- 
lot-union source  points  out  that  a  mer- 
ger would  lead  to  inevitable  conflicts  in 
merging  seniority  lists,  and  he  woiries 
about  possible  job  losses.  Then  there 
would  be  the  effect  on  cost-cutting  if 
employees  get  riled  up.  American  is  try- 
ing to  gain  $300  milhon  in  cost  savings 
fi'om  its  pilots,  and  it  has  vowed  not  to 
invest  more  in  the  airhne  business  until 
it  brings  costs  down.  United  last  year 
sold  a  majority  stake  in  the  canier  to 
its  unions,  after  wresting  $5  biUion  in  la- 
bor concessions.  Employees  there  might 
resist  any  deal  that  dilutes  their  invest- 
ment. "How  does  [a  possible  deal]  work 
for  us  as  shareholders  and  employees?" 
asks  a  source  close  to  United's  pilot's 
union.  "It  has  to  pass  both  tests." 

Still,  the  pressure  will  be  intense  for 
some  sort  of  usAir  buyout,  even  if  the 
carrier  ends  up  being  sold  off  in  pieces. 
American  is  particularly  worTied  about 
the  pi'ospect  of  usAir-  falling  into  Unit- 
ed's hands.  Nabbing  the  canier  for  itself 
would  give  American  coveted  slots  at 
Chicago's  O'Hare,  New  Yor-k's  LaGuar- 
dia,  and  Wasliington's  National  Air-porl. 
That  could  help  American  narrow  the 
gap  with  United  in  Chicago,  where  it  is 
a  str-uggling  No.  2  despite  its  massive 
hub  thei'e.  Mulling  a  usAir  deal  is  "a 
top-bur-ner  issue"  at  American,  says  a 
source  close  to  the  company. 

The  nation's  two  largest  carriers  may 
yet  pass  on  doing  a  deal  for  usAir-,  de- 
spite their  intense  rivalr-y.  But  they 
have  opened  the  door  to  a  possible 
shakeup  in  an  industry  that  lately  has 
seemed  downright  staid. 

By  Wendy  Zellner  in  Dallas,  with 
Christina  Del  Valle  in  Washington,  Su- 
san  Chandler  in  Chicago,  Paula  Dwyer 
in  London,  and  Stewad  Toy  in  Paris 
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ON  A  CLEAR  DAY.  YOU  CAN  SEE 
A  BUDGET  DEAL 

The  GOP  infights  are  ugly,  but  Bill  and  Newt  may  come  to  terms 


House  Republicans  attack  as  ti'eason 
Senate  Republican  talk  of  scaling 
back  a  $245  billion  tax  cut.  House 
Speaker  Newt  GingTich  (R-Ga.)  suffers 
an  embairassing  setback  when  rebellious 
rookies  sink  a  leailership-backed  defense 
appi'opriations  bill.  And  polls  show  that, 
increasingly,  voters  ai-e  convinced  that 
GOP  deficit-cutting  plans  are  a  radical 
raid  on  America's  social  safety  net. 

Given  the  turmoil,  it's  no  surprise 
that  the  conventional  wisdom  increasing- 
ly says  that  the  wheels  are  coming  off 
the  Republican  Revolution.  But  while 
GOP  troops  are  suffering  theii'  first  real 
casualties  in  their  war  on  the  Welfare 
State,  their  balanced-budget  mission  re- 
mains alive  and  well.  Indeed,  even  as 
scjuabbling  Republicans  regi'oup  during 
Congi'ess'  Columbus  Day  I'ecess,  strate- 
gists on  both  ends  of  Pennsylvania  Ave- 
nue see  the  emerging  outlines  of  a  bud- 
get pact  that  gives  Republicans  many  of 
their  key  agenda  items. 

The  reason:  President  Clinton  and  his 
GOP  antagonists  have  significantly  nar- 
rowed their  policy  differences,  having 
concluded  they  have  far  more  to  lose 
from  a  budgetary  blowup 
than  from  an  llth-hour  ac- 
commodation. "When  you 
start  to  piece  things  together, 
you  have  the  makings  of  a 
deal,"  says  a  top  Clinton  ad- 
viser. Adds  Representative 
James  C.  Greenwood  (R-Pa.): 
"There  will  be  a  deal,  and  the 
deal  will  put  laurels  on 
Newi;'s  head." 

The  key  elements,  as  en- 
visaged by  the  Wliite  House 
and  Hill  leaders:  A  balanced 


budget  within  seven  or  eight  years,  a 
tax  cut  of  about  $200  billion  that  would 
include  a  family  tax  break  and  a  lower 
capital-gains  rate,  and  Medicare  savings 
of  some  $200  billion  over  seven  years. 
The  package  is  also  likely  to  end  the 
fedei-al  entitlement  to  welfare  and  Med- 
icaid, hike  Pentagon  spending,  and  sof- 
ten proposed  gop  cuts  in  such  domestic 
progi'ams  as  education  and  environmen- 
tal protection. 

vSuch  a  deal  would  achieve  far  more 
than  Republicans  dreamed  possible  a 
yeai'  ago.  "If  you  look  at  the  big  picture, 
we'd  really  accomplish  quite  a  bit,"  says 
Stephen  Moore,  director  of  fiscal  pohcy 
studies  at  the  Ubeitarian  Cato  Institute. 
Still,  talk  of  compromise  has  some  fii'e- 
brands  ciTydng  sellout.  "Even  tough  talk- 
ers Gingiich  and  [Senate  Majority  Lead- 
er Bob]  Dole  appear  to  have  sunk 
beneath  the  red-ink  waves  without  so 
much  as  a  giu-gle,"  gi'ouses  David  Puck- 
er, director  of  Associated  Conservatives 
of  Texas,  an  activist  group. 

Can  Dole  and  Gingrich  keep  their 
restless  troops  in  line?  Under  a  tempo- 
ray  tince,  Clinton  and  the  gop  agi'eed  to 
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FISCAL  1995 
PRELIMINARY 


FISCAL  1996 
HOUSE/SENATE 


,118       $1,578  ■  $1,587 

TOTAL  FEDERAL  SPENDING 


keep  the  government  nmning  untO 
November.  If  there  still  isn't  an  aj 
ment  by  then,  Gingiich  is  raising 
specter  of  letting  the  governmeni 
fault  on  its  debts  for  the  fii'st  time 
It  may,  however,  prove  easier  foi 
gop  to  horse-trade  with  the  'V^ 
House  than  to  settle  nasty  int< 
squabbles.  Maybe  it's  the  curse  ol 
jority  status,  but  Repubhcan  law 
ers  suddenly  are  beginning  to  loo! 
all  the  world  like  their  old  Democ 
rivals — carving  up  one  another 
home-state  pork  and  ideological 
points.  One  example:  a  huge  $243  b 
defense  spending  bill  rejected  bj 
House  on  Sept.  29.  The  vote  follovpreet- 
revolt  by  religious  conservatives 
failed  to  win  a  provision  barring 
tions  in  overseas  military  hosp: 
They  were  joined  by  Democrats 
some  gop  deficit-hawks,  who  obje 
to  buying  more  weapons  than  the 
tagon  requested. 

PRIOR  COMMITMENTS.  That  battle 
not  even  compare  with  the  bitter 
gling  over  taxes.  House  Republicai 
sist  on  a  cut  of  no  less  than 
lion.    Dole    triggered    a  rounc 
reciTminations  just  by  conceding  he 
n't  have  sufficient  Senate  votes  bee 
of  resistance  fi'om  moderates.  "We'n  » 
the  uglies,  and  it's  going  to  get  i 
before  it  gets  pretty,"  says  R.  Brua 
ten,  senior  vice-president  of  the 
Chamber  of  Commerce  and  a  key  ppst, 
in  the  deficit-slashing  effort.  Adds 
gop  budget  strategist:  "The  Presid 
sitting  there  fat,  dumb, 
happy,  while  we  tear 
other  to  sbreds." 

Behind  all  of  this  Rejll  erase 
can  discord  is  some  no 
subtle  Presidential  pel 
Senator  Phil  Gramm  (R- 
is  appealing  to  hard-lineiiis 
bludgeoning  fi'ont-iTinner  is 
as  a  compromiser  "It's  h 
Republicans  started  livir 
to  the  commitments  we 
in  the  [1994]  election,"  Gr 
thunders.  Dole  needs  tclfBug 

'bell 


'MM 


A] 

mip 

islpem 

:BS  (If 


presen 
asm] 
lit," 


DATA:  OFFICE  OF  MAW 
i  BUDGET,  HOUSE  ANI 
BUDGET  COMMinEES 


netn 


HOUSE 

$353 


HOUSE/SENi 
AGREEMENi 

$245 


BILLIONS  OF  DOLLARS 


PROPOSED  TAX  CUTS 

BILLIONS  OF  DOLLARS  OVER  THE  NEXT  SEVEN  YEARS 


rat( 

|4el)ii(i 


40  BUSINESS  WEEK  /  OCTOBER  16,  1995 


isults  to  promote  his  credentials  as 
ictive  leader.  And  Gingiich,  who 
ruled  out  a  '96  run,  could  enhance 
nding  with  the  right  by  forcing  a 
itation  with  Clinton — and  then  by 
a  deal  more  favorable  to  the  gop. 
ton  has  plenty  at  stake,  too.  By 
)mising,  he  wins  credit  for  slash- 
;  deficit  while  protecting  seniors 
larsh  GOP  cuts  in  Medicare  and 


Medicaid.  Sighs  House  Republican  Con- 
ference Chairman  John  A.  Boehner  (R- 
Ohio),  "We  could  get  99.5%  of  what  we 
want,  and  Clinton  will  declare  victory." 

A  fiiTH  deal  is  not  yet  at  hand.  There's 
always  the  danger  that  House  conser- 
vatives may  desert  Gingiich  as  a  matter 
of  principle.  And  the  bitter  Dole-Gramm 
rivahy  could  produce  giidlock  in  the  Sen- 
ate. Still,  the  odds  are  that  when  the  fi- 


nal budget  vote  comes,  Gingrich,  Dde, 
and  Clinton  will  conclude  they  have  too 
much  at  stake  to  play  a  game  of  political 
chicken.  It  might  not  be  the  end  of  the 
welfare  state,  but  war-weaiy  gop  gener- 
als will  have  scored  a  big  victoiy  over 
government  as  we've  knov™  it. 

By  Howard  Gleckman,  with  Richard 
S.  Dmiham,  Susan  B.  Garland,  and 
Mary  Beth  Regan,  in  Washington 


COMMENTARY 


By  Mike  McNamee 


THE  GOP  HAD  BEHER  GET  BUSINESS  OFF  THE  DOLE.  TOO 


jhiistmas  came  early  on  K 
.Street.  Washington's  business 
'lobbyists  awoke  one  morning  in 
September  to  find  a  $40  billion 
sent  from  Ways  &  Means  Chair- 
i  Bill  Archer  (K-Tex.):  a  proposal 
it  com.panies  reclaim  and  spend 
sive  assets  locked  away  in  over- 
led  pension  plans.  The  loop- 
was  designed  mainly  to 
I  budget-cutting  Republi- 
i,  who  vdll  garner  $10.5  bil 
in  taxes  if  companies  pull 
$40  billion  in  assets,  as 
jcted.  But  Ai-cher's  gift 
a  big  hit  in  Corporate 
jrica — and  like  the  very 
.  presents,  it  was  pretty 
h  a  surprise.  "We  didn't 
for  it,"  says  a  pension 
yist,  "but  you  can  bet 
'e  defending  it  now." 

0  much  for  ending  "cor- 
ite  welfare"  as  we  know 
larly  this  year,  Republi- 
radicals  swore  they 
Id  erase  the  gop's  image 
he  Skybox  Party.  House 
get  Chairman  John  R.  Ka- 
(R-Ohio)  targeted  $30  bil- 
in  special  corporate  tax 
iks  for  elimination.  Strategists 
aed  of  a  public-relations  disaster 
epublicans  slashed  the  social 

ty  net  while  leaving  a  cocoon  of 
bilhon  in  subsidies  and  breaks 
Big  Business. 

:hallenged."  Did  the  majority 
.epublicans  get  the  message?  No. 
le  have  learned  to  talk  the  talk: 
iier,  for  example,  portrays  his 
>ion-raid  plan  as  the  centerpiece 
corporate  tax  reform."  But  in  re- 

"corporate  welfare  continues 
lallenged,"  complains  former 
\i  aide  James  R  Pinkerton.  Even 
gop's  sti-uggle  to  carve  $1  trillion 

1  the  budget  over  the  next  seven 
•s  can't  shake  its  reflexive  urge 
hiower  business  viith  federal  lar- 


gesse. If  they  can't  repress  that  in- 
stinct. Republicans  will  never  con- 
vince voters  that  they  have  been 
reborn  as  the  champions  of  the  mid- 
dle class. 

Most  of  the  biggest  corporate 
breaks  were  never  in  peril.  Oil  drill- 
ers and  timber  companies  didn't  lose 


any  sleep  over  their  loopholes — not 
vdth  Texan  Archer  and,  until  recent- 
ly, Oregon  Senator  Bob  Packwood  in 
charge  of  tax  policy.  Republicans 
who  had  long  denounced  the  "social- 
ism" of  the  Tennessee  Valley  and 
Bonneville  Power  authorities  "got 
real  quiet  when  their  party  started 
winning  seats  in  the  Northwest,  the 
land  of  cheap  electricity,"  says  Rob- 
ert J.  Shapiro  of  the  Progressive 
Policy  Institute,  a  Democratic  think 
tank.  Big  exporters  will  continue 
to  enjoy  sales  help  from  the  Export- 
Import  Bank  and  the  Agi-iculture 
Dept.'s  marketing-promotion 
progi-ams. 

Even  where  budget-cutters  did 
propose  small  nicks  in  corporate  wel- 


fare, lobbyists  have  come  roaring 
back.  Iowa  Republicans  reminded 
House  Speaker  Nevrt  Gingiich  (R- 
Ga.)  that  they're        hosting  the 
first  event  of      (J^)  the  1996 
primary  season — and 

persuaded  to  eUmi- 

nate  the  Ways  & 
Means  panel's  cap 
on  tax  breaks  for  etha- 
nol,  a  boon  to  com  fann- 
ers and  agribusiness  giant 
Archer-Daniels-Midland  Co. 
Home-state  shipping  inter- 
ests prevailed  over  ideological 
purity  for  Senate  Majority 
Whip 'Trent  Lott  (R-Miss.),  who 
forced  $46  million  in  maritime 
subsidies  back  into  the  budget. 

Budget  pressures  ultimately 
may  doom  some  subsidies.  The 
imperative  to  cut  $13  bil- 
lion from  farm  programs, 
for  example,  may  guaran- 
tee that  something  hke  the 
Freedom  to  Famn  Act — a 
7-year  reduction  in  price 
supports — will  prevail.  The 
pork  that's  packed  into  the 
Pentagon's  appropriation 
vwll  certainly  be  trimmed 
in  hard  negotiations  between  Capitol 
Hill  and  the  White  House.  And  tax 
breaks  for  pharmaceuticals  makers' 
Puerto  Rican  plants,  long  under  as- 
sault, may  slowly  wither  away. 

That's  a  start — but  it's  not  enough. 
A  gop  that  believes  social  welfare 
breeds  personal  dependency  can't  go 
on  pretending  that  corporate  welfare 
builds  a  strong  economy.  The  party 
that's  bold  enough  to  reform  health 
care  for  the  elderly  ought  to  show 
the  same  fortitude  when  tackling  oil 
drillers  and  airplane  manufacturers. 
If  RepubUcans  can't  wake  up  to  the 
glaring  disparity  in  their  positions, 
they  can  be  sure  the  voters  vrill. 

McNamee  covers  economic  policy. 
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WHY  THE  TELECOM  BILL 
IS  IN  SLO-MO 

AT&T  allies  and  Bell  backers  are  in  a  shootout  on  the  Hill 


Edward  K.  Christian  isn't  the  type 
of  executive  to  leap  blindly  into  a 
business  deal.  Since  July,  the  ceo 
of  Detroit-based  Saga  Communications 
Inc.  has  been  shopping  for  moj-e  radio 
stations  to  add  to  the  25  he  already 
owns.  He  was  banking  on  congi'essional 
passage  this  yeai*  of  an  ovei'haul  of 
the  nation's  communications  law.s — 
refoi'ms  that  would  lift  limits  on 
the  number  of  stations  one  compa- 
ny can  own.  But  suddenly,  Chris- 
tian has  put  his  deals  on  hold.  "I 
can't  make  business  decisions 
based  on  maybes," 
he  says. 

It's  the  Pause  that 
Retrenches.  While  fi- 
nal passage  this  yeai 
looked  like  a  sure 
bet  only  last  month, 
the  biggest  overhaul 
of  telecommunica- 
tions legislation  in  60 
years  has  hit  speed 
bumps  on  Capitol 
Hill.  Now,  it's  pos- 
sible that  reforms 
won't  be  enacted  un- 
til next  year,  a  casu- 
alty of  the  traditional 
end-of-session  cnmch 
in  Congi-ess. 

What  has  gone 
wrong?  Representa- 
tive John  D.  Dingell 
(D-Mich.),  a  support- 
er, says  that  with 
lawmakers  struggling  to  pass  a 
balanced  budget,  tax  cuts,  and  welfare 
overhaul,  the  telecommunications  bill  "is 
nmning  into  inexplicable  delays." 
COMPROMISE?  Actually,  the  delays  are 
not  so  inexplicable.  Behind  the  scenes,  a 
battle  royal  rages.  In  August,  long-dis- 
tance companies  were  dealt  a  big  set- 
back when  the  House  passed  a  version 
of  the  bill  that  would  let  the  Bells  get 
into  their  business  fairly  easily.  Since 
then,  supporters  of  the  long-distance 
companies  have  staged  a  rearguard  ac- 
tion to  soften  the  legislation.  Even 
Speaker  Newt  Gingrich,  normally  a 
strong  Bell  backer,  hasn't  done  much  to 
fight  off  the  long-distance  forces. 

There  also  is  growing  unease  among 


Democratic  lawmakers  that  deregula- 
tion— even  the  prospect  of  it — will  help 
ci'eate  oveipowering  communications  gi- 
ants. Case  in  point:  Time  Warner  Inc.'s 
l>roposed  $8  billion  acquisition  of  Tirniei' 
Broadcasting  System  Inc. 

The  House  and  Senate  bills  differ  in  a 


The  Fight  Isn't  Over 

Telecom  reform  looked  like  a  sure  thing  this 
summer  But  work  has  since  slowed  to  a 
crawl.  How  industry  stands  on  the  legislation. 


PRO 


CON 


Local-phone 
company 
chiefs  such  as 
Bell  Atlantic's 
Ray  Smith  want 
quick  action. 
Reform  would 
let  them  offer 
long-distance 
service  once 
phone  regula- 
tors certify  that 
their  local  mar- 
kets are  open  to 
competition. 
TCI's  John  Ma- 
lone  and  other 
cable  leaders 
like  rapid  cable 
deregulation. 


AT&T's  Bob 
Allen,  MCl's 
Bert  Roberts, 
and  other  long- 
distance execu- 
tives are  gleeful 
about  the  delay. 
They  want  a 
higher  hurdle  in 
place  before  the 
Bells  can  enter 
long-distance 
markets:  certifi- 
cation by  the 
Justice  Dept., 
not  just  phone 
regulators,  that 
their  local 
markets  are 
competitive. 


few  key  respects:  The  House  version 
not  only  gives  local  phone  companies  a 
break,  it  also  favors  cable-television 
interests.  The  Senate  version  goes  easi- 
er on  long-distance  companies.  Creation 
of  a  joint  conference  panel  to  hammer 
out  those  differences  in  a  compromise 
measure  is  way  behind  schedule.  Ging- 
rich spokesman  Tony  Blankley  says  that 
his  boss  still  hopes  to  pass  a  bill  this 
year 

Telecom  reform  continues  to  draw 
broad  bipartisan  support  on  Capitol 
Hill.  But  a  delay  gives  more  time  for 
regi'ouping  by  the  White  House — which 
has  thi'eatened  a  veto  over  cable  dereg- 
ulation, media  concentration,  and  the 


terms  under  which  the  Bells  can;ei 
into  long  distance.  Other  bill  opporiiits 
include  several  major  consumer  or|iii- 
zations.  The  longer  passage  takes,ihe 
more  leverage  critics  will  have  tc- 
tract  concessions.  "Time  is  on  our  s 
says  Bradley  Stillman,  a  telecom 
pert  for  the  Consumer  Federatio 
America. 

HEADACHE.  Tlie  long-distance  coalitii 
taking  advantage  of  the  extra  tin 
cast  the  House  bill  as  a  consumer  n 
mare.  The  measure  would  let  the  1 
Bells  into  the  long-distance  marke' 
fore  their  local  mai'kets  are  ope 
competition,  the  gi'oup  charges.  "I 
let  the  local  phone  companies  pick 
pocket,"  one  new  opposition  a( 
clares.  Broadcasters  are  prej 
to  remove  a  provision  that 
for  installation  of  a  "violence  < 
in  new  TVs  that  would  allow 
ents  to  block  objectionable  bn 
casts.  Vice-President  Al  Go 
using  every  ch 
he  gets  to  ai'gue 
cable    rates    c . 
skyrocket  sh 
they  be  deregul; 

With  the  pn 
in  slo-mo,  gop 
cessions  may  ' 
follow.  The  billt 
for  removal  of  c 
rate  regulatioi 
early     1997.  iui 
Democrats  are  let' 
ting  they  will  beble 
to  delay  the  effeive 
date  long  enougfor 
cable  competitic  to 
develop.  "We  tink 
we  can  get  it  pujed 
back,"  says  LarT'Ir- 
ving,  a  teleconlid-: 
viser  for  the  Vite 
House.   And  tare 
might  be  some  ew 
restrictions  on  media  concea 
tion,  as  well.  Right  now,  the  Hous(« 
Senate  measures  call  for  removal  jf 
federal  rule  that  bars  one  company 
owning  the  newspaper,  cable,  TV, 
radio  stations  in  any  given  commi 
But  Congress  is  now  expected  to 
at  least  part  of  the  anti-monopoly 
sion  in  conference. 

Delays  are  a  headache  for  CEOsji 
as  Christian  who  want  to  get  on 
their  dealmaking.  In  its  broad  out^ 
telecom  reform  legislation  is  still  iii 
But  tne  bill  that  finally  emerges  |o 
Congi'ess — when  it  emerges — will  V^'- 
more  of  a  compromise  than  the  le 
sures  passed  so  far.  j 
By  Mark  Lewyn  in  Washiiio 
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Iust  don't  have  the  time  for  power 
problems  on  your  PC?  Don't  worry. 
They'll  always  make  the  time  for  you.  It's  not 
if  a  power  problem  will  occur,  but  when.  Due 
to  household  appliances,  poor  wiring,  bad 
weather  or  even  other  office  equipment,  power 
problems  are  as  inevitable  as  death  and  taxes. 
You  can't  run,  but  you  can  hide...  behmd  APC. 

In  the  next  three  months,  more 

THAN  30,000,000  PCs  WILL  BE  HIT 
BY  POWER  PROBLEMS... 

Who  needs  power  protection?  If  you  use  a 
computer,  you  do.  A  study  in  a  recent  PCWeek 
showed  that  the  largest  single  cause  of  data 
loss  is  bad  power,  accounting  for  almost  as 
much  data  loss  as  all  other  causes  combined. 
Every  PC  plugged  mto  an  outlet  is  vulnerable. 
In  fact,  you  have  better  odds  of  wmning  the 
lottery  than  of  escapmg  the  sting  of  power 
problems.  One  study  found  a  typical  PC  is  hit 
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Power  problems 
leading  came  of 
loss,  while  the  nu 
frequent  type  of  f 
problems  are  sag: 
blackouts. 


If  computer 
power  problems 
are  the  least  of 
your  worries, 
youVe  got  one 
chance  to  keep  it 
that  way... 


Read  this 


Getthis 


utions 


What  are  the 
myths  and 
musts  of  PC 
protection^ 
What  are  the  10 
most  common 
power 
protection 
mistakesf  The 
top  tips  for 
adding 
reliability  to 
your  LAN^  Get 
your  FREE  copy 
and  find  out! 


FREE  60-pg  Power 
Solutions  Handbook 

I  I  YES!  I'm  interested  in  learning  more  about  APC 
power  protection.  Please  send  the  name  of  my 
nearest  dealer. 

□  No!  Bur  I  would  like  a  FREE  Handbook. 


Name. 


Title: 


Company . 


Street/City/State 


Phone: 


Fax: 


How  APC'S  PATENTED  SaFeShIELD 
DESIGN  PROTECTS  YOUR  EQUIPMENT 


Over  4,000,000 
Satisfied  APC 
Users... 
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suppressors  (which  protect  solely  against 
hardware  damage)  are  literally  powerless  to 
protect  vour  PC"  from  data  loss. 

That's  why  you  need  instantaneous  battery 
backup  power  from  an  APC  Uninterruptible 
Power  Supply  to  prevent  keyboard  lockups, 
data  loss,  and  crashes.  With  an  APC  UPS,  you 
get  SIX  times  the  protection  of  a  high-end  surge 
protector  for  little  more  than  twice  the  price. 
And  $119  is  much  less  expensive  than  false 
peace  of  mind. 

APC  UPSs  carry  up  to  a  $25,000  lifetime 
guarantee  against  surge  damage  to  your 
properly  connected  equipment,  and  are 
available  to  suit  any  application,  from 
network  servers  and  PCs,  to  fax  and  satellite 
svstems. 

Bulletproof  your  PC  with 

ARC'S  FULL  LINE  OF  PROTECTION 

It  you're  strictly  concerned  about 
protecting  your  hardware  from  surges  alone 
(or  are  protecting  nonvolatile  applications 
such  as  home  electronics,  laser  printers)  choose 
from  AP(;'s  SurgeArrest  series.  APC's  surge 
suppressors  provide  the  highest  performance  in 
their  class  on  IEEE's  qualifying  tests,  and 
feature  APC's  exclusive  SafeShield  design  for 
safe  protection  backed  by  a  lifetime  warranty. 
No  wonder  PCWorld  recommends  Surge,'\rrest 
for  maximum  protection. 

For  full  protection,  choose  from  APC's  line 
of  Uninterruptible  Power  Supplies.  For  .^S6 
class  machines,  choose  from  our  250  Volt- 
Amp  models.  For  486  and  Pentium,  opt  for 
4(10VA  or  600VA.  Recommended  models  give 
between  S  IO  miiuites  ot  battery  backup. 


Advice  from  the  computer  experts: 


"Don't  take  chances.  Get  the 
ultimate  protection...  from  apc." 
PCWorld 

"★★★★...Should  be  standard 
equipment  on  every  desktop... 
effective,  affordable, 
designed  to  last..." 
PC  Computing 

"UPS  POWER  PROTECTION  HAS  NEVER 
BEEN  CHEAPER  OR  MORE 
CONVENIENT."  MacWEEK 

"a  ups  can  pay  for  itself  the 
first  time  it  saves  your  data." 
MacUser 


PC  World 

Top  20 
Upgrade 


BHIilllilMliM 


The  best  selling  protection  in  the  world  is  sold  worldwide: 

France  (+33)05.39.32.03  •  Germany  (+49)89  958  235  •  UK  (+44)  753  511022 
twiddle  East/Africa  (+44)  753  51  1022  •  Italy  (+39)2  29  40  55  08 
Latin  America  (+1)401.789.5735  •  India  (+91)44  4341784 
Mexico:  (+1)525  679  9586  •  Russia  (+7)09  53  66  21  56 
Japan  (+83)5295  1 988  •  (Ireland)  (+353)9 1  702000 

Visit  us  on  the  Web  at  www.apcc.com!! 


AP(.\  itnujitc  SjfeShicUi  design  is  sn  iidi'dnccd,  it's 
been  granted  U.S.  Patent  #  !4i,055.  In  addition  to 
a  niiiltistage  protection  package,  SafeShield's  design 
provides  fail-safe  fusing  it'hich  ensures  fire  safety, 
and  Latashnphic  ei'cnt  protection  to  ensure  that 
eqiiifrhient  is  safe  under  any  circumstances. 


APCs 
SurgeArrest 
Series  offers 
the  best 
value  per 
dollar  in  the 
industry,  up  to 
$25,000 
guarantee  for 
all  protected 
equipment,  and  is 
the  only  surge 
suppressor  to 
offer  patented 
SafeShteld  design. 


however  if  you  desire  more 
runtime,  simply  choose  the  next  larger  model. 
For  sites  with  chronic  bad  power,  opt  for  our 
"PRO"  models. 

Finally,  network  environments  demand 
PowerChute  automatic  shutdcwn  software, 
while  any  modem,  fax,  or  data  lines  need 
ProtectNet  suppressors  to  prevent  "back  door" 
surges  from  harming  your  hardware. 

Protect  yourself  or  kick 
yourself... 

It's  been  said  that  there  are  two  types  of 
computer  users:  those  who  have  lost  data,  and 
those  who  are  about  to.  Prevent  the  single 
largest  cause  of  computer  problems  and  join  a 
fast-growing  third  category:  those  who  protect 
their  P("s  with  the  most  reliable  protection  they 
can  buy:  APC  UPSs. 

Ask  for  APC  at  your  favorite  reseller.  At 
lUst  $119,  an  APC  UPS  is  serious  protection  no 
serious  computer  user  should  be  without. 


AMERICAN  POWER  CONVERSION 

800-800-4APC 

A  puhluly-traded  company  (NASDAIJ:  APCQ 
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TRUCTURING 


D  APPLE 

lOOTTHE  MESSENGER? 

banc's  exit  may  mean  continuing  business  as  usual 


lead  has  rolled  at  Apple  Computer 
ic. — but  was  it  the  right  one?  De- 
)ite  wild  rumors  the  board  would 
I!hief  Executive  Michael  H.  Spin- 
t  its  Oct.  3  meeting,  it  instead  re- 
led  support  for  Spindler  and  ac- 
\  the  resignation  of  long-time  Chief 
cial  Officer  Joseph  A.  Graziano. 
pie  cites  simple  "differences  of 
n"  between  Graziano  and  Spindler. 
may  be  simple,  insid- 
ly,  but  they  are  funda- 
il:  whether  to  sell  off 
'  part  of  Apple,  as 
mo  insisted,  or  contin- 
th  business  as  usual, 
nal  critics  of  Spindlei-'s 
'ship  say  that  Apple, 

by  shrinking  market 
,  operational  gaffes, 
he  onslaught  of  Win- 

95,  can't  afford  the 
3  quo   anymore.  "I 

have  Uked  to  see  far 
"  says  cs  First  Boston 
5t  J.  William  Gurley. 

riYOR 

:dier  seems  to 
!  little  interest  in 
uing  a  merger 

;ime  for  someone  to  be  account- 
Apple's  stock  fell  VA,  to  36;<;,  on  the 
its  lowest  price  in  nearly  a  year. 
RRAY."  Spindler,  who  decUned  to 
ent,  has  said  in  recent  interviews 
he  current  strategy  is  fine.  Others 
*ee.  "The  place  is  in  total  disar- 
says  one  former  executive,  who 
I  that  the  company  is  rapidly  sep- 
g  into  pro-Spindler  and  pro-Graz- 
amps. 

w  that  Graziano — who  some  say 
he  best-qualified  person  to  replace 
ler — is  gone,  others  say  the  shake- 
I't  over.  Company  watchers  say 
1  L.  Eilers,  the  powei-ful  head  of 
ating,  is  firmly  in  the  Graziano 
Meanwhile,  the  rank-and-file  is 
is  over  edicts  to  cut  expenses  in 
ice  of  an  profits  shortfall.  Wall 
t  figures  fourth-quarter  earnings 
ome  in  at  httle  better  than  $70 


million,  vs.  $114  million  a  year  ago. 

The  problem:  Having  underforecast 
demand,  the  company  has  a  $1  billion- 
plus  order  backlog  that  leaves  it  unable 
to  take  advantage  of  booming  PC  de- 
mand. Worse,  it  has  made  little  progress 
in  its  attempt  to  spawn  a  clone  market 
by  licensing  out  its  Macos  softwai-e.  Only 
thi'ee  small  Ucensees  are  shipping  prod- 
uct. And  no  major  player  is  expected  to 


get  on  boai'd  imtil  late  next  yeai;  when  a 
new  aix'hitectui'e  for  computers  that  can 
nm  both  Mac  and  Wmdows  software  is 
released.  E  ven  if  that  works,  it's  hai'dly  a 
windfall,  in  that  Apple  would  be  trad- 
ing sales  of  $2,500  machines  for  $45  h- 
censing  fees,  says  Dataquest  Inc.  ana- 
lyst Kimball  Brown. 

Graziano  knew  that 
didn't  add  up.  Brown 
says.  "He  knows  the 
numbers,  and  he  knows 
they're  not  going  the 
right  way."  The  only  al- 
temative:  to  merge  with 
a  company  with  the  mai-- 
keting  and  financial  clout 
to  help  Apple  survive 
the  switch  to  a  softwai'e- 
based  company.  The 
most  likely  candidate, 
many  think,  is  IBM  Coi-p., 
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which  could  prosper  not  only  on  hcens- 
ing  fees  but  on  the  sale  of  the  chips 
and  other  components  that  Macintosh 
clonemakers  would  need. 
NO  FIT?  Spindler  had  his  chance  last 
fall.  But  a  source  involved  in  the  talks 
says  he  and  Chairman  A.C.  "Mike" 
Markkula  Jr.  nixed  a  $50-per-share  bid 
from  IBM.  And  Spindler  has  done  little 
to  encourage  other  overtures.  Oracle 
Corp.  CEO  Lawrence  J.  Ellison  says  that 
"if  Apple  should  want  to  merge,  we 
would  be  honored."  His  plan,  if  Spin- 
dler agi'eed,  would  be  to  expand  Ap- 
ple's software  licensing  business  and 
phase  out  or  sell  off  the  manufacturing 
piece,  possibly  to  Japan's  Canon  Inc. 
Ellison  hasn't  approached  Spindler,  and 
says  he  isn't  considering  a  hostile  move. 
Why  won't  Spindler  deal?  He  has  said 

GONER 

Graziano  figures  the 
numbers  are  going 
the  wrong  way 

that  barring  an  "indecent 
proposal"  from  a  suitor, 
"there's  no  strategic  fit  that 
makes  sense."  Says  one  as- 
sociate: "The  Macintosh  is  a 
religion  to  Mike,  and  he 
wants  to  see  it  sustained." 

But  nowadays  Apple  may 
need  more  vision  and  less  re- 
ligion. Problem  is,  Graziano 
may  have  taken  much  of  that 
vision  with  him.  The  52-year- 
old,  CFO  from  1981  to  1985, 
was  lured  back  fi-om  Sun  Mi- 
crosystems Inc.  in  1989  with 
a  $1.5  million  signing  bonus. 
He  was  known  as  a  team  player  who 
could  still  make  tough  calls.  "He  was  the 
rudder  and  the  voice  of  reason,"  says 
former  Apple  software  chief  Yogen  K. 
Dalai,  now  a  Mayfield  Fund  partner 

Spindler's  future  may  not  be  quite  so 
certain  either.  Markkula,  who  dominates 
Apple's  board,  says  he 
supports  Spindler.  But 
"when  your  chairman 
comes  out  and  says  he 
has  complete  confidence 
in  you,  then  it's  time  to 
worry,"  says  co-founder 
Steven  P.  Jobs,  who  was 
ousted  in  1985.  The  tur- 
moil at  Apple  probably 
hasn't  run  its  coui-se. 

By  Peter  Burrows 
and  Kathy  Rebello  in 
Phoenix,  with  Robert.  D. 
Hof  in  San  Francisco 
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RYDER'S  ROCKY  ROAD 
TO  THE  BARGAINING  TABLE 

Going  it  alone  against  the  Teamsters  has  been  a  costly  mistake 


Corp.'s  sales  plunged  by  6.6%.  "We're 
losing  sales  because  we  don't  have  prod- 
uct," fumes  Ken  Hubble,  genei-al  manag- 
er for  Herb  Chambers  Dodge  in  Dan- 
vers,  Mass.  Lack  of  inventoiy  has  cut 
his  autumn  sales  by  $100,000,  he  says. 
Meanwhile,  his  dealership  still  is  being 
invoiced  for  cars  stuck  at  the  railhead. 

Ryder's  main  mistake  was  in  thinking 
it  could  quickly  and  easily  ride  out  a 


I 

reen^t 


felt  they  could  not  reach  an  agreer 
with  Ryder,"  on  this  issue,  says  R. 
Hunter,  the  chief  negotiator  for  tht 
dustry  bargaining  association.  S 
Teamsters  negotiator  Doug  Web 
"Ryder  overreached." 

Ryder  tried  to  hold  its  tough  stanc(| 
ter  the  stiike  began.  It  sued  the  unio 
federal  court  and  sought  an  injunc 
by  the  National  Labor  Relations  Bold 
The  agency,  howevei',  rebuffed  Rycf 
claim  that  the  strike  was  illegal.  ] 
lawsuit,  wMch  contends  Ryder  is  lo; 
$1  million  a  day  in  revenues  to  the  sti 
is  still  pending.  Ryder  didn't  antici] 
such  losses,  which  will  slice  third-qua 
eai-nings  by  some  15%,  to  about  $35 
Hon,  says  Giamtal  &  Co.  analyst  Si 
Lewins.  "When  [the  strike]  started 
were  hojieful  that  it  c<:)uld  be  resoii 


When  Rydei-  System  Inc.  and  other 
car-haul  companies  sat  down  to 
negotiate  a  new  labor  pact  early 
this  year,  Ryder  was  determined  not 
to  give  in  to  the  Teamsters  again.  In 
their  last  go-round  with  labor,  in  1992, 
the  trucking  companies  had  agi'eed  to 
limit  the  gi'ou^h  of  nonunion  subsidi- 
aries. This  time,  Ryder  planned  to  stand 
finn  against  such  demands.  As  the  lai'g- 
est  hauler,  with  a 
third  of  the  market 
for  new-car  trans- 
ports, Miami-based 
Ryder  figured  it  was 
better-positioned 
than  rivals  to  with- 
stand a  strike. 

Ryder  badly  mis- 
calculated. It  tacitly 
admitted  as  much  on 
Oct.  3,  when  the 
company  agreed  in 
secret  talks  with  the 
Teamsters  to  ease  its 
harxl  line  on  the  use 
of  nonunion  labor. 
That  freed  up  the 
union  and  the  indus- 
try to  resume  talks 
on  Oct.  5.  "There 
have   been  discus- 

brought  \iown  ^ome  stiikc  badly  hurt  the  auto  industry.  "We're  losing  sales 
gotktion"''Tonfo^^^^^  because  we  don't  have  product,"  says  one  dealer 

Steven  C.  Nichols,  a 
senior  vice-president  of  Ryder's  car- 
haul  unit.  The  two  sides  should  have  a 
new  pact  soon,  insiders  say. 
UP  THE  JUNCTION.  Why  is  Ryder  back- 
ing down  now?  Tlie  Teamsters  waited  to 
strike  until  after  the  slack  summer  sea- 
son for  car  sales.  And  when  the  union 
moved  on  Sept.  7,  it  moved  only  on 
Ryder.  The  result:  While  rivals  have 
continued  to  ship  cars  to  dealers'  lots, 
Ryder's  car-haul  unit  vrill  lose  $10  mil- 
lion pretax  in  the  third  quarter,  the 
company  estimates,  vs.  a  $9.6  million 
profit  during  the  same  period  last  year. 

Ryder's  largest  customers  were  hit, 
too.  The  strike  was  part  of  the  reason 
General  Motors  Coip.'s  September  auto 
sales  showed  only  a  disappointing  0.3%- 
increase  over  a  year  earlier.  Chrysler 


PICKET  FENCES: 
STRIKERS  BLOCK 
A  DODGE  CONVO 
IN  WARREN,  mCV 


strike.  Many  of  the  16  other  car  haulers 
whose  labor  pacts  expired  on  May  21 
have  been  tiying  to  undercut  the  Team- 
sters' $17-an-hour  average  wage  with 
new,  often  nonunion  units.  However  the 
other  can-iers  were  less  aggressive 
about  shifting  business  to  such  units 
than  Ryder.  Because  car  hauling  com- 
prises only  14%  of  its  $4.6  billion  in 
sales,  Ryder  figured  it  had  more  finan- 
cial clout  to  withstand  a  stiike.  It  also 
knew  that  the  union  had  to  borrow  $15 
million  to  get  through  a  1994  freight 
strike  and  had  cut  weekly  payments  to 
strikers  to  $55,  from  .$200. 

So  when  the  other  cai"  haulers  were 
ready  to  give  in  to  the  Teamsters,  Ryd- 
er balked.  "We  were  very  close  and  the 
Teamsters  exited  the  talks  because  they 


within  a  week  and  wouldn't  have  mu(fl 
an  impact,"  says  Ryder  Chief  FinaiS?^ 
Officer  Edwin  A.  Huston. 

Meanwhile,  pressure  has  been  g)v'. 
ing  from  the  car  companies.  GM  sp 
about  60%'  of  its  cars  and  trucks 
Ryder,  while  Chrysler  ships  some 
(Ford  uses  Ryder  for  less  than  l  l 
GM  vdll  have  to  close  plants  if  the  stpl 
continues  much  longer,  says  Burnin 
Securities  auto  analyst  David  Heal 

Ryder  may  yet  emerge  from  lit 
strike  with  more  freedom  to  use  >n 
union  labor  than  its  rivals.  But  it  ;i 
take  a  lot  of  explaining  to  convc 
shareholders  that  it  was  all  worth 

By  Gail  DeGeorge  in  Miami  m 
Aaron  Bernstein  in  New  York,  'A 
Keith  Naughton  in  Detroit 
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The  Perfect  System  for  People  Torn 
etween  Network  and  Plain  Paper  Faxing. 


ith  Canon's  LASER  CLASS®  7000 
Series  of  fax  machines,  you  don't  have 
est  in  two  different  fax  systems  to  have 
)tion  of  faxing  two  different  ways. 
)ne,  they  come  with  an  array  of  cost- 
;  features  that  can  dramatically  reduce 
>hone  line  charges,  like  a  six-seconds 
ige  transmission  speed*  -  the  fastest 
business. 

t  what  makes  the  LASER  CLASS 
Series  truly  revolutionary  lies 
d  the  machines.  Because  as 
f  the  Canon  LAN  Fax  Server    j Canon 
n,  they  serve  PC  users  on  your  K^^^ 
1®  network  as  well. 


Now  everyone  in  your  office  can  handle  any 
kind  of  faxing  task  through  one  integrated 
system.  Which  not  only  reduces  costs,  but  can 
make  your  whole  office  run  more  efficiently. 

The  system  features  award-winning  Alcorn" 
software,  a  leader  in  network  software.  And 
because  it's  completely  plug  and  play,  you  can 
have  it  up  and  running  almost  immediately. 

What's  more,  you  can  buy  a  LASER 
CLASS  7000  Series  fax  to  use  today  as  a 
stand-alone  unit  and  with  the  addition  of  the 
\  LAN  Fax  Server,  integrate  it  into  your 
|Z  Novell  network  any  time  in  the  fumre. 

For  more  information  and  a  free  video 
demonstrating  the  LAN  Fax  Server  System, 


call  1-800-OK-CANON.  You'll  see  why 
Canon  remains  number  one  in  plain  paper 
faxing  for  the  past  six  years. 


M 


O  W 


u 


\SER  CLASS. 

M      PAPER  FACSIMILE 


Novell  IS  a  regisiercd  trademark  of  Novell,  Inc.  Alcom  is  a  trademark  of  Alcorn  Corporaiion. 
LASER  CLASS  is  a  registered  trademark  of  Canon  Inc.  ©  199.'!  Canon  U.S.A.,  Inc. 
*  Based  on  CCITT  •!  chart  (standard  mode). 
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SCANDALS 


UNDER  THE  BORDER. 
DOWN  MEXICO  WAY 

Were  L.A.'s  Reynoso  brothers  importing  more  than  food? 


On  the  surface,  it  was  the  Ameri- 
can dream  come  alive.  In  just  15 
years,  Jose  Reynoso  and  two  of  his 
brothers,  Antonio  and  Jesus,  built  up  a 
hugely  successful  business  importing 
food  from  Mexico.  Their  $37  million, 
Los  Angeles  County-based  Reynoso 
Brothers  Food  Corp.  and  four  other 
importing  companies  made  the  elder 
Jose,  63,  the  very  embodiment  of  the 
immigrant  success  story:  He  lived  in  a 
13,000-square-foot  mansion,  was  a  prom- 
inent figure  in  the  Latino  community, 
and  was  featured  recently  in  a  Los  An- 
geles television  show  on  immigrants. 
Too  bad  the  story  may  now  turn  out  to 
be  a  hoax. 

Along  with  canned  chilies,  spices,  and 
tomatoes  from  Mexico,  the  Reynoso 
brothel's  were  importing  tons  of  cocaine, 
according  to  a  Sept.  28  federal  indict- 
ment filed  in  San  Diego.  It  alleges  that 
the  brothers  were  the  hnchpin  in  a  co- 
caine-smuggling and  money-laundering 
scheme  orchestrated  by  Mexican  drag 
lord  Joaquin  "Chappo"  Guzman. 

The  most  damning  chai-ge:  that  an  un- 


finished 1,416-foot-long,  65-foot-deep,  air- 
conditioned  tunnel  under  the  U.  S.-Mex- 
ican  border  was  to  be  used  as  a  cocaine 
pipeline  lunning  directly  into  a  Reynoso 
canning  facility  within  the  U.  S.  neai*  San 
Diego.  There,  investigators  chai'ge,  tmcks 
were  to  load  cans  of  cocaine  concealed  as 
food  products  for  distribution  across  the 
countiy.  There  was  just  one  hitch:  Pros- 
ecutors say  the  Reynosos  relied  on  inac- 
curate San  Diego  County  maps  to  con- 
stiTJct  the  tunnel.  So  instead  of  leading  to 
the  warehouse,  the  tunnel  dead-ended 
about  100  feet  short  of  it. 
"AIR  OF  LEGITIMACY."  Jose  Reynoso  has 
pleaded  not  guilty.  "There  hasn't  been 
one  gi-am  of  cocaine  found  at  his  house 
or  place  of  business,"  says  his  laviyer, 
James  E.  Blancarte.  "They've  taken  a 
man  with  a  long  and  well-established 
reputation  and  destroyed  it."  Meanwhile, 
his  brothers  are  said  to  be  holed  up  in 
Mexico.  The  tunnel  was  discovered  in 
1993  but  never  linked  to  the  Reynosos 
until  now.  Though  it  never  carried 
dioigs,  the  feds  allege  that  the  Reynoso 
family  and  others  were  able  to  ship 


TOOT  SUITE:  The  narco  tunnel  eml 
in  the  open  desert  on  the  U.S.  side 


more  than  eight  tons  of  cocaine  f 
1991  through  1993  via  their  food  dii  i 
bution  network  stretching  from  the  jii 
Diego  border  to  Chicago,  New  Yi 
and  elsewhere.  The  indictment  sugg- 
that  Guzman,  now  serving  a  jail  ^ 
tence  in  Mexico  in  connection  with'i 
1993  murder  of  the  Roman  Catholic 
dinal  of  Guadalajara,  Juan  Jesus  Pos£ 
Ocampo,  hired  the  Reynoso  brother 
1991  to  "lend  an  air  of  legitimacy"  toi 
organization's  shipments  of  Colomlin 
coke. 

Key  to  the  smugglers'  success,  fty 
prosecutors,  was  Antonio  Reynoso'srh 
genuity  in  concealment.  In  one  c 
viiretaps  led  authorities  to  cocaine-f»d 
plastic  tubs  that  were  submergeci 
railroad  container  cars  filled  vrith  y 
bean  oil.  A  bust  in  Tecate,  Mexiccim 
1993  found  more  than  seven  tons  oio« 
caine  concealed  in  cans  of  La  Com;  re 
brand  jalapeno  chili  peppers. 

All  that  would  have  paled  beside 
operation  that  was  allegedly  being  r  d^ 
ied  in  the  U.  S.  The  indictment  cont 
a  detailed  allegation  of  how  Jose  and  e 
siis  Reynoso  spent  $2.1  million  to  bui  { 
warehouse  and  cannery  on  a  tracol 
land  near  the  border.  The  crowiig 
achievement  was  to  have  been  the  b-. 
teiTanean  link  to  Mexico,  dubbed  byiB 
thorities  the  "narco  tunnel." 

The  Reynoso  indictments  come 
blow  to  Los  Angeles's  3.3  milhon  life 
nos.  Not  only  does  the  company  »■ 
ploy  hundreds  of  immigi"ants,  but  le 
family  is  known  for  its  support  of  Ilk 
no  scholarships.  "As  far  as  we  kiwj 
this  was  a  good,  strong,  family-owsd 
business,"  says  Steven  Soto,  presidei 
the  Los  Angeles-based  Mexican  Ani 
can  Grocers  Assn. 

Well,  not  quite.  The  family  ab-dj 
has  had  its  share  of  trouble.  In  12, 
Jose  Reynoso's  son,  Rene  Cruz,  wasx- 
tradited  to  the  U.  S.  after  he  fled  s(th 
of  the  border  to  avoid  murder  charjs, 
He  was  later  convicted  of  slaying  lie 
owner  of  Los  Angeles'  Central  Wl 
sale  Market. 

For  now,  the  family  business  contu 
to  operate.  But  if  the  U.  S.  Attorney' )f- 
fice  proves  its  case,  the  Reynoso  bwn^d 
ers'  American  di'eam  is  over,  dead-ei^OH^i 
in  a  65-foot-deep  tunnel  to  nowhere]  '«3 
By  Eric  Schine  in  Los  Anaeti^ 


n  the  tunnel,  feds  say,  trucks  were  to  be  loaded  witl 
cocaine  disguised  as  food  for  nationwide  distribution 
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» ■  Think  Compaq  Ccin  beat  v 

HP  PCs  ,: 

network-ready  features  and  prices? 

;  / Prepare  to  have  that  idea 

shattered. 


You  should  ask  what.  Compaq 
means  by  'network-ready.'  For 
instance,  are  their  I 
PCs  easiest  to  set    (h-*  /»r>/^H; 
up  in  multivendor  Q^Jt/ 

networks?  Is  their  I  ^  

management  solution  industry- 
standard  -  and  can  it  manage  all 
brands  of  PCs^,  not  just  their  own? 
Are  all  management  features 
available  under  Windows  3.1?  Are 
they  free?  In  HP's  case,  the  answers 
are  all  yes. 

Jn  addition,.  HP  ranked  best  qvef- 


all  among  desktop  personal  PC 
users  in  the  1994  J.D.  Power  and 
Associates  Customer  Satisfaction 
Study" 

So  call  I-800-322-HPPC,  Ext.9388,t 
for  more  information  and  the  name 
of  your  nearest  HP  dealer  We're 
more  network-ready  than  anyone. 


HEWLETT" 
PACKARD 


Average  U.S.  street  price  for  Pentium®  processor-based  HP  Vectra  XM3  5/75  PC  (pn  D3481A)  Mon.tor  not  included  All  HP  Vectra  PCs  come  with  MS-DOS®  6  2  and  MS  Windows 
hL^^n^^R,:^  pre-installed,  HP  mouse  and  keyboard  'Source  1994  J  D  Power  and  Associates  PC  Customer  Satisfaction  Studv.S"  Study  conducted  among  business  users  and 
based  on  1,528  user  respondents  MS-DOS  is  a  U  S  registered  trademark  and  Windows  is  a  U  S  trademark  of  Microsoft  Corporation  Pentium  and  the  Intel  Inside  logo  are  U  S  reqf 
istered  trademarks  of  Intel  Corporation  iln  Canada,  call  1-800-387-3867  ©1995  Hewlett-Packard  Company  PPG423  c  ^  o,  icy. 
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News:  Analysis  &  Commentary 


B-SCHOOLS 


A  TRADE  WARRIOR 
GOES  TO  YALE 

Jeff  Garten  will  need  all  his  diplomatic  skills  at  the  B-school 


Jeffrey  E.  Garten  is  no  tweedy  aca- 
demic. As  Commerce  Under  Secre- 
tary for  International  Ti-ade  in  the 
Clinton  Administration,  he  was  a  point 
man  in  fractious  auto  trade  talks  with 
the  Japanese.  He  also  provoked  outrage 
among  American  trading  partners  by 
aggressively  helping  U.  S.  companies 
gain  big  contracts  overseas.  Now,  he's 
cjuitting  his  government  job  to  take 
over  as  dean  of  Yale  University's 
School  of  Management.  When  he  re- 
ports for  work  on  Nov.  1,  the  48- 
year-old  former  investment  banker 
vnll  probably  need  eveiy  wily  dip- 
lomatic skill  at  his  command. 

Yale's  B-School  is  still  trying 
to  live  down  the  controversial 
legacy  of  airline  exec  Michael  E. 
Levine,  who  as  dean  fi'om  1989 
to  1991  managed  to  anger  stu- 
dents and  alumni  by  gutting  the 
organizational-behavior  and  oper- 
ations-research faculty.  The  school 
traditionally  has  trained  leaders 
for  government  and  nonprofit  or- 
ganizations, as  well  as  corpora- 
tions; alumni  charged  that  Levine 
wanted  to  narrow  its  mission  anc 
turn  it  into  an  mba  factory. 

Things  got  pretty  hairy  during 
the  Levine  years.  Students  showed 
up  at  gi-aduation  wearing  black  amv 
bands,  and  alumni  rented  flyover 
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planes  that  unfurled  anti-Levine  ban- 
ners. Alumni  support  waned,  and  appli- 
cations fell.  To  help  polish  its  external 
image,  Yale  even  hired  the  public-rela- 
tions manager  who  helped  Union  Car- 
bide Corp.  through  its  Bhopal  disaster. 
"It  was  a  period  when  many  of  us  had  a 
hard  time  either  contributing  to  the 
school  or  recommending  it  to  others," 
says  Michela  English,  a  1979  alumna 
who  is  now  a  senior  vice-president  of 
the  National  Geogi'aphic  Society  Inc. 
Though  he  is  not  a  Yalie,  Garten 


JEFFREY  E.  GARTEN 


BORN  Oct.  29,  1946,  in 
New  York  City 

EDUCATION  BA  (1968) 
from  Dartmouth  College, 
MA  (1972)  and  PhD  (1980) 
from  Johns  Hopkins 

CAREER  As  a  Commerce 
Under  Secretary,  this  former 
investment  banker  focused 
on  export  growth  in  emerging 
markets 

FAMILY  Married  for  26  years 
to  Ina,  who  runs  Barefoot 
Contessa,  a  gourmet  food 
shop  in  East  Hampton,  N.Y.; 
no  children 


HITTING  THE  BOOKS  IN  NEW  HAVENI 

Applications,  and  hopes,  are  way 


has  devoted  himself  to  a  career 
has  mixed  both  public  and  private 
vice.  Throughout  his  15  years  as  ai-i 
vestment  banker,  he  has  made  nup 
ous  detoui's,  sei-ving  in  the  Nixon,  P' 
Carter,  and  Clinton  Administration^ 

His  intemational  experience  is  ^ 
too.  After  earning  a  master's  degrqi 
international  affairs  from  Johns  ij- 
kins  in  1972,  he  got  a  job  in  Hemy  t 
singer's  State  Dept.  In  1978,  he  jot 
Lehman  Brothers  Kuhn  Loeb,  wl. 
he  specialized  in  restructuring  L^ 
American  debt.  As  a  managing  di; 
tor  of  Shearson  Lehman  Brothers  ) 
ft-om  1984  to  1987,  he  opened  and  I. 
up  the  firm's  Tokyo  office.  . 
A  CHARMER.  Gailen's  two-yeai-  stint  f 
Commerce  Under  Secretary  saw  i 
emerge  as  the  architect  of  a  strateg; 
expand  U.S.  exports  into  key  em; 
ing  markets  such  as  China  and  Iiii 
He  also  won  plaudits  for  creatin;,; 
"economic  war  room"  where  execs  i 
government  officials  could  plot  strafe 
to  win  billion-dollar  deals  overseas. i 

That  brought  him  to  the  attentioj 
Yale  University  President  Richar(i( 
Levin,  who  began  wooing  Gaiten  in  i 
ly  June.  Garten  says  he  accepted?: 
job  partly  because  being  in  Washing: 
had  forced  him  to  spend  too  much  ij: 
apart  fi'om  his  wife,  Ina,  who  owi; 
gouiTnet  food  store  in  East  Hamj:)- 
N.Y.  Married  for  26  years,  they  |( 
when  he  was  a  freshman  at  Dartmcji 
and  she,  then  16,  was  visiting  her  bii 
er  there. 

In  Washington,  Garten  is  knovra 
charmer,  an  adept  public  speaker,  a 
bit  of  a  publicity  hound.  All  are  qu 
that  may  serve  him  well  in  contin 
the  Yale  management  school's  t 
around.  Applications  hit  1,427  this 
up  from  1,107  in  1991,  and  the  ave 
Graduate  Management  Admission 
(gmat)  score  was  a  record  664  for 
newest  enrolled  class,  up  22  poin 
two  years.  "We  are  no  longer  perce 
as  an  embairassment  to  the  univer 
says  Professor  Stanley  J.  Garstka, 
served  as  acting  dean. 

Gailen's  mission  now:  to  keep  th 
provements  coming  while  loudly  t 
peting  the  school's  increased  per 
mance.  "I  want  to  give  it  the  s 
luster  in  the  field  of  management  a( 
Yale  has  in  law,"  he  says.  Gaiten  dotil 
yet  have  specific  plans  for  doing  tjit 
But  once  he  gets  going,  Garten  hi 
shot  at  making  a  deep  imprint  v 
long-troubled  institution.  I 
By  John  A.  Byrne  in  New  iK 


EVERY  YEAR 


THESE  GUYS  COME  UP 


WITH  500  MORE  REASONS 


FOR  YOU  TO  HIRE  US. 


Yikes!  They're  busy  passing  over  500  legislative 
changes  a  year  that  can  affect  your  business.  But  for  the 
250,000  employers  (both  large  and  small)  who  count  on 
us,  keeping  up  with  this  frantic  pace  is  a  breeze. 

Because  we're  ADP,  the  people  who  stay  on  top  of 
these  regulatory  changes  for  you.  So  you  don't  have  to 
waste  time  doing  it  yourself.  And  you  never  have  to 
worry  about  whether  you're  meeting  the  latest  laws. 


From  PICA  rate  changes  to  the  taxability  of  benefits  to 
keeping  payroll  updated  for  year-end  reporting,  if  a  new 
law  impacts  payroll,  employee  recordkeeping  or  human 
resource  management,  ADP  makes  it  easier  on  you.  No 
recalculating,  no  reprogramming,  no  risk. 

So  call  for  a  free  subscription  to  our  newsletter  and 
to  see  how  we  can  help  you  manage  change.  Because 
while  you're  reading  this,  they're  writing  more  laws. 


1  800  CALL  ADP  ext.  327 

-  -  :  • 

r     PAY  S     T  O      H  I  R  E     U  S  ^ 

)LL  SOLUTIONS  •  TAX  &  REGULATION  MANAGEMENT  •  HUMAN  RESOURCE  SYSTEMS  •  BENEFIT  PLAN  ADMINISTRATION 


News:  Analysis  &  Commentary 


BASEBALL 


THE  BOZOS 
OF  OCTOBER 

It's  a  tough  job,  but  the  owners  are  making  fans  even  angrier 

In  1986,  the  year  the  Boston  Red 
Sox  played  the  New  York  Mets  '  t 
in  the  Woi'ld  Series,  Boston  na- 
tive Larry  Swasey  was  in  a  New 
York  hospital  with  a  serious  heart 
condition.  His  doctors  playfully  told 
Swasey  his  allegiance  to  the  BoSox 
might  adversely  affect  their  treat- 
ment program.  This  year,  Swasey 
is  sick  again — sick  to  his  stomach. 
The  Red  Sox  are  in  the  playoffs, 
but  he  can't  get  a  game  on  TV.  Be- 
cause baseball  is  experimenting 
with  its  first  regionalized  playoff 
broadcasts,  he'll  get  only  the  hated 
New  York  Yankees  games  at  home. 
"I'm  very,  very  upset  with  base- 
ball," Swasey  moans. 

Join  the  crowd.  Just  when  base- 
ball fever  should  be  hitting  its  peak 
with  the  launch  of  the  classic  fall 
playoff  series,  the  mood  is  lousy. 
Regional  playoff  broadcasts  are  just 
the  latest  insult  to  fans  who  saw 
the  playei's'  stiike  snuff  last  year's 
exciting  pennant  drive  and  the 
World  Series.  Meanwhile,  baseball 
is  still  plagued  by  all  its  old  prob- 
lems: labor  stiife,  cash-strapped  teams,  a 
commissioner  vacancy,  and  a  failed 
broadcast  strategy. 

Irate  fans  and  the  lack  of  progi-ess 
are  costing  baseball  plenty.  League  in- 
siders estimate  that  leaguewide  reve- 
nues will  I'each  just  $L4  billion  this  year, 
well  below  the  $L8  billion  in  1993.'  At- 
tendance started  the  season  down  20% 
from  last  yeai'  and  didn't  budge,  despite 
the  new  "wild  card"  fonnat  designed  to 
boost  late-season  numbers.  National 
broadcasting  revenues  will  come  in  20% 
below  199o's  $1  billion,  while  local  bi'oad- 
cast  and  cable  advertising  will  fall  to 
$400  million,  a  80%.  drop.  The  numbers 
are  so  bad  that  even  millionaire  ball- 
playei's  are  taking  a  hit.  Average  pay 
dropped  to  $1.07  million  from  $1.26  mil- 
lion, the  first  decline  in  eight  years. 
MUTUAL  SUFFERING.  That  spells  trouble 
in  ball  yards  nationwide.  Franchises 
that  appreciated  at  a  15%  annual  rate 
prestrike  are  stuck  in  neutral:  The 
Oakland  Athletics,  which  projected  a 
$20  million  loss  this  year,  sold  for  only 
$85  million.  And  newspaper  heir  Ke- 
vin McClatchy  wants  to  pay  the  same 


amnuiu  tor  the  near-dead  Pittsburgh 
Pirates,  also  spilling  $20  million  in  red 
ink  this  year  "We  need  to  have  a  new 
order  of  economics  to  be  competitive," 
says  Pii-ates  President  Mark  Sauer.  His 
suggestion:  wealthy  teams  sharing  rev- 
enues with  poorer  teams,  an  idea  own- 
ers can't  agree  on  after  three  years  of 
argTiment. 

It's  not  just  the  basket  cases  that 
are  hurting.  The  Houston  Astros  gave 
away  tickets  at  the  beginning  of  the 
season,  and  Florida  Marlins  owner  H. 
Wayne  Huizenga  was 
selling  $1  seats  in  Sep- 
tember. Tlie  powerhouse 
Atlanta  Braves  signed 
only  two  new  sponsors 
this  year — barely  replac- 
ing those  lost  diu-ing  the 
strike.    The  Chicago 
Cubs,   in   the  playoff 
hunt  through  the  end  of 
September;  will  probably 
lose   $15   million  this 
year,  team  insiders  say. 
"This  season  has  been  a 
cold  shower  for  players 


and  owners,"  says  Colorado  Ro: 
ovvTier  Jeny  McMonis,  whose  tean 
tinued  to  win  in  the  box  scores  an(.. 
ger  sheets. 

Now  it's  looking  as  though  19i 
not  so  much  a  hangover  from  the  ;  i 
as  a  harbinger  of  what's  ahead.  I 
talks  have  moved  nowhere  since 
resumed  in  mid-May,  and  source 
both  sides  concede  that  major  ri 
ment  isn't  likely  until  next  y 
spring  ti-aining  looms.  And  wit 
coming  breakup  of  The  Bas 
Network  joint  ventui'e  among  i 
ball,  Capital  Cities/ABC  Inc. 
NBC,  the  league  has  to  negof 
new  deal  even  though  it  can't 
antee  a  stiike-free  1996  season, 
trouble  with  baseball  is  they 
repair  the  damage  they've 
says  Stanford  University  econ 
Roger  Knoll,  who  has  worke 
consultant  to  the  players'  uni 
There's  little  time  to  waste 
teams  start  selling  1996  adve: 
time  as  soon  as  1995's  last  ct; 
called,  the  luiceitain  labor  and  tiM 
cast  outlook  will  have  an  imm(i» 
impact.  Worse  still,  some  of 
ball's  core  problems — slumber-i 
ing  game  length,  a  nonexistent 
keting  strategy,  listless  lice 
sales,  and  the  lich  club/poor  cli 
chotomy — won't  be  addressed 
CLEVELAND    the  league  is  i 
NOW  PLAYS    cupied  with  labo 
ONLY  TO        television  troub! 
LOCALS  Yor  many  fan 

most  immediate  frustration  is  the  le; 
decision  to  broadcast  playoffs  regie 
I'ather  than  nationally.  Baseball  Ne1| 
officials  declai-ed  before  the  playoffii 
the  netwoi'k  would  satisfy  fans  wiffr 
quent  score  updates  and  cameos  oi 
paced  action  fi-om  games  played  in 
regions.  It  ceitainly  did  not  satisfy  ( 
land  Indians  fan  David  H.  Reslei', 
economist  of  Nomiu-a  Securities 
national  Inc.  in  New  York.  The 
had  gone  since  1948  without  a  p» 
win — 16,816  games — and  Resler  co  J 
catch  theii"  Oct.  4  v" 
over  Boston.  "I  s 
through  every 
channel  I  have,"  I 
says.  "This  stinks 
it's  bad  for  basebal 
time  when  they 
need  something  th 
ienates  the  fans." 
AVERAGE  PER-GAME   enough.  Baseball'i 


BACKLASH 


AUENDANCE 


85  '87  '89  '91  '93 
lTHOUSANDS 

DATA  MAJOR  LEAGUE  BASEBALL 


fan  alienation  dowi 
fine  art. 

By  David  Greisi 
Atlanta,  with  St( 
Baker  in  Pittsburg 
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Centuries 
r  Danle,  Tuscany 
ilinues  lo  inspire 
greal  writing. 


^rU  icchiolosm       lulian  region 

'ew  Sienna  Lacquer. 

lliat  gave  llie 
)rltl  Pelrarcli.  Boccaccio,  and  Danle. 

ese  exquisite  new  pens 
id  pencils  won  I  necessarily  maLe 
vou  a  literary 


sensation,  we 


do 


promise  you  this: 
M'riling  wi      il  lem 
is  pure  poelry. 
Sienna  Lactpier 
writing  instruments 
offer  a  unique 
»ml>ination  o  f  Art  D  eco  stvl  ing 
id  advanced  teclinology.    As  part 
tke  Cross  Townsend  Collection, 


Exffuisiie  design 
ccenls.  classic  Cross 
styling 


Jeweler  s  allenli' 
to  Jettiil 


tliey  draw  on  a  Cross  design  first 
seen  nearly  seventy  years  ago.  A 
distinctive  marUed 
l>roM  n   an<l  l»lacL. 
|)  a  1 1  e  r  n    is   li  a  n  d 
polished  to  a  deep, 
l>rilliant  gloss  finish 
and  accented  hy  22 
Larat  gold  electro- 
plated appointments.     Four  mod<'ls 
are  offere<l  to  suit  a   variety  ol 
writing  preferences: 
lountain  pen.  hall- 
|>oinl  pen,  rolling  l><ill 
p  <■  n  ,    and    0 . 5  m  m 
pen<  I  I.  WitI  I  llieir 
\\i>rl,l-nn,.Hnr,l       lil<'tinie  nieclianical 

C rass  ttii€iltt\ 

guar<intee.  Sienna 
Lacquer  writing   instruments  are 
certain  to  he  cherished  lor  generations. 


The  Cross  Townsend  Collection. 
Ad  ramatic  wide-diameter 
interpretation  o  f  ihecl  assic 
Cross  sillioucHe. 


r  rom  $6,5  to  $160,  and  awaiting 
your  review  at  fine  gift  stores  an<l 
stationers  I 
nationwide. 


SINCE  1  S4B 


llOft'N  ABOVi:   Tin:  (ROSS  TOVNSCNU  SITNNA  I.ACQI'KR  iniNTAIN  PtN  AND  BAII   I'OIM   I'lN  WITH  11  kARAI  IIK 

FOR  A  LOCAL  RETAILER,  CALL  1-800-989-3959. 


I  Kdl'l  All  I)  APPOINTMI  N  IS 


In  Business  This  Week 
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CULLING  ORANGE 
COUNTY  CULPRITS? 

JUST  TWO  WEEKS  AFTER  THE 

California  legislature  gave 
Orange  County  a  reprieve 
from  its  budget  crisis,  the  Se- 
curities and  Exchange  Com- 
mission began  knocking  on 
the  door.  Sources  say  that  in 
late  September,  the  regula- 
tor sent  out  notices  to  people 
and  firms  involved  in  debt  is- 
suance in  Orange  County  in 
the  summer  of  1994.  The 
sending  of  the  notices  indi- 
cates that  the  SEC  is  in  the 
last  stages  of  deciding  if  any- 
one should  be  chai-ged  with 
fi-aud.  A  source  confinns  that 
Robert  Citron,  foiTner  county 
treasui'er,  has  received  one. 
Most  of  the  Wall  Street  firms 
that  underwrote  the  issues 
said  to  be  under  scrutiny,  in- 


CLOSING  BELL 


PACKAGING  PLAY 

Will  Tenneco  bag  higher  prof- 
its from  plastics?  On  Oct.  2, 
the  Houston  company  said  it 
would  spent  $1.27  billion  to 
add  Mobil's  Hefty  Bags  and 
Baggies  products  to  its  pack- 
aging division,  a  business 
expected  to  generate  32%  of 
total  operating  profits  of  $1.5 
billion  this  year.  The  move 
came  on  top  of  asset  sales 
and  other  restructuring 
moves.  But  Tenneco  shares 
are  still  9%  off  their  late  July 
trading  range  of  50.  Analysts 
say  investors  are  concerned 
about  competition  faced  by 
Tenneco's  natural-gas  unit. 


JULY  7  OCT.  3 
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eluding  Merrill  Lynch,  cs 
First  Boston,  and  Rauscher 
Pierce  Refsnes,  and  the  coun- 
ty itself  declined  to  comment. 
PaineWebber  says  it  has  re- 
ceived no  notices. 


A  BIRD 

IN  THE  HAND 

TORONTO    DEVELOPER  PAUL 

Reichmann  always  said  he 
would  win  back  the  massive 
Canary  Wharf  office  complex 
in  London.  On  Oct.  2  he  may 
have  achieved  his  goal  when 
newly  formed  International 
Property,  with  Reichmann  as 
president,  agi-eed  to  ante  up 
$L2  billion  to  buy  the  proper- 
ty from  the  11  banks  that 
have  owned  it  since  the  col- 
lapse of  Reichmann's  Olym- 
pia  &  York  Developments. 
Reichmann  and  his  family  are 
buying  a  5%  stake  for  $60 
million.  Most  of  the  rest  of 
the  money  is  coming  from 
CBS  Chaimnan  and  Reichmann 
friend  Laurence  Tisch,  inve.s- 
tor  Michael  Price's  fund-man- 
agement group,  and  Saudi 
Prince  Alwaleed  bin  Talal  bin 
Abdulaziz  Alsaud. 


GENENTECH'S  HANDS 
ARE  CLEAN  

BIOTECH  PIONEER  GENENTECH 

and  distributor  Caremark  In- 
ternational seem  to  have  put 
another  scandal  behind  them. 
On  Oct.  3,  Vice-Pi-esident  Ed- 
mon  Jennings  and  three  exec- 
utives of  Caremark  were  ac- 
quitted in  a  Minneapolis 
(listrict  court  related  of  all 
charges  to  alleged  Medi- 
care/Medicaid  violations. 
Without  waiting  to  hear  de- 
fense arguments,  the  judge 
ruled  that  the  prosecution 
failed  to  prove  that  the  men 
had  played  any  illegal  role  in 
a  kickback  scheme  to  pro- 
mote sales  of  Genentech's  hu- 
man growth  hormone.  In 
July,  when  Genentech's  board 
ousted  CEO  Kirk  Raab,  there 
was  speculation  that  the  case 
was  partly  behind  the  direc- 


HEADLINER:  JOHN  AKERS 


II 


AKERS  AND  HANSON-TOGETHER  AGAIN 


Former  ibm  Chairman  John 
Akers  has  kept  a  low  pro- 
file since  being  pressured 
by  shareholder  activists 
to  step  down  in 
1993.  But  his  lat- 
est gig  shows  a 
real  knack  for 
letting  bygones 
be  bygones.  In 
late  September, 
Akers  joined  the 
advisory  board  of 
Du-ectorship  Inc.,  a 
Greenwich  (Conn.)  consult- 
ing fiiTO  that  advises  corpo 
rate  boards  on  directors' 
legal  responsibihties,  pay, 
and  other  issues. 

Akers  goes  way  back 
with  at  least  one  fellow 
member  of  Directorship's 
board,  Dale  Hanson.  The 
former  ceo  of  the  Califor- 
nia Pubhc  Employees'  Re- 


tirement System  may  ha\ 
contributed  to  Akers' 
ouster:  While  at  CalPERS,, 
Hanson  put  pressure  oi 
IBM's  board  to  do 
something  about 
the  company's 
poor  perfor- 
mance. "We  ti 
and  get  as  di- 
verse a  group 
people  as  we 
can,"  says  Peter 
Garrett,  pubUsher  c 
the  consulting  firm's 
newsletter,  Directorship. 
What  will  Akers,  who  als 
serves  on  the  boards  of 
PepsiCo  Inc.  and  the  Nev 
York  Times  Co.,  add? 
"The  experience  of  35 
years  in  business,"  Akers 
says.  "I  don't  have  any- 
thing else  to  say." 

By  Elizabeth  Lesi 


tors'  move,  even  though  the 
company  itself  was  not 
charged. 


ANOTHER  ASTROLINK 
ASPIRANT  

LOCKHEED  MARTIN  -JOINED  THE 

race  to  establish  a  global  sat- 
eUite  system  to  provide  data, 
voice,  and  video  communica- 
tion. A.strohnk,  the  $4  billion 
project,  would  put  up  nine 
satellites  by  2000  to  meet  the 
demand  for  global  network- 
ing. The  company  will  be 
competing  against  Microsoft 
founder  Bill  Gates,  General 
Motors'  Hughes  Electronics 
unit,  and  Motorola. 


ONE-STOP  SHOPPING 
ON  THE  NET  

U  S  WEST  PLANS  TO  ANNOUNCE 

on  Oct.  11  a  venture  with 
high-tech  all-stars  Microsoft, 
Cisco  Systems,  Netscape,  and 
Lotus  Development  to  try  to 


take  the  lead  in  markeli 
Internet  services  to  clie| 
The  idea:  to  create  a  one-si 
shop  for  companies  that  wni 
to  do  everything  from  setif 
up  pages  on  the  World  Vlf 
Web  to  sending  sensitive  (: 
over  the  Net  to  supph ' 
"This  is  a  huge  new  front 
says  Executive  Vice-Pr 
dent  Catherine  Hapka,  1 
who  is  leading  the  efft 
Some  analysts  say  U  S  V 
has  done  more  legwork  ti^ 
AT&T,  MCI,  and  BellSoii 
which  plan  similar  servic( 

ETCETERA... 

a  Germany  says  ex-Baril 
trader  Nick  Leeson  canjl 
extradited  to  Singapore. 

■  David  Rockefeller  is  iniii 
bidding  for  landmark  Ro( 
feller  Center 

■  Is  Craig  McCaw  next 
Nextel?  CEO  Wayland  H 
abiTiptly  resigned. 

■  Former  Apple  exec  J( 
Louis  Gassee  launched  >' 
Inc.,  a  PC  company.  l| 


52  BUSINESS  WEEK  /  OCTOBER  16.  1995 


MINIMIZE  MASS. 
MAXIMIZE  ACCELERATION. 


Up  to  5  Hours 
of  Battery  Life 


f>orte:oe 

61  OCT 

;  Intel  Pentium"  processor 

1.  color  TFT  active  matrix  display 

Is  24-bit  true  color  ( 16.7  million  colo: 

llion  Bytes|=686MB)  HDD 

AM,  upgradable  to  40MB 

il-bus  video 

ited  16-bit  Sound  Blaster  "  compatible 
system 

ihanced  Lithium  Ion  battery 

icked  PC  Qrd  slots 

^e  II  or  one  Type  III) 

lint"  integrated  pointing  device 

si  3.5"  1.44MB  floppy  drive 

-9.9"  X  7.9"  X  2.0" 

lal  Port  Repliator 

Vindows*  for  Workgroups.  iiiil 
me'"  Power  Management  -~— «1 
!-esse  "  software  riaH 
t  technical  support  — 
a  week/  24  hours  a  day  ^-f^.- 


THE  NEW  ULTRAPORTABLE  PORTEGE". 

Introducing  the  Portege  61  OCT,  the  newest  member  of  the  award-winning  Portege  Series.  Now  you  can 
get  the  incredible  speed  of  a  90MHz  Pentium  "  processor  in  an  ultraportable.  It's  packed  with  all  the  features 
you'd  expect  in  a  full-size  computer.  A  Lithium  Ion  battery  provides  up  to  five  hours  of  use  without  a 
recharge.  Add  to  that,  a  spacious  720  Million  Byte  HDD,  a  large  9.5"  diagonal  color  display,  a  captivating 
sound  system  and  an  optional  Port  Replicator  for  one-step  connection  to  your  desktop. 
See  how  far  Toshiba  has  taken  portable  computing. 


And  think  where  it  can  take  you. 

Call  1-800-457-7777  for  your  nearest  dealer. 


m 


Pentium 


In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba.  The  World's  Best  Selling  Portable  Computers. 

395  Toshiba  America  Information  Systems.  Inc  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  then  lespective  companies  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation 
The  Portege  Series  has  won  1994  PC  Computing's  Product  of  the  Year  and  Portable  MVP  and  PC  Magazine's  award  for  Technical  Excellence 


Don't  you  wish  p 
we  could  just  do  this  to  airpollutia 


1  1993  AMERICAN  GAS  ASSOCIATION 


r 


In  a  way  we  can—  i 
because  cars  and  trucks  tha! 
run  on  natural  gas  reduce  tl 
emissions  that  cause  smog  I 
80%— and  virtually  eliminat 
soot. 

The  fact  is,  natural  gas 
the  cleanest  burning  altern^jVL 
fuel  available  today 

And  the  least  expensivi 

30%  less  expensive  per;' 
than  gasoline. 

Because  it's  so  clean, 
natural  gas  also  cuts  maintt 
nance  costs.  Oil  changes  an^ 
tune-ups  are  cut  in  half,  and 
there  is  less  engine  wear. 

Small  wonder  that  ther 
are  thousands  of  natural  ga; 
cars  and  trucks  on  America's 
roads  today 

With  more  being  built  t 
Chrysler,  Ford,  and  General 
Motors  every  day 

If  all  fleet  owners- 
companies  and  communitie 
—across  the  country  would 
switch  to  natural  gas  as  thev 
replace  cars  and  trucks,  it  W' 
really  make  a  difference  in 
our  air 

A  breathtaking  differen 


Clean,  economical  natural  gas.  Think  what  we'll  sa': 


ashington  Outlook 


ED  BY  OWEN  ULLMANN 


IE  WORLD  BANK'S 
INELY  DEFENDER 


Ihen  it  comes  to  global  networking,  new  World  Bank 

President  James  D.  Wolfensohn  is  in  a  class  by  himself. 

Good  thing,  because  he'll  need  every  golden  connection 
Rolodex  to  stave  off  an  assault  on  the  beleaguered  in- 
ional  lending  agency  by  Capitol  Hill  Republicans, 
head  of  his  own  Wall  Street  investment  bank  until 
pring,  the  61-year-old  Australia  native  rubbed  elbows 
)otentates  of  commerce  and  government  alike.  So  he'll 
ght  at  home  when  officials  from  178  nations  converge  on 
ngton  for  the  World  Bank's  annual  meeting  on  Oct. 

But  much  of  Wolfensohn's  schmoozing 
e  aimed  at  shoring  up  global  support 
e  International  Development  Assn.,  a 
illion,  interest-free  lending  progi'am  for 
grid's  poorest  nations.  Why?  GOP  budget- 
s  in  Congress  are  hkely  to  halve  the 
illion  annual  U.  S.  contribution  to  IDA — 
'e  that  Wolfensohn  warns  could  throw 
i^hole  field  of  development  in  tunnoil." 
CASUALTIES.  Such  warnings  matter  lit- 
Hill  conservatives,  who  are  salivating  at 
ance  to  weaken  multilateral  institutions 
IS  the  World  Bank.  Many  Repubhcan 
ikers  are  neo-isolationists  who  view  the 
as  a  tool  of  world-government  types. 

id  free-marketeers,  they  also  resent   

unent  lending.  And  given  the  cmrent  imperative  to  rein 
nding,  foreign  aid  is  a  prime  candidate  for  cuts. 

the  casualties  go  beyond  IDA.  Congress  also  plans  to 
F  U.  S.  funding  for  the  African  Development  Bank  and 
y  reduce  pledges  to  a  similar  Asian  fimd.  "We  can't  ask 
iople  in  this  country  to  sacrifice  while  we're  fully  fimd- 
e  needs  of  Third  World  countries,"  says  Representative 

CaUahan  (R-Ala.),  who  chairs  the  House  appropriations 
nmittee  for  foreign  operations. 

Wolfensohn,  much  more  is  at  stake  than  federal  dollars, 
er.  Since  the  end  of  World  Wai-  II,  there  has  been  a  bi- 


WOLFENSOHN:  Gold  Rolodex 


partisan  consensus  in  the  U.  S.  to  be  the  lead  sponsor  of  in- 
ternational lending  institutions,  if  for  no  other  reason  than  to 
assert  American  influence  around  the  globe.  Now,  if  the  U.  S. 
abandons  its  commitments,  other  donor  nations  will  follow 
suit,  Wolfensohn  fears.  Already,  France  and  Germany  are 
threatening  to  cut  off  future  IDA  funds  and  form  a  Eurocen- 
tric program — which  could  cut  U.  S.  suppHers  out  of  pro- 
curement contracts.  That  scenario  gives  World  Bankers  the 
wilhes.  "This  could  be  disastrous,"  frets  Eveline  Herfkens,  a 
Dutch  member  of  the  bank's  executive  board.  "If  the  U.  S.  is 
not  going  to  foot  its  share  of  the  bill,  it  could 
be  impossible  to  sustain  the  framework  for 
multilateral  lending." 

NEW  PET.  Congress'  reluctance  to  cough  up 
aid  for  ida  also  may  spell  trouble  for  a  new 
Wolfensohn  pet  project.  He  had  hoped  to  use 
the  annual  meeting  to  lobby  for  a  debt-for- 
giveness fund  for  the  poorest  nations,  such 
as  those  in  sub-Saharan  Africa.  But  the  new 
plan  is  drawing  flak  from  bank  and  govern- 
ment officials  who  fear  that  financing  for  a 
new  aid  project  would  simply  suck  fimds  from 
existing  progi'ams,  including  ida. 

Democrat  Wolfensohn  has  lined  up  one 
powerful  ally:  Bill  Clinton.  When  Senate  gop 
leaders  asked  the  Administration  how  it  would 
allot  an  uncommitted  $440  million  in  foreign  aid,  the  Pi-esident 
suggested  that  nearly  half  go  to  ida.  Hill  staffers  see  Wolfen- 
sohn's velvet  touch  at  work:  In  August,  he  threw  a  bash 
for  Clinton's  49th  birthday  at  his  vacation  home  in  Jackson 
Hole,  Wyo.  "Now  we  know  the  value  of  hosting  a  birthday 
party  for  the  President,"  muses  one  House  gop  staffer. 

But  Wolfensohn,  an  accomplished  cellist,  will  find  Hill  Re- 
publicans much  harder  to  play.  Wolfensohn's  success  at  the 
World  Bank  depends  on  his  ability  to  win  over  critics — who 
increasingly  think  the  bank  is  out  of  tune  with  the  times. 

By  Demi  Foust 


;apitalwrapup 


WHAT  DO  YOUm 

eryone  knows  what  Steven  Spiel- 
does — except,  apparently,  Presi- 
CHnton's  reelection  committee. 
Hollywood  mogul  is  among  many 
-known  Presidential  donors 
3e  occupations  are  missing  from  a 
)f  1995  contributors.  Federal  law 
ires  campaigns  to  make  a  "best 
•t"  to  describe  donors'  jobs,  but 
information  was  excluded  for 
benefactors  as  Edgar  Bronfman 
)resident  of  Joseph  E.  Seagram  & 
i  Inc.;  lobbyist  Roy  M.  Neel,  Clin- 


ton's former  deputy  chief  of  staff;  and 
Swanee  G.  Hunt,  ambassador  to  Aus- 
tria. After  the  Federal  Election  Com- 
mission griped,  the  Clintonites 
promised  to  ask  donors  for  more  data. 

CEOs  LOVE  A  MAN  IN  UNIFORM 

►Do  CEOS  want  a  fellow  exec  in  the 
Oval  Office  in  '96?  Not  according  to  a 
straw  poll  at  a  Sept.  28  business 
WEEK  conference  in  Washington.  Only 
5  of  90  CEOS  named  Forbes  Inc.  chief 
Steve  Forbes  as  their  Presidential 
pick.  The  top  choice:  retired  General 
Colin  Powell,  with  37  votes.  Senate 


Majority  Leader  Bob  Dole  (R-Kan.) 
was  a  distant  second,  at  17  votes. 

A  SHOCK  FOR  UTILITIES 

►The  House,  concerned  that  local  util- 
ities are  gouging  the  Defense  Dept., 
voted  to  end  electric  utility  monopo- 
Hes  on  Pentagon  contracts.  Rival  en- 
ergy companies  say  if  they  could  bid, 
the  Pentagon  would  shave  its  $2  bil- 
lion annual  electricity  tab  by  more 
than  10%.  But  contract-holders  are 
fighting  the  bill  in  the  Senate  by 
warning  that  lost  military  business 
will  drive  up  residential  rates. 
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International  Business 


CHINA 


THE  NEW  TRADE 
SUPERPOWER 

China's  U.S.  surplus  is  soaring,  and  its  markets  are  rigged 


On  the  political  front,  U. S.-China 
relations  seem  headed  for  a  thaw 
after  a  long,  frigid  summer.  The 
rapprochement  ranges  from  new 
U.  S.  reassm-ances  that  it  won't  upgi'ade 
relations  with  Taiwan  to  Chinese  pi'om- 
ises  to  halt  a  sale  of  nuclear  equipment 
to  Iran.  Pi-esident  Clinton  even  plans  to 
meet  with  Chinese  President  Jiang  Ze- 
min in  late  October  in  New  York. 

When  it  comes  to  economic  issues, 
however,  there's  trouble  ahead.  China's 
trade  surplus  with  the  U.  S.  is  expect- 
ed to  hit  a  record  of  $40  billion  this 
year.  And  if  current  trends  continue, 
China  will  surpass  Japan's  $66  billion 
surplus  with  the  U.  S.  before  the  end  of 
the  decade. 

DISDAIN?  In  fact,  U.  S.  economic  policy- 
makers believe  that  China  may  have 
already  eclipsed  Japan  as  America's 
No.  1  trade  headache.  China's  quasi-so- 
cialist mega-economy 
combines  a  mercantilist 
industrial  policy  with 
disdain  for  internation- 
al noiTTis,  critics  say.  "I 
see  a  problem  of  im- 
mense proportions," 
says  one  senioi-  Clinton 
Administration  official. 
"[China]  is  a  far  more 
formidable  economic 
concern  for  us  than 
Japan." 

Why  are  U.S.  offi- 
cials coming  to  this 
sudden  recognition? 
One  reason  is  the  mas- 
sive relocation  of  ex- 
port industries  from 
Hong  Kong,  Taiwan, 
and  South  Korea  onto 
the  mainland.  Virtually 
the  entire  Hong  Kong 
toy,  watch,  and  gar- 
ment industries  are 
now  in  China.  Taiwa- 
nese pi  oducers  of  Nike 
and  Adidas  shoes  also 
have  shifted  output  to 
China.  The  latest  wave 


U.S.  TRADE  BALANCES 
SCORE  SOME  ASIAN  GAINS. 
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BUT  THE  DEFICIT  WITH 
CHINA  IS  WORSENING 
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of  relocations  features  compact-disk 
players,  cellullar  phones,  portable  ster- 
eos, and  personal  computers.  That's 
partly  why  U.  S.  trade  imbalances  with 
Asia's  Tigers  are  improving,  while  the 
deficit  with  China  is  worsening  (charts). 

It's  also  increasingly  clear  that  the 
Chinese  intend  to  use  American  and 
European  investments  to  put  them- 
selves on  the  map  in  such  export  indus- 
tries as  autos  and  auto  parts,  semicon- 
ductors, and  telecommunications  gear. 
Ford  Motor  Co.  says  its  new  venture 
with  Jiangling  Motors  Co.  will  produce 
minivans,  not  only  for  the  Cliinese  mar- 
ket, but  also  for  sale  overseas.  As  Ford 
and  General  Motors  Corp.  compete  for 
a  $2  billion  Shanghai  family-sedan  joint 
ventiu'e,  they  are  both  investing  in  the 
Chinese  parts  industry,  raising  the 
chance  that  Chinese  vehicles  and  parts 
will  reach  international  standards. 

In  short,  China's  ex- 
port surge  is  just  get- 
ting into  gear,  and  al- 
ready the  surpluses 
with  the  U.  S.  have 
reached  painful  levels. 
That's  a  problem  for 
Clinton,  who  has  made 
opening  markets-  the 
centerpiece  of  his  for- 
eign policy.  U.  S.  offi- 
cials' biggest  worry:  a 
vigorous  assault  next 
year  on  China's  most- 
favored-nation  trade 
status  by  an  alliance  of 
China  critics  and  eco- 
nomic nationalists  on 
Capitol  Hill,  "mfn  is 
going  to  be  in  real 
jeopardy  next  year  if 
China  doesn't  open  its 
doors  more  to  U.  S. 
companies,"  says  one 
political  adviser. 

The  stakes  for  U.  S. 
business  are  enormous. 
China's  sheer  size 
makes  it  impossible  for 
multinationals  to  ig- 
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nore.  "Any  international  company  1 1 
not  planning  to  do  something  in  Ci 
is  probably  missing  a  bet,"  says  J. 
cy  O'Rourke,  CKO  of  Vaiian  Associ  e 
Inc.,  a  California  manufacturer  of  r  d 
ical  equipment.  "It's  like  the  froi:e 
of  days  past." 

But  there's  a  dark  side  to  Chinja 
the  Wild  East.  In  dealing  with  pM 
lems  ranging  from  opaque  licensinjn 
quii'ements  to  pressiu-e  to  transfer 
nology,  U.  S.  executives  are  discove|D 
that  China  intends  to  limit  impf! 
while  creating  new  rivals.  "The 
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sponsibilities,"  says  Dana 
G.  Mead,  CEO  of  Tenneco 
Inc.  and  chairman  of  the 
National  Association  of 
Manufacturers. 

Conditions  for  China's 
entry  into  the  global 
trade  system  and  other 
tough  issues  will  come  to 
a  head  in  mid-October 
when  Deputy  U.  S.  Trade 
Representative  Charlene 
Barshefsky  visits  Beijing. 
Barshefsky  will  turn  up 
the  heat  on  China's  lead- 
ers to  fulfill  past  pledges 
to  halt  counterfeiting  of 
U.  S.  software,  movies, 
books,  and  music  record- 
ings. She  vdll  also  press 
for  better  access  to  Chi- 
na's markets  for  U.  S. 
telecommunications  and 
insurance  providers  and 


countries,  all  aimed  at  circumventing 
U.  S.  textile  quotas.  Beijing's  crack- 
down on  counterfeiting  of  U.  S.  intel- 
lectual property  has  been  lackluster, 
at  best. 

ALARM  BELLS.  It  is  the  Chinese  strate- 
gy to  enter  newer  high-end  industries, 
however,  that  is  helping  to  set  off  the 
latest  alarm  bells  in  Washington.  China 
used  to  import  up  to  10,000  autos  a 
year,  placing  its  orders  in  high-profile 
shopping  sprees  timed  for  the  annual 
spring  debate  over  mfn.  But  since  the 
Administration  delinked  China's  trad- 
ing status  from  progress  on  human 
rights,  Chinese  officials  have  virtually 
choked  off  auto  imports. 

Instead,  Beijing  is  pitting  Ford,  gm, 
and  other  big  automobile  manufacturers 
against  each  other  in  a  bidding  war 
designed  to  transfer  technology.  "These 
companies  are  being  pressui'ed  to  build 
up  their  eventual  con'petitors,"  says 
Greg  Mastel,  senior  fellow  at  Wash- 


Beijing  is  pitting  Ford,  GM,  and 
other  big  carmakers  against  each 
other  in  a  bidding  war  designed  to 
transfer  technology 


are  10  years  behind  us,"  says  one 
tech  executive,  "but  if  they  can 
us  to  take  on  partners  and  ex- 
)ur  production,  they'll  build  up  the 
ology  and  capital  eventually  to 
ete  with  us." 

at's  why  Corporate  America  is 
quare  behind  the  Administration's 
ence  that  China  should  be  allowed 
n  the  new  World  Ti-ade  Organiza- 
WTO)  only  if  it  agrees  to  accepted 
national  commercial  rules.  "We 
want  them  to  be  at  the  party 
ut  meeting  their  real  global  re- 


for  elimination  of  unsci- 
entific standards  that 
keep  out  U.  S.  wheat  and 
citrus  fruit. 

Although  some  U.  S. 
hawks  argue  that  Wash- 
ington should  push  much 
harder,  that  risks  ignit- 
ing a  Chinese  backlash. 
Chinese  experts  argue 
the  solution  is  to  admit 
China  into  the  WTO  and 
draw  it  into  a  deeper 
embrace,  encouraging  it 
to  gradually  open  pro- 
tected industries.  They 
warn  that  any  tougher 
steps  will  deepen  fears  that  the  U.S.  is 
conspiring  to  "contain"  China.  "People 
are  thinking,  'The  Americans  keep  ask- 
ing for  more  and  more,' "  says  Hai  Wen, 
deputy  director  of  the  China  Center 
for  Economic  Research  at  Beijing  Uni- 
versity. "This  is  becoming  interference 
in  our  national  independence." 

But  Beijing  also  has  made  a  bad  sit- 
uation worse  through  its  own  failings. 
It  hasn't  been  able  to  effectively  police 
transshipments  of  textiles.  Huge  cjuan- 
tities  of  clothing  made  in  China  are  re- 
labeled "Made  in  Hong  Kong"  or  other 


ington's  Economic  Strategy  Institute. 

U.  S.  trade  officials  vow  to  keep  the 
pressure  on  China  to  make  good  on  its 
commitments.  Their  leverage?  Blocking 
Chinese  entry  to  the  WTO  until  Beijing 
agrees  to  play  by  global  rules.  Says 
one  top  U.  S.  official:  "We  cannot  allow 
to  happen  [with  China]  what  happened 
with  Japan  for  four  decades — sanctu- 
ary markets  at  home  and  an  open  U.  S. 
market." 

For  once,  the  Administration  appears 
to  be  speaking  with  a  single  voice.  At 
his  Sept.  27  meeting  with  Foreign  Min- 
ister Qian  Qichen,  Secretary  of  State 
Warren  M.  Christopher  pointedly  told 
his  Chinese  counterpart  that  he  would 
have  to  deal  with  U.  S.  Trade  Represen- 
tative Mickey  Kantor  on  trade  matters. 
"It  was  a  way  of  letting  [the  Chinese] 
know  there  would  be  no  court  of  ap- 
peal" to  the  usually  more  sympathetic 
State  Dept.,  says  one  U.  S.  official.  Clin- 
ton also  will  have  an  opportunity  to 
keep  trade  on  the  table  if  he  meets 
Jiang  in  October.  As  Washington  is 
starting  to  recognize,  this  is  one  battle 
that  is  just  beginning. 

By  Amy  Borrus  in  Washington  and 
Pete  Engardio  in  Hong  Kong,  with. 
Dexter  Roberts  in  Beijing 
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Intiernational  Business 


RUSSIA 


THE  CONGLOMERATE 

IS  ALIVE  AND  WELL  IN  RUSSIA 

A  strong  new  industrial-financial  combine  could  give  nascent  capitalism  a  big  boost 


When  defense  budgets  started 
sliiinking  during  the  late  1980s, 
managers  of  Moscow's  ehte 
Klirunichev  inissile  factoiy  saw  the  writ- 
ing on  the  waU:  diversify  or  perish.  Theb* 
first  move  was  to  import  computers  and 
stereos  for  resale  to  goods-stai-ved  Rus- 
sian shoppers.  That  import  business  has 
since  evolved  into  privately  owned 
Microdin,  a  conglomerate  that  today  con- 
trols an  impressive  150  companies,  in- 
cluding such  biggies  as  jet  engine  maker 
PeiTn  Motors  and  auto  and 
track  producer  Zil. 

Now,  taking  another  gi- 
ant step,  Mici'odin  will 
merge  next  month  with  a 
bank-controlled  holding 
company  called  Interros 


and  usually  opposed  to  such  unions. 
"They  combine  their  financial  strength 
with  good  industrial  assets." 

The  Microdin  merger  involves  some 
of  the  best-known  Russian  companies 
and  banks.  By  plowing  profits  into  new 
businesses  instead  of  parking  them  in 
offshore  accounts,  the  former  missile 
men  have  buUt  up  a  stable  of  companies 
I'anging  from  retail  stores  and  real  es- 
tate to  banks  and  insurance  companies. 
For  its  part,  InteiTos  is  a  year-old  hold- 

THE  PARTNERS  IN  A  KEY  MERGER 

In  a  $44  million  deal,  Microdin,  a  fast-growing  private  compa- 
ny, is  creating  a  financial-industrial  conglom  erate  by  merging 
with  Interros,  a  holding  company  controlled  by  Oneximbank, 


making  it  the  third-largest  Rus; 
bank;  IFC  is  worth  $1.9  billion 
Microdin  wedding  has  even  caugh 
eye  of  foreign  analysts.  "Probably  t 
the  three  smartest  Russian  comp: 
are  Oneximbank  and  Microdin," 
Charles  Ryan,  an  analyst  with  Mosi 
United  Financial  Group. 

The  new  holding  company  wil 
foiTned  next  month.  It  will  be  capita 
at  $44  million  and  initially  have  assi 
about  $450  million.  Vladimir  Pot: 
president  of  Oneximb] 
will  serve  as  chair: 
with  Microdin  Presi 
Alexander  Efanov  a; 
deputy.  "These  guys  ri 
beheve  in  Mother  Rui 
says  one  Western  am 


(table)  The  combination        the  country's  third-largest  bank  with  assets  of  $3.7 billion        in  Moscow  "They  wai 


will  create  an  industrial 
financial  conglomerate  with 
all  the  cross-holdings  and 
potential  clout  of  a  South 
Korean  chaebol.  The 
Yeltsin  government  has 
been  pushing  for  just  such 
groups  for  nearly  two 
years.  The  idea  is  that  in- 
dustries with  common  in- 
terests would  be  linked  to 
banks  that  could  pick  up 
the  financing  slack  from 
the  state. 

A  REMAKE.  A  behind-the- 
scenes  fight  is  already 
brewing  over  the  role  of 
the  23  new  financial- 
industrial  gi'oups  already 
formed.  The  more  conser- 
vative elements  want  them 
to  serve  as  a  haven  for 
change-resistant  managers  left  over 
from  the  Soviet  era.  Indeed,  critics  say 
the  groups  that  have  been  fonned  so 
far  are  weak  and  ineffective,  created 
by  Ki'emlin  decree  and  owning  mostly 
decrepit,  nearly  bankrupt  factories.  In 
contrast,  the  Interros-Microdin  combi- 
nation could  herald  a  bold  new  way  to 
mai'shal  Russian  capital  to  remake  es- 
sential industries.  "This  looks  very 
good,"  says  Andrei  Volgin,  head  of  the 
Moscow  Committee  for  Shareholders 


INTERROS  Owns  stakes  in 
23  companies  in  metals, 
food,  chemicals,  railroads, 
and  banking. 


MICRODIN  Controls  150 
companies  in  retailing,  real 
estate,  banking,  constioiction, 
jet  engines,  autos,  and  tiucks. 


DATA:  BUSINESSWEEK 


CHAlRMMt:  Interros' Potanin    I  DEPVTY:  Microdin's  Efanov 


ing  company  with  stakes  in  23  compa- 
nies, primarily  in  metals  and  trans- 
poitation,  including  such  blue-cliip  outfits 
as  Norilsk  Nickel. 

Interi'os  has  rich  parents.  They  are 
Oneximbank  and  an  affiliated  unit, 
Moscow-based  International  Financial 
Co.  (IFC).  Fonned  by  Russian  petroleum 
and  metals  exporters  frustrated  by  the 
dearth  of  trade  financing  in  1993,  Onex- 
imbank has  shot  to  banking  stardom. 
Its  assets  have  ballooned  to  $3.7  bilUon, 


show  that  they  can  rer 
companies  without  for 
help,  that  they  can 
on  their  own." 

Neither  man  is  ind 
to  sit  on  assets.  Ins' 
their  strategy  is  to  idej 
potential  national  eh: 
ons,  snap  up  shares, 
in  money,  fii*e  old-thin 
bosses,  and  stick  in  i 
ern  ones.  "The  goal  ol 
new   holding  compa 
Efanov  says,  "is  to 
crease  competitive:! 
spur  investments,  and 
gTade  management  to 
ropean  standards." 
HARD  HIT.  At  this,  M.#P1 
din  has  ab-eady  establii  HlonO 
a  track  record.  In  1 
Mici'odin  and  its  reli 
companies  acquired  a  28%  interes 
Perm  Motors,  which  was  also  hare 
by  defense  spending  cuts  and  by  See 
style  management.  MicrocUn  slashedi 
workforce  from  41,000  to  25,000  r 
placed  in  charge  one  of  its  own  *' 
tenants,  32-year-old  Mikliail  A.  Maki3 
an  aviation  engineer.  Executiveiii 
Pratt  &  Whitney,  the  U.  S.  aircraft^' 
gine  company,  say  privately  that  Mb 
din  pretty  much  saved  their  $125  ji 
lion  joint  venture  to  make  commep 
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Miether  yours  is  a  network  of 
seven  or  seventy,  a  Canon 
ir  Laser  Copier/Printer  is  the 
ct  color  solution  for  you.  That's 
use  our  color  systems  provide 
•quality  output,  and  fast  network 
ighput. 

ianon  Color  Laser  Copier/Printers 
)lug-and-play  compatible  and 
'  connect  to  Macf  PC  and  Unix"" 
environments. 
And  they 
work  within 
multivendor 
systems  too, 
automatically 


leader  in  hilkulor  topicr  unit  p!jLi-iiicnrs 
Source:  D.JfJiyi(f5(  Mjah  |4VS, 


sensing  and  switchmg  between 
operating  environments. 

So  now,  with  just  the  click  of 
your  mouse,  you  can  have  powerful 
Canon  color  at  your  command.  Our 
color  systems  offer  photographic 
quality  reproduction,  network  scan- 
ning, spooling,  color  management, 
overhead  transparencies  and  plain 
paper  convenience,  too.  Plus  they 
copy  on  a  wide  variety  of  materials 
including  card  stock.  All  at  a  low 
cost-per-print  and  at  a  speed  never 
before  thought  possible. 

So  call  1-800-OK-CANON. 
Because  whether  you  have  one 


computer,  two  computers,  three 
computers,  or  more.  Canon  has  the 
color  solution  for  you.  When  the  rest 
say  you  can't.  Canon  says  you  can. 
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'anon  U.S.A.,  Inc. 


Canon 


U-tLxms  at  100  mpK. 
And  Other  Unsafe  Corporate  JVIaneiiVers 


Momentum. 

Properly  directed,  it's  one  of 
the  most  powerful  forces  in  the 
business  world.  And  over  the 
past  three  years,  no  one  in  the 
automotive  industry  has  been 
able  to  match  the  positive  momen- 
tum of  Chrysler  Corporation. 

But  now,  that  momentum  may 
be  threatened.  Rest  assured, 
we're  not  about  to  let  someone 
else  decide  Chrysler's  fate  and 
steer  it  off  into  another 
direction.   Chrysler  employees 


have  accomplished  too  much 
and  worked  too  hard  to  create 
real  shareholder  value  to  let 
that  happen. 

Chrysler  Corporation  is  a 
success  story  like  few  others.  In 
the  last  three  years,  it  has 
been  reinvented  by  people  who 
know  and  love  cars  and  trucks. 
Today,  Chrysler  is  a  true  force  in 
the  automotive  industry. 
And  proud  of  it. 

Chrysler  Corporation  prod- 
ucts have  been  recognized  with 


more  than  1 0  major  awarBiSJl  ( 


mm»^ — 


Thomas  G.  Denomme 
Vice  Chairman  ot  the  Board  and  Chief  Administrative  Officer 


1 


of 


just  the  past  two  years 
Company  has  revolutionize 
industry  with  its  platform 
concept,  its  cab-forward  d( 
and  its  manufacturing  proci 
It  has  become  the  Icwajaus  > 
producer  in  North  AjnericfflDDs  o« 
reinvented  the  minivan  alEviliai 
The  Dodge  Ram  Pickup,  ftitsrec 
Grand  Cherokee,  and  ChaSe  fii 
Cirrus  all  set  new  standar|i  act 
their  respective  categories.! 
Chrysler     Corporation  ^uope;: 


Robert  J.  Eaton 
Chairman  of  the  Board  and  Chief  Executive  Officer 


Lilyan  1 1,  Atfinito 
Director 


,   

Robert  E.  Allen 
Director 


Joseph  E.  Antonini 
Director 


Joseph  A.  Cahlano.  Jr. 
Director 


Earl  G.  Gra* 


Director 


Jeep  IS  a  registered  trademark  ol  Chrvsler  Corporation. 
*Based  on  Strategic  Vision  Inc's  '95  Vehicle  Experience  Study  of  over  .3!  ,000  new  vehicle  buyers  during  the  first  90  days  of  ownership. 


its  quality  by  26 
over  the  past  three 
measured  by  reported 
conditions).  The 
also  won  Strategic 
Total  Quality  Award" 
jdge  Neon,  Plymouth 
[  Dodge  Ram  Pickup.  * 
,  quality  will  always  be 
obsession.  It's 
id  of  commitment 
lams  why  Chrysler 
on's  owner  loyalty  is 
lay  than  it  has  been  at 
n  its  recorded  history, 
he  financial  end, 
i  accomplishments 
I  equally  impressive  — 
rd  operating  profits  for 


1993  and  1994  to  the  strongest 
balance  sheet  in  its  history.  This 
financial  strength  will  provide 
for  growth  at 

home  and  abroad  and  see  the 
Company  through  future 
downturns.  Chrysler's  share- 
holders also  are  benefiting  from 
this  financial  strength.  We've 
increased  dividends  four  times 
to  a  record  high  for  the 
Company  and  recently  announced 
an  increase  in  our  stock  repur- 
chase program  to  $2  billion. 


Chrysler  Corporation  has 
good  reason  to  be  proud  of  its 
employees,  its  management  and, 
most  importantly,  its  products. 
The  future  is  bright.  And  the 
Company's  not  going  to  stand 
by  and  let  anyone  jeopardize 
that  future. 

Properly  directed,  momentum  is 
one  of  the  most  powerful  forces  in 
the  business  world.  And  Chrysler 
Corporation  is  going  to  continue 
to  prove  It.  The  Company  owes 
this  to  its  shareholders. 


CHRYSLER 
W  CORPORATION 

CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEEP.  •  EAGLE 


Robert  A.  Lutz 
President  and  Chief  Operating  Officer 


it  Kresa  Robert  J.  Lanigan  Peter  A.  Magowan  Malcolm  T.  Stamper  Lynton  R.  Wilson 

irector  Director  Director  Director  Director 


Recently,  Mary  Washington  Packed  Her 
Dreams  Into  84  Cardboard  Boxes. 


sir  hiiok  a  husc.  Something  she'd  ^u^^^^^ 
0/  fimJs  lor  „7orfot7oc  laxia^,  klpcd put  licr  on  tk  pjthto  howeowncrship.  After  sir  sau'  one  of  our  Opening  Doors  commercials  on 
1  ^ :  she  called  us.  / \nd  then  evay thing  started  mcMng.  hcluding h\ary  Washington.  We  sent  ha-  a  free  guide  so  she  could  dctemine  it 
she  mis  rcadv  to  hw  a  home.  Tkn  m  helfxxl guide  her  thivugh  the  k>me-huying  process.  And  finally,  Waty^t  a  loan  thnxigha  lender 
wc  dohusincss  with  in  her  community.  After  that,  all  she  had  left  to  do  was  spring  for  pizza  on  moving  .  ^  PannieMae 
day  To  find  out  more  about  how  we  hflped  Maiy,-  or  how  we  can  help  you,  call  1-800-548-9444.  Sk../.,,  v.,cr,a„  \        /  bn.. 


ternational  Business 


ngines  with 
Motors, 
■odin  is  trying 
:oct  a  similar 
or  giant  Mos- 
ito  maker  Zil, 
it  holds  a 
lare.  Long  an 
r  failed  Soviet 
tuanism,  Zil  is 
)  trouble,  with 
;e  equipment, 

product  hne, 
bloated  work- 
So  troubled  is 
fact,  that 
'  himself  was 

Zil  chairman 
)ring  to  work 
3scue  plan, 
ther  ventures, 
in  plans  to  ex- 
nto  office  con- 
on  and  to  add 
popular  retail 
chain,  which 
5  outlets  in 
V  and  25  more 
hout  the  coun- 
icrodin  wants 
ome  Russia's 
department 

At  a  richly 
)aneled  Micro- 
Jet  on  Berezh- 
lya  Embank- 
n  Moscow,  for 
le,  shoppers  pick  over  European 
for  $237  a  pair,  Panasonic  televi- 
md  Lego  toys.  If  customers  need 
nge  money  or  apply  for  a  credit 
hey  go  to  Microdin-owned  Rato 
inside  the  store.  The  all-services 
ich  has  worked:  Sales  in  Micro- 
etail  trade  totaled  $150  million 
lar. 

he  process,  Microdin  has  estab- 
a  distinctive  corporate  style  that 
les  youth  with  brains,  energy,  and 
alism.  The  average  age  of  its  top 
5hip  is  just  35.  Some  of  them  are, 
y,  rocket  scientists — graduates  of 
■  so  prestigious  Moscow  physics 
athematics  institutes  who  sei-ved 
time  at  the  Khrunichev  missile 
Efanov  is  38  and  is  trained  as  a 

[St. 

:s  hunt  for  acquisitions,  the  new 
y  company  will  mix  Microdin's 
erial  skill  with  Oneximbank's 


SHOPPER'S  DREAM:  Microdin's  Moscow  store  features  luxury  goods  and  a  company -owned  bank 


deep  pockets.  Prime  targets  will  be 
companies  that  have  export  potential 
and  are  involved  in  metals  and  high- 
tech production.  However,  they  won't 
be  looking  at  oil  and  gas  companies. 
"One  reason,"  says  an  Oneximbank  of- 
ficial "is  that  the  energy  field  is  ah'eady 
divided  up." 

TAKEOVER  BAIT.  Instead,  the  list  in- 
cludes aluminum  and  steel  plants  in  cen- 
tral Siberia,  an  aircraft  plant  in  Irkutsk, 
and  northern  Russia  nickel  producer 
Norilsk  Nickel — one  of  29  companies 
whose  state-owned  shares  are  slated  to 
be  auctioned  off  by  yearend.  One  top 
takeover  candidate  is  Lomo,  the  fgrmer 
Leningrad  Optical  Factory.  Russia's 
largest  optical  equipinent  plant,  the  fac- 
tory chums  out  everything  from  medical 
microscopes  to  night-vision  devices  for 
the  military.  An  Oneximbank  official 
says  the  new  holding  company  may 
plow  in  money  to  modernize  the  St. 


Petei'sbm-g  plant.  Lomo  sjjokesman  Vla- 
sic  Zalmanov  says  his  company  has  close 
financial  relations  with  Oneximbank  but 
hasn't  yet  been  fonnally  appr-oached  for- 
takeover. 

Given  the  grand  plans,  critics  wony 
that  the  new  group  may  not  be  able  to 
manage  its  dispar-ate  units.  And  shai'e- 
holder  activist  Volgin  says  the  union 
was  spurred  in  part  because  Mici'odin's 
assets  were  over-extended  and  took  a 
beating  in  Russia's  recent  bank  liquidity 
crisis.  Micr'odin  officials  deny  that. 

Whatever  the  immediate  problems, 
the  new  holding  company's  example  is 
likely  to  be  repeated  as  Russia's  nascent 
securities  sector  grows  more  sophisti- 
cated and  privatization  plows  ahead.  Se- 
curities analysts  in  Moscow  believe  that 
1996  will  be  a  year  for  merger's  and  ac- 
quisitions. Look  for  Potanin  and  Efanov 
to  lead  the  pack. 

By  Peter  Galuszka  in  Moscow 


iicrodin  has  established  a  distinctive  corporate  style 
it  combines  youth  with  brains,  energy,  and  nationalism 


International  Business 


EUROPE 


GE  CAPITALS  GRAND  TOUR 
OF  EUROPE 

The  company  is  ravenous  for  overseas  properties 


This  summer,  Gai'v 
C.  Wendt  sacrificefl 
his  usual  exotic 
treks  to  Nepal  or  up 
Mt.  Kilimanjaro.  In- 
stead, the  chief  execu- 
tive of  GE  Capital  Sei  - 
vices  Inc.  took  a  bus 
trip  through  Central 
Europe,  visiting  Dres- 
den, Krakow,  and  War- 
saw. He  also  stopped  in 
smaller  villages  to  leam 
firsthand  how  life  has 
changed  since  the  fall 
of  communism. 

The  lessons  nu 
come  in  handy.  In  tlie 
past  10  years,  <;e  Capi- 
tal has  emerged  as  the 
most  diversified  and 
profitable  financial-ser- 
vices company  in  the 
U.  S.  Now,  as  the  com- 
pany ramps  up  its  ex- 
pansion  overseas,  it's  redoubling  its  ef- 
forts in  continental  Europe.  This  year 
alone,  Wendt's  lieutenants  have  acquii'ed 
Em'opean  businesses  with  combined  as- 
sets of  about  $3  billion  (table).  They  in- 
clude two  GeiTnan  reinsiu'ers,  a  French 
consumer-finance  company,  and  a  Polish 
bank.  Currently,  ge  Capital  is  eyeing 
Hungary's  state-owned  Budapest  Bank 
and  its  $1.5  biUion  in  assets. 
ECONOMIES  OF  SCALE.  Europe  is  fertile 
gi-ound  for  ge  Capital.  With  its  AAA 
credit  rating,  which  allows  borrowing 
at  favorable  rates,  and  its  highly  auto- 
mated operations,  which  keep  down  pro- 
cessing costs,  GE  Capital  has  a  shot  at 
becoming  the  region's  low-cost  provider 
of  financial  services.  Wendt's  latest  buy- 
ing binge  in  Europe  is  aimed  at  tying 
more  assets  into  the  network,  thus  reap- 
ing even  greater  economies  of  scale.  "If 
they  go  on  this  way,  they  will  arise  as  a 
very  poweiful  group  in  Europe,"  says 
Gerhard  A.  Koning,  head  of  coi-jjorate  fi- 
nance at  Commerzbank  in  Frankfurt. 

Competitors  aren't  just  lying  back 
waiting  foi-  the  Connecticut  bulldozer 
to  nm  them  over  In  Britain,  for  exam- 
ple, Barclays  Mercantile  Business  Fi- 
nance Ltd.,  a  leader  in  finance  leasing,  is 
cutting  costs  and  improving  customer 


WENDT:  The  former  East  bloc  is  apt  to  be  his  next  target 


service  to  keep  an  edge  against  new  ri- 
vals. Chairman  Tom  Clark  says  that  as 
of  now,  Germany's  Deutsche  Bank  and 
France's  Societe  Generale  are  much  big- 
ger worries  than  ge  Capital.  But  he 
adds:  "Because  they're  ge,  we  obviously 
see  them  as  a  threat." 

Wendt  plans  to  create  a  European 
facsimile  of  GE  Capital's  U.  S.  opera- 
tions, with  24  different  businesses  of- 
fering everything  from 
car  loans  to  reinsur- 
ance. The  biggest 
thiTJst  so  far  has  been 
in  consumer  financing, 
where  ge  Capital's  Eu- 
ropean profits  have  lis- 
en  from  nothing  in 
1992  to  an  expected 
$100  milUon  this  year. 
In  auto-fleet  manage- 
ment, about  a  quarter 
of  ge's  total  of  740,000 
vehicles  is  in  Europe. 
And  thanks  to  the  Ger- 
man acquisitions,  ge 
Capital's  reinsurance 
subsidiary.  Employers 
Reinsurance,  will  soon 
get  half  its  premium 
volume  from  Europe. 


WHAT  GE  CAPITAL  HAS 
BOUGHT  THIS  YEAR 

Total  value 


INSURAN 

FRANKONARE  $1 
AACHEN  RE  (GERMANY)  billion 

CREDIT 

CREDIT  DE  L'EST  (FRANCE) 
80%  OF  SERVICE  BANK 
(GERMANY) 
SOLIDARNOSC  CHASE 
D.T.  BANK  (POLAND) 


COMMERCIAL  FINANCE 


PALLAS  GROUP 
(BRITAIN) 


DATA:  BUSINESS  WEEK 


Dean  Witter  Reynolds  Inc.  an; 
Craig  W  Fanning  projects  that  a 
of  ge  Capital's  $315  million  earning 
crease  for  1995,  to  $2.4  billion,  will 
from  overseas,  principally  Europe, 
would  bring  net  income  in  Europ 
more  than  $250  million — a  70%  inc 
over  1994.  While  he  won't  confj-m 
bers,  Wendt  suggests  that  may  be 
servative."  Earnings  in  Europe 
been  gi'owing  an  average  91%  a 
over  the  past  four  yeai's. 

ge  Capital's  recent  acquisitions 
intended  to  build  on  its  existing 
chises  in  Europe  and  expand  into 
where  the  company  has  yet  to  ma 
imprint.  These  include  servicing 
dential  mortgages  and  bundled  ser 
for  small  to  midsize  businesses.  Fo 
ample,  ge  can  use  its  leverage  to 
huge  discounts  on  overnight  packa 
long-distance  calling,  and  office  e 
ment,  then  resell  the  service  for  a 
SAVVY  DEALS.  The  company  got  its 
in  Europe  in  the  early  1990s,  whe 
I'egion  was  giipped  by  recession.  U 
depi'essed  market  conditions,  ge  Ca 
could  gather  assets  at  rock-bo 
prices.  It  picked  up  the  credit-card 
folios  of  famed  British  retailer  Ha 
Ltd.,  small  finance  portfolios  thi"ou 
Scandinavia,  and  the  Eiu'opean  co 
cial-fleet  management  arm  of  Avis 
One  of  its  savviest  deals  may  have 
the  1993  rescue  of  Irish  auplane  le 
company  gpa  Group  PLC.  which 
close  to  banki'uptcy.  For  just  $1.3 
lion,  ge  Capital  bought  45  late 
aircraft  and  took  over  manageme 
gpa's  fleet.  It  also  snared  an  opti 
buy  up  to  67%  of  GPA  by  1998. 

ge's  recent  interest  in  Poland 
Hungaiy  suggests  that  the  fonner 
bloc  is  Wendt's  next  target.  Wit 
underdeveloped  retail  finance  se 
this    market  o 
even  gi-eater  oppcf' 
nities  than  Eur 
matui'er  countries. 
Capital  has  mai 
concerted  decisio: 
push   into  Eur 
emerging  mark' 
says  Louise  Bo 
editor  of  the  ti 
magazine  Asset 
nance  &  Leasing' 
gest.  Wendt's  ex 
sions  to  the  re 
have  probably 
just  begam. 

By  Tim  Smar 
Stamford,  Conn., 
John  Templemar 
Bonn  and  Pt 
Dwyer  in  London 


$1.4 

BILLION 


MORE  THAN 
$500  MILLION 


years,  PhiUips  PetrGleum  has  sponsored 
^ct  Wild,  Project  Learning  Tree  and 
'ct  Wet.  These  unique  programs  help 
learn  about  the  environment  today  so 
will  make  responsible  decisions  about 


I  report  on  Phillip 


1993 


1994 
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WHY  LUG  THE 
PAPERWORK 
WHEN  YOU  CAN 
POCKET  THE  OFFICE! 

With  a  Psion  Series  3a  you  can  not  only  pocket  all  the 
information  squeezed  into  bulging  paper  systems — you  can 
also  download  data  from  your  PC's  wordprocessor, 
scheduler,  spreadsheet  and  database  ...  and  work  on  it  any- 
where, anytime,  using  its  built-in  software. 

Real  power ...  No  other  palmtop  matches  the  Series  3a's 
capabilities,  versatility  or  performance.  It's  a  powerful 
computer  with  windows,  menus  and 
icons  as  standard,  plus  the  most 
advanced  organizer  functions  around. 
But  then,  we  did  invent  the  idea  (and 
have  sold  over  one  million  worldwide).  The  latest  Series  3a 
even  has  digital  sound-bite  recording,  and  there's  an  optional 
modem  for  fax,  e-mail  and  on-line  services. 

So  easy  to  use  ...  The  Psion  Series  3a's  power  and  ease  of 
use  has  won  it  numerous  awards  and  acclaim  throughout  the 
world.  Priced  from  just  $399  and  with  up  to  2  Mega- 
bytes of  RAM  and  two  slots  for  limitless  extra  memory  and 
software,  you  just  won't  find  a  better  way  to  pocket  the  office. 

Call  1-800-99-PSION  for  more  information 
and  your  nearest  store. 


■  ■  Li 


PSION 


THE  WORLD'S   NO.   I  PALMTOP 


Circui:  City  •  J  &  R  Music  World  •  Office  Depot  •  Nobody  Beats  theWiz 
Radio  Shack  •  Sears  •  Staples  •  The  Good  Guys  ■  The  Sharper  Image 
'  1995  Psion.  Inc.  and  Independent  Computer  Dealers.  Canada  —  call  5  1 4-98-PSION. 


Lternational  Outlook 


ED  BY  WILLIAM  J.  HOLSTEIN 


HAT  HAS  JAPAN  AND  THE  U.S. 
&KING  NICE?  CHINA 


B  U.S.  and  Japan  pulled  out  the  long  knives  during 
leir  trade  dispute  over  Japan's  auto  mai'ket  this  summer, 
;  the  same  time  that  Washington  seemed  to  be  pushing 
sn  to  painfully  high  levels.  That  sense  of  economic  con- 
ition,  gi'eeting  the  50th  anniversary  of  World  War  II's 
ippeared  to  raise  the  risk  of  a  meltdown  of  the  cioicial 
anship. 

t  now,  in  a  change  of  course,  Washington  and  Tokyo  are 
ipting  to  achieve  a  delicate  trace.  Joint  intervention  by 
ank  of  Japan  and  the  U.  S.  Federal  Resei"ve  to  rein  in 
iperyen  has  Hfled  Japan's  economic  outlook.  And  even 
h  the  June  au^o  pact  has  been 
\f  attacked  as  toothless,  Washing- 
rade  warriors  are  laying  low  in 
ence    to    President  Clinton's 
ummit  with  Japan's  Prime  Minis- 
)miichi  Mui'ayama  beginning  Nov. 
Tokyo. 

ly  the  new  tone?  Part  of  the  ex- 
tion  appears  to  be  the  gi-owing 
•  of  China  (page  56).  Tokyo  seems 
led  that  Beijing  is  starting  to 
'  its  militaiy  heft  around  in  the 
1.  Fu'st,  Chinese  President  Jiang 

1  ignored  pleas  from  Murayama  IN  TOKYO:  Protesting  Chinese  nuke  tests 
elve  a  planned  nuclear  weapons 
In  retaliation,  Japan  slashed  roughly  $70  million  in 

aid  to  Beijing  this  year  It  didn't  touch  the  far  bigger 
)illion  in  development  loans  China  receives. 
'LASH  POINTS.  But  Beijing  then  launched  tough  verbal 
s  against  Tokyo,  a  beneficiaiy  of  U.  S.  nucleai-  protection, 
;ing  up  Japan's  sordid  wartime  past.  With  the  hard 
>  coming  so  soon  after  Beijing's  militaiy  exercises  off  the 

of  Taiwan,  Tokyo  diplomats  now  openly  woiTy  about 
I's  assertiveness.  "We  have  many  emotional  issues  be- 
1  us,"  says  one  senior  Foreign  Affau's  Ministiy  diplomat. 
f  could  ignite  at  some  point." 

e  U.  S.,  too,  could  be  attempting  to  breathe  momen- 


tum into  relations  with  Japan  because  of  uncertainty  over 
China.  With  American  trade  hawks  quiet  for  the  moment,  the 
State  Dept.  and  the  Pentagon  are  making  a  big  push  to 
strengthen  sti'ategic  ties  with  Japan.  They  want  to  use  those 
relations  as  a  building  block  to  di'aw  China  into  a  regional  se- 
curity dialogue. 

However,  revitalizing  U.  S. -Japanese  relations  won't  be 
easy.  If  Tokyo  is  counting  on  security  ties  to  overshadow 
Japan's  $60  biUion-plus  trade  sui'plus,  it  could  be  in  for  a  let- 
down. With  everything  fi'om  photographic  film  to  wood  im- 
ports to  semiconductors  still  on  the  table,  ftirther  trade  flare- 
ups  seem  inevitable,  particularly  as  the 
Presidential  campaign  moves  into  high- 
er gear.  Acting  tough  with  Japan  is  a 
political  winner  at  home,  and  Clinton 
may  be  tempted  to  hit  that  button. 
DIVISIVE  STRATEGY.  There  also  seems 
to  be  a  gi'owing  inclination  to  assert 
self-interest— perhaps  even  national- 
ism— in  Japan.  Even  though  the  Mu- 
rayama government  in  late  September 
reaffirmed  the  effective  70%  subsidy 
Japan  pays  for  keeping  47,000  U.  S. 
troops  on  Japanese  soil,  the  alleged  rape 
of  a  12-year-old  gii'l  by  three  Ameri- 
can  Gis  on  Okinawa  has  raised  popu- 
Ust  pressures  to  send  at  least  some  of  the  Americans  packing. 

Complicating  matters  is  China's  keen  interest  in  keeping 
U.  S.-Japanese  relations  off  balance.  The  reason:  That  reduc- 
es the  risk  it  will  face  a  united  diplomatic  front  in  Asia. 

In  short,  the  Americans  are  being  drawn  into  a  high- 
stakes  power  triangle  with  Japan  and  China,  reminiscent  of 
President  Nixon's  use  of  "the  China  card"  against  the  Soviet 
Union.  That's  why  Clinton's  meeting  with  Chinese  President 
Jiang  Zemin  in  New  York  in  late  October,  followed  by  his  vis- 
it in  Tokyo,  shape  up  as  part  of  a  new  gi'eat-power  game  in 
the  world's  most  economically  dynamic  region. 

By  Brian  Breniner  in  Tokyo 


GLOBAL  WRAPUP 


SINESS  FIGHTS  qUEBEC  SPLIT 

uebec  Premier  Jacques  Parizeau  is 
dds  with  top  business  leaders  as 
battle  heats  up  over  the  Oct.  30 
irendum  on  sovereignty.  On  Oct.  3, 
rent  Beaudoin,  ceo  of  aerospace 
glomerate  Bombardier  Inc., 
ned  hundreds  of  Montreal  execu- 
s  that  a  oui  vote  would  have  "dis- 
•ous  consequences"  for  Quebec's 
lomy.  Parizeau  retorted  that 
udoin  and  other  "apostles  of  apoc- 
)se"  are  scaring  people  to  maintain 


Quebec's  "colonial"  status.  But  busi- 
ness is  scoring  heavily  in  the  debate. 
Polls  show  that  Quebeckers,  who  in 
mid-September  were  evenly  split, 
now  oppose  sovereignty  55%  to  45%. 

ENRON  HAS  NEW  HOPE  IN  INDIA 

►  Enron  Corp.'s  power  project,  can- 
celed by  Maharashtra  state  in  Au- 
gust, may  live  yet.  As  many  predict- 
ed, the  state  seems  set  to  renegotiate 
the  $2.8  billion  deal.  Talks  are  expect- 
ed in  response  to  Enron's  offer  to 
make  changes,  including  fuel  sources 


that  would  lower  the  electricity  tariff. 

But  the  left-wing  Rashtriya  Swayan 
Sevak  and  other  political  parties  are 
dead  set  against  renegotiating.  The  RSS 
has  managed  to  escalate  the  controversy 
into  a  national  debate.  Politically,  though, 
the  state  government — a  coalition  of  In- 
dia's main  opposition  Bharatiya  Janata 
Paity  and  the  regional  Shiva  Sena  Par- 
ty— may  be  making  an  astute  move. 
Says  Anand  Kumar,  a  political  scientist 
at  Jawahai-lal  Nehru  University:  "It  says 
the  BJP  is  strong  enough  to  handle  inter- 
national forces  on  its  own  terms." 


Is  it  the  espresso  or  OS/2 
Warp  Connect? 


While  OS/2®  Warp  Connect  may  not  come 
th  a  twist  of  lemon,  it  can  do  something  that's 
thing  less  than  extraordinary. 

It  will  let  you  access  multiple  servers  on 
altiple  networks  at  the  same  time,  wherever 
u  might  happen  to  he. 

Just  make  one  phone  call  and  enter  your 
ssword.  That's  all 

takes  to  connect  Can  your  soft 
to  Internet,  NT,® 

^IX®,  NetWare®  Windows"  for  Worlvgroup  and 
M  servers.  And  that's  all  it  takes  to  share  drives 
d  printers,  graphics  files  and  databases.  Even 
plications.  It's  amazing,  really. 

And  because  there  are  separate  memory 
dress  spaces  built  in,  it's  crash-protected.  So 
jroblem  with  one  progi'am  won't  crash 
erything  you're  running. 

With  OS/2  Warp  Connect,  you  can 
eate  Person  to  Person™  connections 
th  up  to  eight  people,  whether  they're 


lour  floors  away  or  four  time  zones.  So  you  can 
conference  by  video.  Collaborate  by  chalkboard. 
Communicate. 

And  you  can  do  it  all  with  the  speed  and 
reliability  of  OS/2,  the  software  that  readers  of 
InfolTorld  voted  Product  of  the  \ear  for  three 
consecutive  years.  If  you're  looking  for  network 

connectivity,  com- 
W  a  r  e    do    this?       patibility  and  true 

nudtitasking,  vou 
should  remember  one  important  thing:  It's  not 
only  where  the  working  world  is  headed,  it's 
where  it  is  right  now. 

To  find  out  how  OS/2  Warp  Connect  can 
help  your  business,  call  us  at  1  800  IBM-3333, 
ext.  EAIOO.  Or  visit  our  web  site  at  http://www. 
austin.ibm.com/pspinfo/os2.html.  You'll 
find  it  quite  stimulating. 


Solutions  for  a  small  planet ' 


Warp  Conned  Fullpack  is  available  trom  IBM  lot  $189  by  calling  t  800  IBM-3333.  ext  EA  tOO  In  Canada,  please  call  1  800  0S2-WAflP,  exi  094  Reseller  prices  may  vary  The  IBM  home  page  is  localed  al  hllp  limn  ibm  com  IBM  and  OS/2  ate  regisleted 
narks  and  Person  !o  Person,  Solutions  lor  a  small  plane!  and  the  OS/2  logo  are  trademarks  ot  International  Business  Machines  Corporation  All  other  company  and/or  product  names  are  trademarks  and  registered  trademarks  of  their  respective  companies 
95  IBM  Corooration  All  nahts  reserved 


Information  Processing 


SOFTWARE 


AFTER  WIN95.  WHAT 

DO  YOU  DO  FOR  AN  ENCORE? 


For  starters,  Microsoft  is  getting  around  to  conquering  consumer  software 


Patty  Stonesifer  has  just  moved  into 
her  digs  at  "Redmond  West,"  the 
new  campus  for  Mici'osoft  Corp.'s 
ballooning  consumer  gimip,  located 
a  mile  and  a  half  ft-om  the  software  gi- 
ant's headquaiters  sprawl.  The  walls  are 
still  bare.  A  clock  sits  conspicuously  on 
the  windowsill — a  reminder  of  her  break- 
neck schedule.  Only  a  vase  of  long- 
stemmed  red  roses  hints  at  another  side 
to  Stonesifer's  manifestly  Type  A  per- 
sonality. Or  maybe  not.  The  roses  bear  a 
recurring  message  from  her  husband: 
"Stop  and  smell  the  roses." 

Maybe  later.  Now  is  the  eve  of  the 
all-important  Christmas  selling  season, 
when  60%  of  consumer  software  is  sold. 
Stonesifer,  senior  vice-president  of  Mi- 
crosoft's consumer  division,  is  about  to 
unleash  the  softwai'e  maker's  second  big 
campaign  to  captui'e  the  minds  and  dol- 
lai-s  of  home-P( '  owners.  Just  as  the  hub- 
bub over  Windows  95  is  dying  down, 
Stonesifer's  division  is  preparing  nearly 
20  new  consumer  software  programs  to 
give  PC  owners  something  to  play  on 
those  Win95  systems — eveiything  from 
3D  Movie  Maker,  which  lets  kids  play 
director,  to  Microsoft's  first  shoot-em- 
up  game,  Fury3.  The  group  also  has 
new  hardware,  including  a  big,  egg-like 
trackball  for  kids,  called  EasyBall,  and  a 
precision  joystick.  Side  Winder. 
"SO  MUCH  UPSIDE."  Stonesifer's  division 
is  also  diving  deeper  into  cyberspace. 
It  just  launched  CarSource,  an  online 
buyers'  guide,  on  the  Microsoft  Net- 
work and  the  Internet,  and  three  of  its 
new  softwai'e  titles  will  have  online  Unks 
to  fetch  updates.  Says  analyst  John  Gir- 
ton  of  Van  Kasper  &  Co.:  "Microsoft  is  a 
force  to  be  reckoned  with  in  consumer 
multimedia." 

No  argument  there.  In  just  three 
years,  the  consumer  div.  has  swelled  to 
more  than  800  employees  and  is  expect- 
ed to  end  the  yeai*  with  revenues  of  $800 
million,  nearly  double  those  of  last  year. 
While  that's  less  than  10%  of  Microsoft's 
overall  business  today,  the  consumer 
market  is  a  key  gi-owth  engine.  Why? 
The  corporate  PC  market — Microsoft's 


I 


When  Stonesifer  took  over  the  consumer  group 
two  years  ago,  Microsoft  was  a  distant  No.  4  in 
the  market.  Now  it's  closing  in  on  No.  1 

PATTY  STONESIFER:  CAN  SHE  CLOSE  THE  CREATIVITY  GAP  BY  CHRISTMAS? 
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Sally  leased  a  new  car  for 

24  months. 

Bobby  leased  from 
a  competitor  for  36  months 
at  a  lower  payment. 

How  come  Sally 
actually  oaid  less? 


Vith  a  24-month  Red  Carpet  Lease,  Sally  avoided  the  12  most  expensive  months. 


Jly  did  her  homework  and  discovered  the  low  36-month  payment 
isn't  the  end  of  her  financial  liability.  Down  the  road  she  could 
ce  additional  costs  for  repairs  and  maintenance.  However,  she 
scovered  she  could  avoid  those  pitfalls  with  a  24-month  Red 
irpet  Lease  from  Ford  Credit. 

otection  from  unexpected  costs. 

illy  can  drive  15,000  miles  a  year  and  enjoy  full  warranty 
otection  and  Emergency  Roadside  Assistance  with  a  24-month 
;d  Carpet  Lease.  If  she  drove  an  equal  distance  with  a  36-month 
ase,  her  36,000-mile  warranty*  would  run  out  seven  months  and 
300  miles  before  her  lease  did.  One  major  repair  could  wipe  out 
[lat  she  "saved"  with  that  36-month  lease  payment. 

)  worry  about  expensive  replacements. 

illy  learned  that  after  30,000  miles  of  wear  and  tear  she  could 
;  spending  additional  money  on  the  routine  replacement  of  wear 
;ms  such  as  brakes  and  tires.  With  a  24-month  Red  Carpet  Lease, 
le  would  be  into  a  new  vehicle  by  then. 

generous  mileage  allowance. 

le  was  pleased  to  see  the  standard  Red  Carpet  Lease  allowed  15,000 
iles  a  year.  Not  so  pleased  to  discover  many  competitors' 
l-month  leases  allow  only  12,000  miles  and  charge  15  cents  for 
ich  extra  mile.  Sally  would  have  a  staggering  $1,350  tab  at  i^"  g 
e  end  of  a  36-month  lease  just  to  equal  the  Red  Carpet    i  Red 
;ase  mileage  allowance.  The  Red  Carpet  Lease  also  lets 
illy  buy  more  miles  up  front  at  only  8  cents  a  mile  and 
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refunds  extra  miles  over  $1.00  at  the  end  of  the  lease  that  she  paid 
for  but  didn't  use. 

No  return  fee. 

Sally  was  furious  to  learn  that  some  competitors'  leases  require  a 
fee  of  several  hundred  dollars  just  to  return  the  vehicle  at  sched- 
uled lease  end.  A  Red  Carpet  Lease  has  no  such  fees. 

Three  pleasant  choices  at  lease  end. 

One  feature  that  Sally  really  liked  was  that  at  the  conclusion  of  her 
Red  Carpet  Lease,  after  fulfilling  her  lease  obligation,  she  still  had 
financial  flexibility.  She  could  (1)  return  the  vehicle  and  lease  a 
new  one,**  (2)  purchase  the  vehicle  at  a  predetermined  price  and 
keep  it  or  (3)  return  the  vehicle  and  walk  away 

A  24-month  Red  Carpet  Lease  has  clear  adviuitages. 

In  the  final  analysis,  Sally  discovered  it  simply  costs  more  to  drive 
for  36  months  than  it  does  for  24  months.  So,  do  your  homework 
as  Sally  did,  and  you'll  see  that  a  24-month  Red  Carpet  Lease 
from  Ford  Credit  is  a  genuine  value. 

Ford  Credit  Red  Carpet  Leases  rank  first  in  customer 
satisfaction  two  years  running. 

In  '94  and  '95,  CNW  Marketing/Research  found  that  people 
I       •  with  24-month  Ford  Credit  Red  Carpet  Leases  have  the 
highest  level  of  satisfaction.  That  could  explain  why 
Ford  Motor  Company  leases  more  vehicles  than  any 
other  manufacturer*** 


For  a  FREE  copy  of  Leasing  Made  Easy  call  1-800-LEASE-l  1. 


0%  of  Ihe  major  nameplale$  offer  a  3&month/36.000-mile  basic  warranty  or  less  (Source:  The  Car  Book  1995)  "Subjecl  lo  lease  approval  by  Ford  Credit  "'Source  R  L  Polk  manufacturer  sponsored  leases  calendar  year  1994 
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traditional  stronghold — is  slowing  to  10% 
annual  gTOwth,  wliile  the  home  market  is 
surging  by  30%  a  year  Says  Chainnan 
William  H.  Gates  III:  "The  consumer 
business  just  has  so  much  upside." 

Until  Gates  tapped  Stonesifer  to  ex- 
ploit that  opportunity,  Microsoft  was  a 
success,  albeit  a  minor  one,  in  consumer 
software  without  reaUy  trying.  Microsoft 
Works  and  Publisher  sokl  well  to  the 
home-office  ci'owd,  and  Flight  Simulator, 
introduced  in  1982,  has  been  a  perenni- 
al favorite — now  owned  by  2  million  cy- 
ber-aces.  But  in  1993,  a  year  after  the 
consumer  div.  was  formed,  sales  of 
home  software  and  games  amounted  to 
only  $251  million  a  year, 
says  market  researcher 
Dataquest  Inc.  In  1995,  it 
predicts  the  consumer  div. 
will  be  the  lai'gest  multi- 
media software  outfit  in 
the  U.  S.,  leapfi'ogging  Ac- 
claim Entertainment  Inc. 
and  Electronic  Arts  Inc. 
(table).  With  its  hardware 
sales  throvra  in — revenue 
from  keyboards,  mice,  and 
joysticks  are  expected  to 
hit  nearly  $250  million — 
the  division  is  on  its  way 


to   becoming  a  billion-dollar  baby. 

Stonesifer,  39,  is  not  yoiu"  typical  Mi- 
crosoftie,  and  that  may  have  a  lot  to 
do  with  the  division's  success.  A  for- 
mer editor-in-chief  of  Que,  a  computer 
book  publisher,  she  spent  most  of  her 
career  in  publishing  until  joining  Mi- 
crosoft in  1988  as  senior  manager  of 
Microsoft  Press.  In  1990,  she  impressed 
Gates  at  a  management  meeting  and 
her  big  break  came.  Witliin  thi-ee  weeks 
she  was  the  head  of  Microsoft  Canada. 

In  1991,  Gates  simimoned  her  again — 
this  time  to  fix  Microsoft's  support  cen- 
ter, where  customers  were  waiting  on 
help  lines  for  up  to  20  minutes.  Two 


years  later,  under  Stonesifer's  watcl 
eye,  the  wait  was  under  60  seconds- 
least,  until  Windows  95  arrived  in  i 
gust  and  blew  the  averages.  "Patty 
strong  leader,"  says  Gates.  "She's  v 
crisp  in  how  she  figures  things  out.' 

Take  the  consumer  div.  She  took  o 
the  unit  in  the  summer  of  1993  whe: 
had  but  25  products  and  was  a  distM-i 
No.  4  in  consimier  softwai*e.  Today,  th  fttrj 
are  nearly  three  times  that  many  pi 
ucts  and  she  is  closing  in  on  Nc  m 
Stonesifer  quickly  realized  she  wo 
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have  to  do  things  differently.  "Bill  r^sf: 
ly  encouraged  me  to  make  sure 
didn't  just  replicate  Microsoft,"  she  s^obj 
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helped  shape  her  con- 
on  of  the  new  Red- 
I  West  facihty,  where 
's  lots  of  shared  space 
I  more  free-form  at- 
here.  Without  oppor- 
ies  for  casual  collabo- 
1,  says  Stonesifer,  "It's 
Iways  easy  to  find  that 
gi'eat  idea."  Stonesifer 
established  a  unique 
i — Microsoft  Home — 
restructured  around 
ets  (Kids,  Productivity, 
rtainment,  and  Infor- 
in),  replacing  units  or- 
;ed  around  technolo- 
such  as  multimedia, 
top  objective  was  to  move  beyond 
raditional  Microsoft  mindset  so  the 
could  match  other  software  com- 
s — particularly  makers  of  comput- 
imes — in  creativity  and  entertain- 
value.  To  this  day,  the  division's 
filers  remain  productivity  progi-ams 
as  Works  and  reference  titles  such 
nemania.  The  sole  Microsoft  CD  on 
are  tracker  PC  Data's  top  20  for 
rst  half  of  this  year  was  Encarta,  a 
h  electronic  encyclopedia, 
at's  why  rivals  aren't  too  worried, 
irtue  of  its  size,  Microsoft  is  a  ma- 
ompetitor,  says  Kenneth  F.  Gold- 
publisher  of  education  and  enter- 
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tainment  products  for  Broderbund  Soft- 
ware Inc.,  which  publishes  hits  such  as 
Where  in  the  World  Is  Carmen 
Sandiego?  and  Myst.  But  when  it  comes 
to  creativity,  he  says,  "Our  titles  are 
bettei;  more  inspiring,  fresher." 
MISFIRES.  Rivals  are  also  happy  to  note 
Microsoft's  consumer  software  setbacks. 
Bob,  a  heavily  promoted  whimsical  in- 
terface to  help  newbies  navigate  their 
PCS,  has  not  been  a  hot  seller.  Likewise, 
Microsoft  Money  was  such  a  poor  seller 
that  Gates  attempted  to  buy  Intuit 
Inc.,  which  produces  the  leading  per- 
sonal-finance package.  Quicken.  Gates 
dropped  the  bid  rather  than  wait  out  an 


antitnist  investigation.  The 
Money  team  went  back  to 
work,  and  today  an  im- 
proved version  of  the  pro- 
gi'am  is  getting  raves. 

Another  dud:  Microsoft 
Baseball,  which  had  the 
misfortune  to  be  born  dur- 
ing the  1994  season,  just 
when  the  baseball  players' 
strike  was  alienating  ball 
fans.  In  games — the  hard- 
core heart  of  multimedia — 
Microsoft  remained  a  lowly 
No.  7  in  the  fii-st  half  of  the 
year,  according  to  PC  Data. 

Microsoft,  never  a  slouch 
at  marketing,  has  one  cjuick 
fLx;  a  giant  pre-holiday  pi'ice  cut.  As  of 
Oct.  1,  Microsoft's  50-odd  consumer  ti- 
tles, which  had  been  priced  at  a  premi- 
um, have  been  scaled  back  to  match  or, 
in  some  cases,  undercut  the  market. 
Now,  more  than  30  Microsoft  programs 
cost  less  than  $50;  some  are  selling  for 
$30. 

Stonesifer  is  working  hard  to  give 
her  division  the  needed  creative  talent. 
She  has  hh'ed  fi'om  places  such  as  Dis- 
ney, Paramount,  Lucas,  Sony  Films, 
Sega,  and  Blockbuster  Entertainment, 
and  the  preliminaiy  results  will  be  visi- 
ble this  Christmas.  Fui"y3,  a  space-age 
action  progi'am,  makes  you  the  pilot — 
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dipping,  spinning,  and  battling  enemies 
to  save  planets  from  destruction.  Mi- 
crosoft is  counting  on  FuryS  to  establish 
its  credentials  with  serious  gamers,  and 
early  reviews  give  it  a  thumbs-up. 

On  the  kids  side,  there  are  two 
promising  new  titles.  One  is  an  addi- 
tion to  the  popular  Scholastic's  Magic 
School  Bus  series:  Explores  the  Ocean. 
Wacky  science  teacher  Ms.  Frizzle  again 
takes  kids  on  an  educational  romp,  this 
time  through  a  3-D  sea  of  giant  kelp. 
And  then  there  is  the  real  gi"abber:  3D 
Movie  Maker.  Kids  can  compose  ani- 
mated stoiies  by  selecting  from  a  cast  of 
40  actors  that  can  be  seen  from  30  dif- 


ferent camera  angles.  It  has  Gates 
jazzed:  "Of  all  Microsoft's  products  I've 
seen  in  the  last  year,  whoooa!" 

Today  there  are  75  people  in  the  con- 
sumer div.  working  on  at  least  10 
games,  everything  from  action  adven- 
tures to  espionage  thrillers.  To  increase 
the  odds  of  creating  the  next  big  hit, 
Microsoft  is  operating  Hke  a  Hollywood 
studio:  financing,  producing,  and  mar- 
keting titles  that  are  cooked  up  by  in- 
dependents. Some  90%  of  Microsoft's 
games  are  in  the  hands  of  outside  de- 
velopers, such  as  Larry  Holland,  who 
designed  the  hit  Tie  Fighter  game  for 
LucasArts.  Magic  School  Bus  programs 


have  been  developed  by  New  Yo  * 
based  software  maker  Music  Pen  Inc 
conjunction  with  Scholastic  Inc.,  p 
lisher  of  the  book  series. 

Of  course  Microsoft  still  counts  he 
ily  on  technology  to  make  all  this 
ativity  come  to  life.  It  is  spending 
estimated  $10  million  to  build  a  20,( 
square-foot  production  facility  t 
George  Lucas  would  admire.  This 
ital  backlot"  will  have  suites  for  syiBww 
ing  sound,  a  recording  studio,  video  e 
ing  suites,  and  a  digital  imaging  lal  'ft!;^ 
transfoiTTi  analog  material  into  digital 
heard  before  I  came  here  it  wa 
stodgy  place,"  says  Lany  Frame,  a 


Coming  to 
a  Christmas 
stocking 
near  you 

To  boost  its  chances  of 
having  a  holiday  hit, 
Microsoft  is  using  both 
outside  and  in-house 
developers 
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Paramount  executive  who  joined 
)Soft  eight  months  ago  as  manager 
e  digital  backlot.  "But  Microsoft 
commitment  to  creativity,  and  this 
:y  is  proof  of  it." 

16  company  is  eyeing  a  50,000- 
"e  foot  facihty  in  Redmond  for  a 
ind  sound  stage.  And  then  there's 
Blender,"  set  up  earlier  this  year, 
e,  a  blend  of  artistic  and  technical 
t — industrial  designers,  an  illustra- 
Im  dii"ector,  photogi-apher,  and  user- 
face  expert — dream  up  ideas  for 
active  TV.  They  also  test  multime- 
rogramming  on  different  types  of 
vare.  Says  Charlotte  Guyman,  gen- 
manager  of  the  Kids  &  Games 
less  unit  (dubbed  kgb):  "This  is  so 
m  be  smart  across  media:  cd-rom, 


T  ENCARTA  WILL  GET  A 
MATCHING  WORLD  ATLAS 


3,  A  STELLAR 
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»-UP  FROM  GAMERS 


online,  and  net — the  Next  Big  Thing." 

The  Next  Big  Thing  could  be  putting 
more  consumer  progi'ams  in  cyberspace. 
CarSource  is  just  the  beginning.  Nearly 
every  group  in  the  consumer  div.  is  look- 
ing into  how  their  titles  would  play  on 
Microsoft  Network  or  the  Internet.  Ref- 
erence works  viith  oodles  of  informa- 
tion— Encarta  Encyclopedia  96,  Cinema- 
nia  96,  and  Music  Central  96 — will  tap 
into  the  Internet  and  msn  this  Chiist- 
mas,  letting  Cinemania  owners  get  fresh 
movie  reviews,  for  example. 
HOLLYWOOD  BOUND.  Next  year,  Mi- 
crosoft plans  to  launch  half  a  dozen  on- 
hne-only  products.  In  two  or  three  yeai"s, 
the  company  expects  only  70%  to  80%  of 
its  consumer  progi-ams  will  be  on  cd- 
rom.  Says  Melinda  French,  general  man- 
■■■■■■■■■^^  ager  of  the  infomia- 
tion  business  unit  and 
Gates'  wife  of  nearly 
two  years:  "Eveiyone 
in  my  group  knows 
the  future  is  online." 

Another  potential 
big  deal:  Dream- 
Works Interactive, 
the  joint  ventiu'e  be- 
tween Mici'osoft  and 
DreamWorks  skg,  the 
startup  run  by 
Steven  Spielberg,  Jef- 
frey Katzenberg,  and 


David  Geffen.  The  joint  ventui'e  has  33 
employees  working  on  a  dozen  games 
and  kids'  titles.  Executives  will  only  say 
that  they  are  emphasizing  storytelling 
and  will  probably  use  characters  fi-om 
DreamWorks  movies.  Stonesifer  negoti- 
ated Microsoft's  deal  with  DreamWorks 
and  is  now  acting  ceo  of  DreamWorks 
Interactive.  "Patty  is  that  rare  breed  of 
executive  that  can  be  incredibly  focused, 
decisive,  commanding,  and  compelling — 
and  genuinely  have  a  good  laugh  along 
the  way,"  says  Katzenberg. 

For  every  story  of  Stonesifer's  re- 
lentless drive — she  works  12-hour  days 
and  answers  e-mail  on  weekends — 
there's  another  about  her  humor  and 
her  self-effacing  style.  Subordinates  tell 
about  a  tense  meeting  when  she  and 
Gates  announced  that,  because  of  the 
Intuit  bid,  the  Money  progi-am  would 
be  given  to  rival  Novell  Inc.  After  de- 
hvering  a  rousing  speech  to  employees, 
Stonesifer  and  one  of  her  executives 
charged  out  the  door — the  door  to  a 
closet.  Stonesifer  laughed  so  hard  she 
cried  as  she  backed  out.  Today,  she  tells 
that  stoiy  in  management  meetings  to 
teach  "survival  skills."  Says  Stonesifer 
dryly:  "Nobody's  leadership  is  perfect 
at  any  given  moment."  Perfect  or  not, 
this  is  her  moment. 

By  Kathjj  Rebello  in 
Redmond,  Wash. 
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ONLINE  SERVICES 


IS  DELPHI  FINALLY  OUT  OF 
THE  STARTING  GATE? 

The  Murdoch  onhne  service  has  a  new  look  and  new  content 


There's  a  dark-horse  challenger  in 
the  world  of  online  services  that 
could  come  from  behind.  With  an 
array  of  killer  "content,"  huge  market- 
ing clout,  and  vast  sums  of  money  at  its 
disposal,  Delphi  could  pull  folks  into  cy- 
berspace by  the  megadroves — perhaps 
gi'abbing  large  chunks  of  the  market 
fr-om  America  Onhne,  CompuSen'e,  and 
Prodigy. 

Delphi?  You  mean  that  stodgy,  low- 
tech  service  that  has  been  around  since 
1981  and  hardly  anybody  uses?  Well, 
not  exactly.  This  is  an  all-new  Delphi 
that  has  been  redesigned  from  the  in- 
side out.  Two  years  ago  the  service, 
based  in  Cambridge,  Mass.,  ch-ew  lots  of 
attention  by  becoming  the  first  consu- 
mer service  to  offer  complete  access  to 


the  Internet,  just  as  the  feeding  frenzy 
over  that  worldwide  pubhc  network  be- 
gan. The  company  even  changed  its 
name  to  Delphi  Internet  Services.  But 
Delphi's  screens  were  text-only — even 
when  perusing  the  hot,  multimedia 
World  Wide  Web.  As  a  result,  the  com- 
pany lost  its  Internet  lead  and  is  stuck 
with  only  110,000  subscribers — trivial 
next  to  the  Big  Three's  miUions  (table). 

Delphi's  eai'ly  move  into  the  Internet, 
however,  did  have  one  major  conse- 
quence: It  caught  the  eye  of  media  mo- 
gul Rupert  Miu'doch  and  his  vast  News 
Corp.  For  an  estimated  $12  million, 
Murdoch  picked  up  the  lagging  service 
two  years  ago  with  hopes  of  putting 
News  Corp.  material — stories  fi'om  its 
tabloid   newspapers,   snippets  from 
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Mighty  Morphin  Power  Rangers  a] 
other  Fox  TV  shows,  photos  from 
Guide  and  other  magazines — onto 
Information    Superhighway.  Ne'tf^JJ, 
Coi-p.'s  pm-chase  of  Delphi  excited,  th  ^ 
disappointed  analysts,  who  saw  few  oi 
ward  signs  of  progress. 

That  began  to  change  last  summj|Fi|^|| 
In  June,  News  Coi-p.  announced  a 
billion  joint  venture  v.ith  telecom 
ant  MCI  Communications  Corp.,  allowi 
Delphi  to  merge  with  MCi's  owti  erne: 
ing  Internet  unit.  More  important,  t  f*'^ 
combined  unit  was  placed  in  the  har 
of  Scott  KiuTiit,  formerly  No.  2  at  Pr(  ijd 
igy  and  one  of  the  executives  who  Ii  |i2£« 
pushed  for  big  changes  at  that  tn  Efflt 
bled  Sears-IBM  service. 
ACHIEVING  ONENESS.  So  far,  KuiTiit  1 
moved  aggressively  on  Delphi's  all 
compassing  revamp.  The  service  I 
moved  its  headquarters  to  New  Y(  i&T 
City's  trendy  Flatiron  district,  wb 
dozens  of  multimedia  companies  ha 
out  their  shingles.  Anthea  Disney,  t 
high-profile  former  editor-in-chief 
Murdoch's  n"  Guide,  was  brought  in 
head  up  editorial  operations. 

The  strategy?  The  new  Delphi 
seeking  to  become  "one  with  the  Int 
net."  In  fact,  says  Kumit,  the  Del;  t 
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ity  will  eventually  fade,  to 
^placed  by  a  News  Corp.- 
Internet  service.  The  re- 
3ed  service  is  still  being 
id,  but  it  will  likely  lure 
)mers  with  low-cost  access 
e  Internet  and  Web.  Kur- 
nd  News  Coi-p.  officials  won't  com- 
,  on  pricing  yet,  but  Mark  Moora- 
an  analyst  with  New  York-based 
er  Communications  Inc.,  speculates 
to  grab  market  share  the  company 
charge  as  little  as  $10  per  month 
nhmited  connect  time.  ''Delphi  all 
;  has  offered  unlimited  access  for  as 
as  it  can,"  he  says.  "What  if  they 
rcut  all  the  Internet  access  pro- 


LIVE  FROM  SILICON  ALLEY:  Kunut  and  Disney 


viders  and  use  the  MCl  marketing  mus- 
cle to  do  it?" 

However,  for  all  the  resources  that 
MCI  and  News  Corp.  are  pumping  into 
Delphi,  analysts  are  not  siu'e  the  pubUc 
will  bite.  Says  Lorraine  Sileo,  an  ana- 
lyst with  market  researcher  Simba  In- 
formation Inc.,  based  in  Wilton,  Conn.: 
"You  can't  just  throw  money  at  the 
thing  and  expect  it  to  work."  Like  oth- 


er Internet  access  providers, 
Delphi  still  needs  to  figure  out 
how  to  generate  revenue  on  the 
"free"  Internet.  Kumit  is  keep- 
ing his  answer  close  to  his  vest. 
One  way  would  be  by  linking 

  Delphi  Net  surfers  to  Market- 

placeMCi,  an  online  mall  where,  using 
Netscape  Communications  Corp.'s  so- 
called  secure  Web-browsing  software, 
shoppers  can  buy  flowers  or  CDs  with  a 
credit  card. 

Another  way  to  bring  in  revenue  is 
by  selling  advertising  space  on  Delphi's 
home  page.  If  the  MCi-News  Corp.  ven- 
ture can  guarantee  a  certain  "reader- 
ship," then  it  can  lease  out  spots  that 


POWERED   BY  MOTOROLA. 


PATENTED  BOSE®  ACOUSTIC  WAVEGUIDE  SPEAKER  TECHNOLOGY  ENABLES  THE  WAVE®  RADIO  TO  PRODUCE 
ITS  RICH,  ROOM-FILLING  STEREO  SOUND.  MOTOROLA'S  68HC05  MICROCONTROLLER  POWERS  THE  WAVE 
RADIO'S  ARRAY  OF  INNOVATIVE  FEATURES.  SUCH  AS  THE  REMOTE  CONTROL  AND  PRE  SET  BUTTONS,  WITH  EASE. 
FROM  RADIOS  TO  AUTOMOTIVE  ELECTRONICS,  PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  LIFE. 
FOR  INFORMATION  CALL  1-800-521-6274. 
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would  draw  surfers  to  an  advertiser's 
own  home  page.  Delphi  had  one  limited 
trial  of  advertising  with  Strange  Days, 
a  Fox  movie  now  making  its  way  into 
theatei-s.  Delphi  oflicials  ai'e  mum  about 
the  test  results,  however.  "We're  cleai*- 
ly  in  the  development  phase,"  says  Kui'- 
nit.  "It's  still  uncleai-  what  percentage  of 
revenues  will  come  fi-om  ads  and  what 
wall  come  from  subscriptions." 

The  surest  way  to  lure  consumers 
to  your  corner  of  cyberspace  is  the 
same  way  you  use  to  get  them  to  read 
your  magazines  or  tune  in  to  your  tv 
station:  by  offering  lots  of  attention- 
getting  content.  That's  where  Disney 
comes  in.  In  addition  to  putting  up 
Hnks  into  the  various  News  Coi-p.  me- 
dia units,  such  as  Harper  Collins,  Dis- 
ney is  ginning  up  new  online  content. 
She  has  hired  a  staff  of  20  wTiters  and 
editors  who  report  and  wTite  stories 
and  create  features  fi*om  the  Flatiron 
headquarters — or  wherever  the  news 
may  occur. 

"MASS-ME."  During  the  recent  United 
Nations'  Fourth  World  Conference  on 
Women,  held  in  China,  for  instance,  Del- 
phi offered  commentaiies  on  the  confer- 
ence topic,  "Action  for  Equality,  Devel- 
opment and  Peace."  Such  luminaries  as 
Patricia  Ireland,  president  of  the  Na- 
tional Organization  for  Women,  and  Ca- 
mille  Pagha,  author  of  Sexual  Personae 
and  other  works,  weighed  in.  There 
were  also  daily  fii'st-hand  reports,  filed 
by  a  staff  reporter  attending  the  confer- 
ence in  Beijing. 

"One  of  the  things  that  we're  trying 
to  do  is  to  make  [the  service]  intimate 
for  consumers."  says  Disney.  The  online 
TV  Guide,  for  example,  invites  Web 
sui-fers  to  submit  their  owm  reviews  of 
television  programs.  And  just  in  time 
for  the  fall  football  season  (viewable 
on  the  Fox  network),  the  Delphi  home 
page  is  ho.«ting  football  trivia  contests 
for  Web  surfers.  And  by  creating  con- 
versational forums  and  areas  geared 
toward  niche  interests— ones  people 
are  passionate  about — Disney  thinks 
that  it  could  generate  a  massive  group 
of  loyal  subscribers  who  will  log  on  to 
Delphi  just  to  get  at  the  stories  they 
want.  "  'Me-news'  is  better  than  'mass- 
news,'  "  says  Disney.  "WTiat  we  want  is 
'mass-me.' " 

WTiile  leaping  from  110,000  into  the 
multimillions  of  customers  may  seem  a 
stretch,  analysts  say  the  parent  compa- 
nies' marketing  muscle  could  make  it 
happen.  With  the  millions  MCi  reaches 
through  its  Friends  &  Family  calling 
progi'am  and  the  pull  News  Corp.  has 
with  its  pubhcations  and  Fox  TV,  the 
new  Delphi  could  promote  itself  all  over 
the  place.  Which  means  your  next  call- 
ing circle  could  include  your  PC. 

Bij  Paul  M.  Eng  iti  Neiv  York 
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NO  MORE  SNEEZING, 
ITCHING,  COUGHING? 

Science  is  working  to  prevent  allergic  reactions 


A purring  eat  curled  up  on  an  old 
sofa  might  seem  bucohc.  but  for 
many  allerg>'  sufferers  the  scene 
signals  miseiy:  itchy  eyes  or  nose, 
an  uncontrollable  urge  to  sneeze,  a 
tightening  throat.  Before  long,  invisible 
assailants — cat  dander  and  dust  mites — 
send  their  sniffling  victims  racing  for 
tissues  and  antihistamines. 

Within  a  decade,  however,  the  hank- 
ies might  be  gone  for 
good.  At  laboratories  in 
drug  companies  such  as 
Genentech  Inc.  and  Ciba- 
Geigj'  Corp.,  as  well  as 
in  universities,  scientists 
are  scrambling  to  deci- 
pher the  complicated 
pathway  that  leads  to  an 
allergy  attack.  The  re- 
searchers' discoveries 
have  helped  them  identi- 
fy a  handful  of  new  ap- 
proaches to  drugs  that 
may  halt  allergic  reac- 
tions before  the  first 
sneeze.  "Where  the  ac- 
tion is  in  allergj'  drugs 
is  not  in  s\Tnptomatic  re- 
Hef  but  in  stopping  the 
allergic  process  altogeth- 
er," says  Dr.  Francis 
Cuss,  vice-president  for 
discovery  research  at 
Schering-Plough  in  Ke- 
nilworth,  N.J. 

Allergies  affect  nearly 
20%  of  the  U.  S.  population.  Some  24 
miUion  people  suffer  from  the  sneezing 
and  nanny-nose  vaiiety  knowTi  as  aller- 
gic rhinitis.  Asthma — which  is  most  of- 
ten caused  by  allergies — affects  an  addi- 
tional 10  iniUion  Americans.  Food,  insect 
venom,  and  chemical  allergies  plague 
still  others. 

LAND  MINE.  There  seems  to  be  more  of 
the  misery  around  than  ever,  too.  Sales 
of  prescription  and  over-the-counter 
remedies  in  the  U.  S.  could  rise  8%  next 
year,  reaching  ^.5  billion,  estimates  pov 
Inc.,  a  health-cai'e  publishing  company  in 
Montclaii'.  N.J.  The  bulk  of  those  sales 


Drugmakers 
are  trying  to 
attack  the 
underlying 
cause  of 
the  misery: 
Immune 
systems  that 
are  overly 
sensitive  to 
allergens 


are  antihistamines  and  steroids,  whi( 
although  effective  in  many  cases,  a 
usually  taken  after  s\Tnptoms  have 
ready  begun.  Their  side  effects  c 
range  from  sleepiness  to  more  serio 
metabolic  problems  associated  with  lor 
teiTn  steroid  use. 

Companies  ai'e  aiming  to  captm-e  tl 
huge  market  with  new  preventive  dni 
that  could  be  taken  safeh'  foi-  years. 

do  that,  they  are  attacki 
the  imderl\ing  cause  of 
lergies,  which  is  that  t 
immune  systems  of  allt 
gic  people  treat  such 
nocuous  substances  as  j 
dander  or  mold  with  a  v 
or  usually  resen-ed  for 
nases  or  other  dangerc 
invadei-s.  It's  still  not  ck 
why  their  bodies  are 
vigilant,  but  doctors  ha 
identified  one  main  culpi. 
It  tiu'ns  out  that  aller; 
people  chum  out  a  lot ; 
an  antibody  called  imn- 
noglobuHn  E,  or  IgE,  wh; 
e.xposed  to  allergens.  T  - 
IgE — wiiich  is  produc 
only  in  minute  amounts 
people  without  allergies- 
attaches  to  a  docking  si. 
or  receptor,  on  so-calli 
mast  cells  that  line 
sm-face  of  the  lung,  no, 
and  other  areas. 

Once  in  place,  the  Iji 
acts  like  the  trigger  on  a  land  mil. 
When  cat  dander  or  another  allergi 
hooks  onto  the  fi'ee  end  of  IgE,  it  ca  - 
es  the  mast  cell  to  explode,  spewir 
a  potent  cocktail  of  histamines  and  o  - 
er  substances  that  lead  to  the  stu.' 
nose,  itchy  eyes,  and  other  sympto'^ 
of  allergies. 

One  approach  then,  is  to  disam  i? 
trigger.  IgE.  T^vo  companies.  Tanox  E- 
systems  Inc.  in  Houston  (in  a  partn- 
ship  with  Ciba-Geig\')  and  Genento 
in  South  San  Francisco,  are  conduct  ? 
clinical  tests  of  drugs  that  do  just  tli  • 
Their  approaches  are  similar  and  - 


Chapter  Three 


'y  taking;  our  cah-f(in\  anl  c/t\v;«/; 
philosopliy  a  step  further,  we  reduced 
the  coefficient  ofdrao  to  .^6. 
Which  means  Carm  an  shps  throui^h 
the  wind  more  t'</s77\ 


We  _i;ave  it  a  sle^ 
to  minimize  u 
noise  and  enda 
up  with  the 
quietest 
Caravan  ever 


By  changing  the  way 
Caravanlooks, 


Tl 

-at 
Cam 
when  eqhp 
with  separate  fro  oi^ 
rear  seat  climate  ccJol 
provides  287c  better 


We  moved  tlie  wheels  farther  apart,  resultuii;  m 
i;recner  stahility  and  even  more  car-like  handlmi; 


\  I]7c  MORE  GLASS  OVERALL 


327c  INCREASE  UPWARD 

48%  INCREASE 
DOWNWARD 


Vith  more  glass  area,  everybody  can  see  out  a  lot  bettei 


^     We  rounded  the  corners 
for  a  more  aerodynamic 
shape,  and  still  found  a 
way  to  get  more  room  inside. 


There's  room  for  28  2.\4s  undei 
the  back  seats.  Plus,  we've 
made  the  liftgate 
easier  to  lift 
and  to  close 


we've  improved  the 
way  it  works. 


Y 


I 

^-l"  I  There  s  34  cubic  feet 
more  room  inside  the 
new  Caravan.  You'll 
enjoy  discovering 
where  we 


^nnnnn 
•  u  u  u  u  u 


The  3.3L  and  3.8L  engines  available  in  the 
new  Caravan  are  so  advanced,  they  can  run 
lOO.OOO  miles  before  a  scheduled  tune-up. 


,  put  it 


our  new  optional  driver-side  sliding  door,  you  can  spend  less  time  running  around.  A  lower  step-up  height  adds  to  the  cimvenience. 


The  New  Dodge  Caravan 


We  think  yaii'  II  ni^rve.  \vc  thoiit^lii  of  everytliiiii;.  Bid  if  you  can  think  ofunythini;  else  you'd 
like  to  know,  call  l-SI)()-4-A-D0DGE.  Ami  we'll  send  you  all  kinds  of  iifonnatum. 


The  New  Dodge  Caravan 


Just  as  original  as  the  original. 


Alwaxs  weui  xoiir  seul  hell 


Paper  contains  ten  percent  recycled  material,  l^i 


(5 


Tafethe 
aravan  LQ.  Test 
and  win. 


FOR  INFORMATION  ON  PARADIGM'' 
CALL  I -800-542- L^OO. 


Win  a  iO-piece  set  of 
American  Tourister"  Paradigm' '  Luggage  (valued  at  $2,245) 


Courtesy  of 


BusinessWeek 


four  I.  Q.  by  taking  this  short  quiz.  Don 't  worry,  the  answers  are  in  the  Dodge  Caravan  Chapter  3  insert  you  just  read. 
lien  equipped  with  separate  front  and  rear  seat  climate  controls,  the  new  Dodge  Grand  Caravan  - 

)vides  28%  better  airflow    b)  helps  eliminate  family  arguments    c)  keeps  hot  things  hot  and  cold  things  cold    d)  both  a  and  b. 
ith  the  new  Dodge  Caravan's  optional  driver-side  sliding  door  - 

a  can  spend  less  time  ninning  aiound   b)  what  goes  in  one  side  goes  out  the  other   c)  grand  entrances  are  a  whole  lot  easier 
nc  of  the  above. 

e  new  Dodge  Caravan  can  run  - 

DO-yard  dash  in  well  under  ten  seconds  b)  like  the  wind  c)  100,000  miles  before  a  scheduled  tune-up  d)  rings  around  other  minivans. 
^ou  can  think  of  anything  else  you'd  like  to  know,  you  can  call  1-800-  . 


an 


STATE 


Z/P 


The  New  Dodge  Caravan 


Just  as  original  as  the  original! 


Rules: 

lurchase  necessary:  One  entry  per  licensed  driver  18  years  or  older  who  are  residents  of  the  continental  United  States.  Void  where  prohibited.  (2)  To  enter  compU  ich  fill  out  the  entry  blank,  or  print 
ddress  and  quiz  answers  on  a  plain  sheet  of  paper  and  send  it  to  Caravan  I.Q.  Sweepstakes.  P.O.  Box  678.  Gibbstown.  NJ  08027.  to  he  received  no  later  than  1/2/96.  Entries  become  sponsor's  property 
not  be  returned.  (S)  Drawing  to  be  held  on  or  about  1/16/96.  and  is  administered  by  Ventura  Associates,  an  iruiependent  judging  organimtion.  Illegible,  late.  Iitst.  postage  due.  misdirected,  damaged  and  ftu  - 
ttries  will  not  be  considered.  Winner  will  be  notified  by  mad  within  5  days  of  drawing  and  will  be  required  to  complete  and  return  affidavit  of  eligibility/liability  release,  and  consent  to  use  of  his/Jier  name 
ikeness  in  adveriising  without  furiher  compensation,  unless  prohibited  by  law.  which  must  be  received  within  14  days  of  date  on  notification  or  an  alternate  winner  will  be  selected  in  a  random  drawing 
ler  will  be  awarded  one  prize  of  a  ten  1 10}  piece  set  of  American  Tourister  Paradigm  Luggage  (suggested  retail  value:  $2,245).  Federal,  slate  and  local  taxes  are  the  sole  responsibility  of  the  winner  No 
or  substitution  of  prizes  except  as  may  be  necessary  due  to  unavailability,  in  which  case  a  prize  of  equal  or  greater  value  will  be  awarded.  (51  Employees  (and  their  iinm-diate  families)  of  The  McCraw- 
npanies.  Inc..  The  Chrysler  Corporation  and  its  dealers,  and  these  companies'  adveriising.  public  relations  and  merchandising  agencies  are  not  eligible.  (6)  Odds  of  y.  ■r.ning  depend  on  number  of  eligible 
eceived.  Estinmted  entry  distribution:  837.570.  The  decision  of  Vennira  Associates  in  all  matters  relating  to  the  rules  and  adminislralion  of  the  sweepstakes  shall  be  fin,  d  (7)  Winner's  name  can  he 


Science  &  Technology 


volve  using  a  so-called  monoclonal  anti- 
body that  specifically  grabs  onto  IgE 
and  prevents  it  ft'om  attaching  to  mast 
cells.  Tanox'  drug  not  only  stops  IgE 
short  of  its  goal,  it  seems  to  stop  pro- 
duction of  fresh  IgE.  "With  our  anti- 
body, the  IgE  in  the  blood  disappears 
almost  immediately,"  says  Tse  Wen 
Chang,  Tanox'  vice-president  for  re- 
search and  development. 

Monoclonal  antibodies  do  have  hmita- 
tions.  For  one,  they  must  be  in- 
jected— in  this  case,  says  Chang, 
weekly,  and  possibly  for  life.  Also, 
because  the  antibodies  are  origi- 
nally derived  fi'om  mice,  there  is 
the  possibility  that  the  human  im- 
mune system  could  see  them  as 
foreign  and  mount  an  attack 
against  them. 

Still,  both  Genentech  and  Ta- 
nox estimate  that  theu'  antibodies 

New  Angles 
Against  Allergies 

Most  allergy  drugs  work  by 
mopping  up  histamines.  But 
several  companies  are  work- 
ing on  drugs  that  would 
stop  the  allergic  "cascade" 
before  histamines 
are  produced 

"  ALLERGEN 


the  immune  system  is  still  quite  new, 
but  Schering's  Cuss  says  that  scientists 
at  his  company  and  its  affiliate,  dnax 
Research  Institute  of  Moleculai-  &  Cellu- 
lar Biology  Inc.,  are  already  working 
on  developing  drugs  that  would  target 
the  substance.  They  would  either  keep 
11-4  from  being  produced,  soak  it  up 
once  it's  been  released,  or  prevent  it 
fi'om  attaching  to  B-cells. 

There's  some  concern,  though,  that 
interfering  with  II- 


DRUGS  that  block 
other  immune  cells, 
called  B-cells,  from 
getting  ll-4's  mes- 
sage to  produce  IgE 
antibodies. 

Companies:  Schering- 
Plough  with  DNAX. 


4  might  hurt  the 
immune  system's 
ability  to  fight  dis- 
ease. "H-4  is  not  a 
mistake  of  nature," 
says  Dr.  Donata 
Vercelli,  a  chief  sci- 
entist at  San  Raf- 
faele  Scientific  In- 
stitute in  Milan  and 


IgE  ^ 

ANTIBODY 


r 


is  a  delicate  balance  between  givin; 
person  enough  allergen  to  shut  off  - 
immune  system  and  giving  so  much  t 
it  sets  off  an  allergic  reaction.  To  ^ 
safe,  doctors  usually  only  inject 
small  doses  of  the  offensive  substa  i 
into  a  patient — too  small  to  have  a  tiji' 
ly  effect. 

GENETIC  TRAIL  But  scientists  at  I; 
Logic  Phai-maceutical  Corj).  in  Walthi 
Mass.,  have  a  way  around  that  p: 
lem.  Instead  of  injecting  the  whole 
gen,  says  Dr.  Robert  J.  Gerety,  pr( 
dent  and  ceo  of  ImmuLogic 
identified  the  pieces  that  can  turn 
the  immune  system."  These  piecei 
the  allergens — called  epitopes — are 
jected  over  the  course  of  several  wei 
not  years.  Gerety  says  clinical  trial; 
the  vaccines  for  cat  dander  and  r 
weed  are  in  phase  III,  or  late-sts 
trials.  In  eai'Mer  tests  on  the  cat  vacc 


VACCINES  that  stop 
immune  cells  called 
T-cells  from  produc- 
ing a  chemical  alarm 
called  11-4. 
Companies:  Immu- 
Logic with  Hoechst 
Marion  Rousel. 


could  be  available  in  tliree 
years.  That  is,  unless  le- 
gal wrangling  slows  the 
process  down.  The  compa- 
nies are  battling  in  court 
over  who  owns  the  anti- 
IgE  technology. 

FRANTIC  MESSAGE.  Meanwhile,  reseaixh- 
ers  at  other  labs  envision  tackling  aller- 
gies even  befoi-e  IgE  is  produced.  The 
process  starts,  they  discovered,  with 
the  sentinels  of  the  immune  system — 
the  so-called  T-cells.  People  who  are  al- 
lergic have  a  high  proportion  of  particu- 
larly alarmist  T-cells,  says  Dr.  Marshall 
Plaut,  chief  of  the  allergic  mechanisms 
section  at  the  National  Institute  of  Al- 
lergy &  Infectious  Diseases.  When  they 
detect  an  allergen  in  the  bloodstream, 
these  sentinels  send  out  a  chemical  mes- 
sage urging  B-cells  to  make  IgE.  This 
chemical  message  is  a  substance  called 
interleukin-4,  or  11-4. 

Research  into  11-4  and  its  effect  on 


an  expert  on  11-4.  Cuss 
says  the  promise  of  Scher- 
ing's speculative  work  out- 
weighs the  risk  of  failure. 
"If  we  are  right,  it  is  go- 
ing to  be  very  useful  to 
humans  with  al- 
lergies and  asth- 
ma, and  it  will 
make  us  a  lot  of 
money,  too." 
Another  approach  that  tar- 
gets 11-4  is  a  vaccine  that  takes 
its  cue  from  weekly  allergy 
shots.  With  allergy  shots,  peo- 
ple are  given  very  small  doses 
of  dander,  ragweed,  or  what- 
ever makes  them  allergic.  The 
idea  is  that  over  time,  the  per- 
son will  be  desensitized.  Recently,  re- 
seai-chers  discovered  that  rather  than 
inciting  the  T-cells  to  produce  11-4,  the 
constant  low  doses  of  allergen  actually 
inhibit  its  production.  Instead,  the  T- 
cells  make  another  substance,  IgG,  that 
halts  the  allergic  process. 

The  problem  with  allergy  shots,  says 
Plaut,  is  that  it  can  take  years  to  get 
the  proper  result.  That's  because  there 


some  86%  of  people  who  received  fir 
weekly  injections  saw  their  symptns 
abate  for  several  months,  says  Gere,'. 

ImmuLogic  hopes  to  begin  marl|t 
ing  its  first  two  vaccines — Allervax 
and  Ragweed — by  early  1998.  The  ch- 
pany  is  teamed  wl 
Hoechst  Marion  Iiji- 
sel  to  develop  t\^f! 
and  three  other  y- 
cines — for  house-cf 
mites,  Japanese  cei; 
pollen,  and  grass,  it 
far,  Hoechst  has  d- 
tributed  some  $40  {1- 
lion  to  ImmuLoc 
says  Gerety. 
^^^^^^^1  For  the  time  bee 
the  assault  on  allerP 
is  continuing  on  two  parallel  fronts!- 
companies  race  to  develop  the  nextfl 
lion-dollar  remedy,  academic  reseafi 
ers  are  identifying  the  genes  that  rrk* 
people  asthmatic  or  allergic  in  the  Is' 
place.  If  they  succeed,  scientists  wibf 
able  to  intervene  even  earher  in  th(^i 
lergic  process.  For  allergy  sufferfs 
that's  nothing  to  sneeze  at.  i 
By  Naomi  Freundlich  in  New 


DRUGS  that  stop  IgE 
antibodies  from 
attaching  to  mast 
cells  that  line  the 
nose  and  throat,  pre- 
ventmg  them  from 
spewing  histamine 
and  other  chemicals. 
Companies:  Genen- 
tech, Tanox. 


bu  don't  know  where  your 
ext  office  will  open  up.  You 
on't  know  where  your  next 
eal's  going  to  be.  You  don't 
now  where  in  the  world 
ou'll  have  to  be  tomorrow. 


no 
lies  the 


Whether  you're  staffing  the  new 
office  in  lyiinsk,  signing  the  con- 
tract in  Bombay,  or  exploring 
opportunities  in  those  places 
where  the  ink  is  barely  dry  on  the 
trade  agreement,  Lufthansa  can 
make  you  feel  at  home,  virtually 
anywhere  in  the  world.  Together 
with  our  partner  airlines,  we  fly  to 
over  200  cities,  in  90  countries  on 
six  continents.  So  wherever  you 
have  to  be  tomorrow,  chances  are 
we  fly  there  today. 


Lufthansa 


Accrue  or  redeem  miles  in  either  Lufthansa  Miles  &  Mors™ 
or  United  Mileage  Plus"  when  vou  fiv  on  Lufthansa  flinhts 


Only  one  company  on  earth 

has  this  many  ways  to 
help  you  manage  your  risks. 

Ml  forms  ol  property  casualty  insurance  through  brokers 
Life,  accident  &  health  insurance  worldwide 
Claims  management  and  cost  containment  ser\ices 
Global  employee  benetits 
Global  pension  management 
Loss  control  and  engineering 
Premium  hnancing 

Political  risk  coverage  and  trade  financing 
Emergency  evacuation  and  security  services 
Economic  and  political  assessment 
Local  currency  financing 
Consumer  finance  m  many  countries 
Direct  equity  investment  funds  in  many  countries 
Third  party  asset  management 
Infrastructure  finance  m  Asia  and  Central  Asia 
Market  making  m  all  forms  of  interest  rates,  currency  and  equity  risk 
management  products 

Trading  and  market  making  m  foreign  exchange,  base  and  precious 
metals,  petroleum  and  natural  gas 
.Aircraft  leasing  for  airlines 

Personal  auto  insurance  through  \"anous  distribution  systems 


With  75  years  of  international 
experience,  only  triple-A-rated  AIG 
has  the  worldwide  insurance  and 
financial  services  capabilities  to 


AIG 


help  you  manage  all  your  balance 
sheet  and  other  risks.  And  our 
list  of  ways  to  help  you  manage 
business  risks  continues  to  grow. 


World  leaders  in  insurance  and  financial  services. 

For  more  information,  write  to  American  International  Group.  Inc.. 
Dept.  A.  70  Pine  Street,  New  York.  NY  10270.  Or  fax  212.425.3499 


evelopments  to  Watch 


ED  BY  PETER  COY 


ING 

BTRICITY  TURN 
IDIME  

ICAN  ELECTRIC  POWER 

eeds  more  juice  in 
rn  Kentucky  to 

the  needs  of 
try  and  coal 
g.  To  supply  electric- 

the  least  cost  and  with 
ast  disruption  to  power 
mission  in  surrounding 
,  the  utility  is  con- 
ting  a  state-of-the-art 
r-control  system  called 
Unified  Power  Flow 
•oiler. 

3  UPFC  is  the  first  sys- 
apable  of  simultaneous- 
ntroUing  all  the  major 
.cteristics  that  deter- 
power  flow  over  trans- 


mission lines.  That  enables 
the  utility  to  control  power 
flows  instantaneously  and 
precisely.  One  big  advantage 
is  that  American  Electric 
Power  will  be  able  to  build  a 


cheaper,  lower-volt- 
age transmission  line 
to  the  region,  since 
the  company  won't 
need  a  huge  safety 
margin  to  guard 
against  un- 
predictable volt- 
age fluctuations. 

The  power-flow  system 
was  developed  by  Westing- 
house  Electric  Corp.  and  the 
Electric  Power  Research  In- 
stitute. Such  systems  will 
become  more  important  as 
deregulation  results  in  more 
swapping  of  power.  The  sol- 
id-state systems  also  take  up 
less  room  than  their  mechan- 
ical predecessors,  which  can 
be  as  big  as  football  fields. 
AEP's  facility  is  100  feet  by 
150  feet — including  a  spec- 
tator's gallery. 


f.  CHIPS  THAT 
m  UP  THE 
TiMEDIAMESS 

?IMEDIA  PERSONAL 

uters  are  a  pain  in  the 
You  spend  hundreds  of 
*s  on  add-in  cards,  and 
you  almost  need  an  en- 
ring  degree  to  install 
.  Startup  Chromatic 
arch  Inc.  in  Mountain 
Cahf.,  hopes  to  change 
On  Oct.  9,  it  was  to  in- 
ce  a  single  chip  that 
5s  out  all  major  multi- 
a  functions — such  as 
lies  acceleration,  video 
lack,  audio  playback, 
.nd  modem. 

3  Mpact  chip  runs  with 
5lp  of  software  modules, 
can  be  reprogrammed 
.  Indeed,  since  Toshiba 
and  South  Korea's  lg 
;on  Co.  will  manufac- 
he  chip.  Chromatic  ex- 
to  make  money  mainly 
le  software.  Running 
ons  in  software  instead 
eon  means  the  1.5  mil- 
ransistor  chip  can  be 
ir  and  cheaper.  Chro- 

estimates  the  chip, 
ire,  and  required  mem- 
dps  will  add  about  $150 

cost  of  a  PC. 


AN  ARTIFICIAL  ANCHOR  FOR  REAL  GRASS 

ROSS  C.  LITTLE  HAS  TAKEN  AN  INTENSE  INTEREST  IN  THE 

University  of  Utah's  Running  Utes  football  team  this 
fall.  Not  in  whether  they  win  or  lose,  but  in  how  the 
grass  beneath  their  feet  holds  up.  Utah's  Rice  Stadium 
is  the  most  challenging  and  conspicuous  venue  yet  for 
a  new  kind  of  turf  made  by  Little's  company,  Sport- 
Grass  Inc.  of  McLean,  Va.  SportGrass  is  real  grass 
planted  on  a  synthetic  base.  The  base  is  a  woven  fabric 
with  polypropylene  blades  sticking  up,  as  in  a  sparse 
shag  carpet.  Sand  is  poured  over  this  to  the  tops  of 
the  blades,  and  then  natural  grass  is  planted  on  top. 
The  base  protects  and  anchors  the  vulnerable  "crowns" 
of  the  grass,  where  the  blades  meet  the  roots.  The  aim 
is  to  lessen  the  wear  on  natural  grass,  which  players 
say  produces  fewer  injuries  than  artificial  turf. 

The  result?  "So  far,  so  good,"  Utah  grounds  depart- 
ment supervisor  Susan  Pope  said  after  the  Running 
Utes'  first  three  home  games.  The  natural  grass  was 
sheared  off  in  some 
places,  she  says,  but 
there  weren't  any  div- 
ots or  torn-up  areas 
that  are  hard  to  re- 
store. New  grass  quick- 
ly took  hold,  she  says, 
thanks  to  the  protec- 
tion of  the  artificial 
base.  Little  hopes 
many  more  stadiums, 
golf  courses,  and  other 
grassy  spots  w\l\  use 
SportGrass  if  it  sur- 
vives Utah's  full  season 
in  good  shape. 


MUSIC  TO  FLIERS' 
RINGING  EARS 

Ever  find  yourself  shout- 
ing to  be  heard  in  a  small 
plane? 

Come  again? 

IS  NOISE  A  PROBLEM  IN 
SMALL  PLANES? 

It  certainly  is.  But  Lord 
Corp.  of  Cary,  N.  C,  has 
come  up  with  a  three- 
pronged  system  to  mute 
it.  One  part  of  the  Nvx 
Active  System  is  a 
$35,000  noise  canceller, 
which  monitors  cabin 
noise  and  then  generates 
a  corresponding  sound  to 
offset  it.  The  other  two 
systems  are  vibration  sti- 
flers.  One  resides  at  the 
engine  mount,  the  other 
in  the  plane's  skin.  They 
transmit  vibration  pat- 
terns to  a  computer, 
which  in  turn  sends  com- 
mands to  small  actuators. 
These  are  little  machines 
that  pulsate  against  the 
vibrations,  virtually  elim- 
inating them,  according 
to  Lord. 

In  a  demonstration  on 
a  turboprop.  Lord  says, 
interior  cabin  noise  was 
reduced  by  80%,  or  14 
decibels,  and  vibration 
levels  were  reduced  by 
87%,  or  18  decibels.  Lord 
is  selling  its  engine  vi- 
bration system  to  Cessna 
Aircraft  Co.  for  installa- 
tion in  next  year's  Cita- 
tion X  business  jet  at  an 
undisclosed  cost.  Stevens 
Aviation  Inc.  has  con- 
tracted to  retrofit  at 
least  50  Beech  Aircraft 
Corp.  Beech  King  Air 
turboprops  with  the 
noise-cancellation  sys- 
tems, but  not  the  vibra- 
tion cancellers,  at  a  cost 
of  $35,000  to  $45,000  per 
plane. 

Now  if  they  can  just 
silence  that  guy  in  7-D, 
who's  going  on  and  on 
about  hard-disk  drives . . . 


Legal  Affairs 


INSURANCE 


ARE  LIFE  INSURERS  BIASED 
-OR  JUST  CAREFUL? 


[I'ideil 
Invite 


They're  under  scrutiny  for 
allegedly  discriminating 
against  some  ethnic 
Americans  and  women 

Last  September,  Lani  Perkins  decid- 
ed that  her  72-year-old  mother, 
Pok  Dong  Kim,  needed  life  insur- 
ance. Kim,  a  Korean-born  U.  S. 
citizen  living  in  San  Francisco,  applied 
for  a  $10,000  policy  from  Milwaukee- 
based  Northwestern  Mutual  Life  Insur- 
ance Co.  To  her  surprise,  the  company 
rejected  her  a  month  later  because  she 
did  "not  meet  our  language  require- 
ments for  the  ability  to  imdei-stand  Eng- 
lish," according  to  an  Oct.  11,  1994,  let- 
ter. "We  were  shocked  and  upset,"  says 
Perkins.  In  May,  Kim,  Perkins,  and  her 
husband  filed  a  lawsuit,  believed  to  be 
the  fii'st  of  its  kind,  against  Northwest- 
ern for  national-origin  discrimination. 

Within  a  month,  Northwestern  got 
rid  of  its  English-only  nile  and  started 
providing  translators  for  non-English- 
speaking  applicants.  "The  lawsuit  made 
us  recognize  there  may  have  been  insen- 
sitivities  in  our  lule  that  we  didn't  see," 
says  spokesman  Thomas  W.  Towers, 
adding  that  the  insurer  invited  Kim  to 
reapply  but  hasn't  heard  back. 
FREE  REIN.  Kim's  pending  lawsuit  spot- 
lights a  debate  over  allegations  of  bias 
in  the  huge  life-insurance  industry, 
whose  assets  ai'e  estimated  at  $2  tr-illion. 
Whereas  lending  discrimination  and  red- 
lining in  homeowners'  and  auto  insur- 
ance have  been  under  scrutiny  for 
years,  life  insurance  has  received  rela- 
tively little  oversight.  "Each  company  is 
free  to  do  pretty  much  what  it  wants," 
says  former  Vermont  Insurance  Com- 
missioner James  H.  Hunt,  now  at  the 
Consumer  Federation  of  America. 

But  a  recent  spate  of  lawsuits  and 
state  legislative  actions  suggests  that 
Ufe  insurers  might  not  be  writing  their 
own  mles  much  longer.  Practices  being 
probed  by  state  officials  range  fi'om  re- 
quiring applicants  to  speak  English  to 
denying  coverage  to  victims  of  domestic 


teo 


UNINSURABLE?  Pok  Dong  Kim,  irifli  the  Perkinses 


violence.  Many  insurers  defend  these 
practices — which  may  protect  against 
some  risks — as  business  prerogatives 
that  need  no  apology.  But  as  ethnic 
Americans  and  women  demand  more 
clout  in  the  marketplace,  such  pohcies 
increasingly  clash  with  antibias  stan- 
dards. "From  a  purely  business  stand- 
point, there  may  be  legitimate  reasons 
to  reject  for  race  or  gender,"  argues 
Kenney  Shipley  of  the  Florida  Insur- 
ance Dept.  "But  we  as  a  society  have  to 
say  whether  or  not  it's  acceptable." 

Hard  evidence  of  discrimination  is  al- 
ways difficult  to  substantiate,  no  less 
so  when  alleged  by  high-level  execu- 
tives (page  84).  But  a  case  settled  in 
March  contains  some  evidence  that  dis- 


cnmmation  may 
finely  tinge  the  sel 
of  life  insurance, 
lawsuit,  filed  by 
National  Associal 
for  the  Advancem 
of    Colored  Pec 
(NAACP)  against 
American  Family 
Insurance  Group 
1990,  contains  a  ti 
script  of  a  1986  ( 
versation  betwee 
company  sales  mai 
er    and  Milwau 
agent  Rueben 
Ziehlsdorf.  "Very 
estly,  I  think  you  w| 
too  many  blacks," 
manager  tells  Ziei 
dorf.  "Rube,  you're 
going  to  build  an  a)j 
ey  on  life  insura] 

and  blacks  You 

ta    sell    good,  i 
premium-paying  w||ll 

people        They  i 

their   homes."  lja]j 
manager   was  fij| 
"We  have  long  had 
icies  forbidding  unjjj 
ful  discriminatioiji 
any  sort,"  says  Anf 
can  Family  spokes 
Rick  Fetherston. 

  The  NAACp's  (9 

ended  up  focusing  on  charges  of  re(B 
ing  in  homeowners'  insurance  alleifl 
avoidance  of  business  in  minority  ne^ 
borhoods.  The  Madison  (Wis.)-base( 
surer  neither  admitted  nor  denied 
charges  but  promised  in  a  $14.5 
lion  settlement  to  boost  its  busi:j 
among  African  Americans  in  Mihj 
kee  and  to  open  offices  in  inner- 
neighborhoods.  \^tkl\ 
AFFRONTED  AUSSIE.  Now,  newer  fc 
of  alleged  disci'imination  are  comin, 
regulators'  attention.  The  Texas  legfe 
ture  outlawed  English-only  rule^i  - 
health  insurance  this  May  after  a  JH  '^-2 
aiy,  1995,  report  by  the  state's  0ff5i|ilrnC(iup 
Public  Insurance  Counsel  found 
some  health  insurers  sold  policieij 
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FREE  REPORTS 
FROM  A  SELECT  GROUP  OF 
AMERICA'S  FASTEST-GROWING  COMPANIES 


The  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
ached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using  data 
3vided  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  growth  companies  in  America  invited  to  appear. 
Invited  companies  ranged  in  size  from  a  few  giants  of  corporate  America  to  emerging  growth  companies  with  sales 
at  least  $5  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends,  size 
d  stock  price  —  none  under  $2.00  per  share. 

Dniy  15%  of  all  companies  on  Conipustat's  database  passed  these  tests  and  were  invited  to  make  this 
ie  offer  of  investor  information.  Thirty-four  of  these  exceptional  companies  appear  below. 


1.  ABR  Information  Services,  Inc. 

leading  employee  benefits  &  compliance  srv. 

2.  AGCO  Corporation 

worldwide  agricultural  equipment  manufacturer 

3  Alabama  National  BanCorporation 

commercial  banking 

4  ALLIED  Life  Financial  Corporation 

life  insurance  and  annuities 

American  Business  Information,  Inc. 

leading  business  information  provider 

Barrett  Business  Services,  Inc. 

professional  employer  org./ temporary  staffing 

Blogen,  Inc. 

bioptiarmaceuticals 

Boca  Research,  Inc. 

mfr.  PC  enhiancement/ networking  products 

Cable  Design  Technologies  Corp. 

advanced  electronic  and  fiber  optic  cables 

Callaway  Golf  Company 

golf  club  designer  and  manufacturer 

Caraustar  Industries,  Inc. 

manufacturer  of  recycled  paperboard 

Charter  Bancshares,  Inc. 

banking 

Citation  Corporation 

iron,  steel  and  aluminum  castings 

Crop  Growers  Corporation 

crop  insurance,  ag  management  software 

Daisytek 

distribution  of  computer  supplies 

Facelifters  Home  Systems,  Inc. 

fiome  remodeling 

17.  Fluke  Corporation 

leading  electronic  test  tool  manufacturer 


5. 


6. 


7. 


8. 


9. 


10 


11 


12 


13. 


14. 


15 


16 


18  FMB  First  Michigan  Bank  Corporation 

diversified  financial  services 

19  Fresh  America  Corp. 

food  distribution  management  company 

20  HCIA  Inc. 

leading  healtfi  care  information  provider 

21  ICN  Pharmaceuticals,  Inc. 

pharmaceutical  production  and  distribution 

22  IDEX  Corporation 

mfr.  fluid  handling  &  industrial  products 

23  Interpool,  Inc. 

maritime  logistics  and  leasing 

24  Kentucky  Electric  Steel,  Inc. 

specialty  steel  manufacturing 

25  Litchfield  Financial  Corporation 

specialized  consumer  finance  company 

26  Mallinckrodt  Group,  Inc. 

chemicals,  human  &  animal  health  products 

27.  Mercury  Air  Group,  Inc. 

aircraft  services 

28  Motorola,  Inc. 

wireless  communications  /  semiconductors 

29  The  Multicare  Companies,  Inc. 

long-term  care  provider 

30  PC  Service  Source,  Inc. 

distributor  of  microcomputer  and  pnnter  parts 

31  Resource  Bancshares  Mortgage  Group,  Inc. 

mortgage  banking 

32  Trend  Lines,  Inc. 

retail  stores  —  mail  order  catalogs 

33  United  Mobile  Homes,  Inc. 

owner/ operator  of  manufactured  home  communities 

34  World  Fuel  Services  Corporation 

aviation /manne  fueling  services  &  oil  recycling 


ise  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive, 
ir  request  will  be  forwarded  to  each  company  and  information  mailed  promptly.  Deadline  for  response  12/11/95. 
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I  am  a  (circle  one): 

A. Private  Investor 
^     B.  Stockbroker 
_     C.  Securities  Sales  Mgr. 

D. Security  Analyst 
—     E.  Portfolio  Manager 

F.  Investment  Club 
~     G.Cert.  Finc'l.  Planner 


me  &  Title 
mpany  


eet 


y,  State,  Zip   

turn  Coupon  to:  NCS,  7995  E.  HAMPDEN  AVE.,  SUITE  205,  DENVER,  CO  80231 


H.  Other 


I')  I  W5  NaliiMLil  ('or|i(irale  Sltvilcs.  Inc.  Nutloniil  Ciirponitc  Services""  is  Ihe  onymalor  .md  spunsur  i>l  llic  f-'u^li\l'Gn>\\  iiit;  Cnmpiinif.  iii  ,Amcn,<i  Friif;iiim 
,ind  IS  nol  .iltiliated  with,  or  sponsiircd  by.  fiii^iitfss  Week  or  Sl.indard  &  Poor  s  Compiislal  Ser\Kes.  Inc 

OR  ALL  THE  INVESTOR  INFORMATION  ON  THE  INTERNET,  GO  TO  http://www.natcorp.com/ir 


Legal  Affairs 


While  it  may  be  prudent  for  insurers  to  check  the 
emergency-room  records  of  battered  spouses,  is  it  fair' 


Texas — where  20%  of  the  population 
speaks  Spanish — only  to  fluent  English 
speakers.  "Health-insurance  risk  has 
nothing  to  do  with  whether  someone 
speaks  English,"  says  Representative 
Glen  Maxey  (D-Tex.),  the  law's  sponsor. 

Whether  English-only  niles  unfairly 
discriminate  is  still  subject  to  debate. 
Insurers  argue  that  non-English  speak- 
ers could  sue  their  way  out  of  insiu'ance 
and  other  contracts  on  grounds  that 
they  don't  know  English.  "We're  sell- 
ing a  contract,  and  we  want  people  to 
understand  the  contract,"  says  Deborah 


A.  Beck,  Northwestern  Mutual's  senior 
vice-president  for  new  business. 

Some  companies  have  restricted  sales 
even  to  English-speaking  foreigners.  In 
1993,  Government  Employees  Insurance 
Co.  (GEico)  in  Chevy  Chase,  Md.,  ended 
its  practice  of  selling  insurance  only  to 
U.  S.  citizens  after  an  Australian  filed 
suit,  claiming  he  was  rejected  for  home- 
owners' insui'ance  in  1991.  The  case  was 
settled  under  confidential  terms  this 
June.  A  federal  court  of  appeals  m  Rich- 
mond, Va.,  had  held  in  the  same  case 
last  year  that  laws  baning  bias  in  pri- 


vate contracts  covered  noncitizens, 
GEICO  contends  that  auto  accident  r 
are  34%  higher  for  foreigners  than  1 
citizens.  "There  was  a  valid  busi  '^ 
reason  for  the  policy,"  says  geicc; 
tomey  Douglass  Ruff.  Now,  "rates  k 
to  go  up  for  everybody,"  he  gripes. 

Conflicts  between  imderwriting  • 
rogatives  and  evolving  social  mores  l.\ 
also  arisen  in  assessing  risks  affec 
women.  The  National  Association  oi 
surance  Commissioners  (naic)  is  w 
ing  on  model  state  legislation  to 
hibit  insm-ers  from  denying  coverag 


ium'mp 


1  DOCTOR  TRIES  HIS  HMD  AT  WNISnE-RLOWING 


Mi 


I ario  S.  Feliberty  had- 
n't been  at  Kemper 
Life  Insurance  Cos. 
for  long  before  he  began  to 
see  what  he  says  were 
troubling  practices  at  the 
Long  Grove  (111.)  company. 
As  its  medical  director 
from  1992  to  1994,  the  55- 
year-old  physician  helped 
underwriters  screen  appli- 
cants for  coverage.  Feliber- 
ty says  that  underwriters 
often  suggested  that  appli- 
cants with  Hispanic  or 
Asian  surnames  be  denied 
insurance  or  charged  high- 
er premiums. 

At  the  same  time,  Feli- 
berty says,  the  underwriters 
recommended  the  approval 
of  white  applicants  with  sim- 
ilar, often  routine  health  problems — 
such  as  fibrocystic  breast  conditions 
and  elevated  liver  counts.  "A  small 
group  of  underwriters  was  carrying 
out  practices  that  I  consider  very 
discriminatory,"  he  says.  "They  want- 
ed to  decline,  postpone,  or  delay 
these  applications,  and  I  didn't  see 
any  medical  basis  for  that." 
CIRCLED  WORDS.  Feliberty  says  he 
met  with  Chief  Executive  John  B. 
Scott  about  his  concerns  in  January, 
1993,  and  that  Scott  flatly  denied  the 
allegations.  To  boost  his  claims,  Fe- 
liberty gave  Scott  a  package  of  poli- 
cy applications  that  he  believed  illus- 
trated the  questionable  conduct. 


FELIBERTY:  Alleges  Kemper  unfairly  discriminates 


Among  Feliberty's  ammunition:  The 
words  "black  male"  were  boldly  cir- 
cled in  applications  from  African 
Americans.  Underwriters  ordered 
special  investigations  to  determine  if 
certain  Asian  customers  understood 
Enghsh.  Managers  instructed  em- 
ployees to  scrutinize  Vietnamese  ap- 
plicants more  closely  because  of  their 
supposed  higher  incidence  of  hepa- 
titis. And  Asian  Indians  were  flagged 
for  their  alleged  high  rate  of  dia- 
betes. Former  employees  confirmed 
that  their  managers  told  them  to  re- 
view applicants  of  certain  ethnicities 
more  carefully. 

Kemper  still  denies  Feliberty's 


claims.  "We  beheve  Kemper 
Life's  underwriting  practices 
fully  comply  with  all  the  law 
and  regulations,"  says  comps 
ny  spokesman  Ira  Nathansoi 
"Any  information  you  have 
received  which  indicates 
Kemper  Life  unfairly  discrin 
inates  is  wrong."  Indeed,  in- 
surance companies  often  say 
that  they  have  actuarial  stuc 
ies  shoviing  higher  rates  of 
disease  among  certain  populi 
tions.  And  as  long  as  the  in-| 
surance  companies  investigail' 
each  applicant's  health  condi- 
tions, they  assert  that  there 
is  nothing  v/rong  with  such 
generalizations. 
NO  INVESTIGATION.  As  for  F( 
hberty's  complaints,  the  Illi- 
nois Insurance  Dept.  has  de- 
clined to  investigate,  in  part  becauS' 
it  didn't  see  enough  jilted  Illinois  pc 
icy  applicants  in  the  mix  to  justify 
the  inquiry,  according  to  a  regulatoi 
Complicating  matters  is  a  battle 
that  Feliberty  is  waging  over  Kem- 
per Life's  alleged  failure  to  accomm 
date  his  carpal  tunnel  syndrome — a 
disability  that  developed  in  his 
wrists  while  at  Kemper.  In  March, 
1994,  Kemper  terminated  Feliberty 
position,  and  the  doctor  is  now  en- 
gaged in  a  disabilities-discriminatior 
lawsuit  against  the  company.  The 
company  declines  comment  on  Feli- 
berty's case. 

By  Catherine  Yang  in  Washingto 
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I  (sio  1.0  cuincs  irilh  over  IMOO 
predrawn  SmartSliapes  on  29  task-specijii  ati'ncils.  To 

create  diagrams,  just  drag  SinarlSluiiics  onto  ihe 
drawing  page,  connect,  add  text  and  mihi.  )ihi  re  done. 


Wlien  it  comes  to  clarifying  and  managing  your  organization, 

[)rocesses  and  information,  nothing  tloes  the  job  Hke  clear, 

concise  diagrams.  Problem  is,  creating  them  can  take  more 

time  and  patience  than  you  have  to  spare.  Until  now. 

INTRODUCING  VISK)  4.0~CREA'nNG  BUSINESS 
DIAGRAMS  IS  SO  EASY,  FTU.  BECOME  A  DAILY  ROUHNE. 

You  don't  have  to  l)e  a  creative  genius  to  be  hooked 

on  Visio  4.0.  Smart  new  wizards  and  even  smarter 

SmartShapes  make  creating  fhagi  ams  so  fast  and  easy 

it's  automatic.  Simply  start  a  wizard,  unport  your  data, 

and  select  formatting  options. 

In  seconds,  your  diagram 


Microsoft     Designed  foi 


appears  before  your  eyes  and  can  easily 
f   be  edited  and  shai  ed  company-wide. 
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OFFICE 
Compatible 


Microsoft" 
Windows'  95 


WARNING! 


DIAGRAMMING  WITH  NEW  VISIO  4.0 
CAN  BE  EXTREMELY  HABIT  FORMING. 


Visio  wizards  do  the  iiork  for  you.  Your 
organizational  charts  and  timelines  are  automatically 
generated  from  the  data  you  provide.  .And  the  Page  Layout 
Wizard  gives  you  a  head  start  on  all  your  diagrams. 


Visio  supports  the  new  Microsoft  Office  Binder,  offers 
a  user  interface  option  for  each  of  the  three  suites, 
and  supports  Lotus  Notes/FX.  Its  no  wonder 
corporations  are  standardizing  on  it. 


THE  ONLY  DIAGRAMMING  SOLUTION  YOU'LL 
WANT-OR  NEED-TO  USE. 

With  Visio  4.0,  a  few  mouse  clicks  is  all  it  takes  to  create 
flowcharts,  block  ihagi  ams,  organizational  charts,  timelines — you 
name  it.  In  fact,  you'll  find  no  (tther  diagramming  solution 
allows  you  to  do  so  much,  with  such  little  effort. 

NOTniNG  WORKS  BETrra  Wrm  THE  PROGRAMS  YOU  WORK  IN. 

Visio  4.0's  OLE  2.0  technology  and  Microsoft  Office  Binder 
support  let  you  seamlessly  integrate  smart  Visio  diagrams  into 
the  programs  you  use  every  day. 

Visio  4.0  also  comes  with  a  60-day  money-back  guarantee. 
Plus,  it's  designed  to  fully  exploit 
both  Wuidows  3.1  and  Windows  95 — 
all  in  one  box. To  order  Visio  4.0 
for  $149 — or  upgrade  for  $79 — 
contact  your  local  reseller  or 
call  800-24-VISIO  ext.  Y22  today. 
Then,  visit  us  on  the  web  at 
http://w\v^v.  visio.  com. 


Legal  Affairs 


victims  of  domestic  violence.  The  state 
regulators  say  they  can  document, 
through  confidential  complaints,  instanc- 
es where  insurers  have  turned  down 
applicants  with  histories  of  emergency- 
room  visits  for  injuries  symptomatic  of 
domestic  violence.  While  such  medical 
history  is  significant,  Utah  Insurance 
Commissioner  Robert  E.  Wilcox  says, 
"it's  not  politically  acceptable  today  to 
look  at  it." 


Similarly,  the  Texas  legislature  chal- 
lenged certain  medical  undei^writing  as- 
sumptions this  June  when  it  outlawed 
discrimination  by  health  insurers  of 
women  with  histories  of  fibrocystic 
breast  conditions.  Many  life-insurance 
companies  assign  higher  risk  to  such 
women.  But  health  experts  say  that 
there  is  httle  statistical  evidence  that 
this  common  condition  is  a  preciu'sor  to 
cancer.  The  industry  backed  the  bill  af- 


ter reaching  the  same  conclusion,  i 
Will  Davis,  a  lobbyist  for  Texas 
surance  fimis. 

Some  companies,  however,  have 
ready  dropped  many  of  these  seemi] 
faulty  assumptions  in  order  to  broa 
their  businesses.  New  York-based  I 
ropolitan  Life  Insurance  Co.  has  j 
after  ethnic  customers  since  1983 
hiiing  agents  fr"om  different  ethnic  b 
gi'ounds  and  wTiting  sales  literatur 
languages  such  as  Russian  and  Chin 
Ethnic  customers  now  make  up  25' 
MetLife's  business,  up  fi'om  5%  in  1 
says  William  Orton,  director  of  cl 
development. 

But  the  public  seems  less  tolei 
than  before  of  companies  that  still  fa 
race  or  ethnicity  into  sales.  "A  lo 
things  are  done  on  hunches,  gen 
understandings,  and  notions  built 
the  industry  that  nobody  questio 
says  William  H.  Lynch,  the  naacp  at 
ney  who  sued  American  Family,  "n 
bm'den  should  be  on  companies  to  s  ' 
the  business  necessity  for  a  practiv 
As  consumers  stait  tiuTiing  up  the  h. 
insurers  could  discover  that  dropjj, 
outdated  assumptions  can  be  a  booi|| 
both  sides.  i 
By  Catherine  Yang  in  WashiriM 


Fighting  Bias  In  Insurance 

As  ethnic  Americans  and  women  become  more  vocal  consumers,  insurers 
are  facing  some  heat  for  alleged  discriminatory  practices.  A  few  examples: 

MEDICAL  UNDERWRITING  In  June,  the  Texas  legislature  outlawed  bias  by 
health  insurers  against  women  with  fibrocystic  breast  conditions.  Many 
insurers  had  declined  applicants  on  the  basis  of  this  common  condition, 
which  doesn't  necessarily  indicate  cancer. 

ENGLISH  ONLY  In  May,  a  Korean-American  woman  sued  Northwestern 
Mutual  Life  for  discriminating  against  her  on  the  basis  of  national  origin 
when  it  declined  her  application  because  she  didn't  speak  English.  North- 
western has  since  ended  its  English-only  rule. 

DOMESTIC  VIOLENCE  After  a  wave  of  consumer  complaints,  the  National 
Association  of  Insurance  Commissioners  is  working  on  a  model  state  law  to 
prohibit  the  denial  of  insurance  to  victims  of  domestic  violence. 


Attractive,  Affordable,  Available: 
Ceco  Pre-Engineered  Buildings 

For  nearly  five  decades  we  have  specialized  in  providing  attractive  pre-engineered  buildings  with 
quality  metal  roofs,  all  at  predictable  prices  and  constmction  schedules.  We  aiie  Ceco  Building 
Systems,  recognized  nationally  by  many  of  the  Fortune  500  companies  and  available  locally  through 
authorized  Ceco  builders.  Dial  1-800474-CECO. 

pOTacopyof 

"The  Constnicticm  Guiddxx)k," 


give  us  a  call 


Ceco 

l-80a474qBOO 


Countless  business-to-business 


media  decisions  were  made 


ast  year.  This  is  for  those 


who  made  the  best. 


Business  Week  is  proud  to  be  the  sponsor  of  the  new  Business-to-Business  Media  Strategists  Awards. 
This  unique  program  honors  those  media  professionals  who  have  demonstrated  unsurpassed  excellence  in 
business-to-business  media  planning. 

A  panel  of  editors  from  Advertising  Age's  Business  Marketing  magazine  has  selected  the  top  25  business-to-business 
media  professionals  for  the  year.  The  criteria:  excellent  use  of  new  media,  creative  planning,  innovative  research  and 
measurement  techniques,  and  consistency  in  meeting  and  exceeding  client  objectives. 

As  Business  Week  delivers  more  decision  makers  than  any  other  business  magazine, 
we  appreciate  the  complexities  of  business-to-business 
marketing.  Congratulations  to  ^jj^efUSM^^^ 
all  of  this  year's  winners.  ^J|J^^ 


A  gala  awards  presentation,  ' 
hosted  by  Robert  Klein,  will  be  held 
in  Chicago  this  October  to  honor  the  winners. 
Be  a  part  of  the  festivities:  Call  (2 1 2)  2 1 0-0283 
to  reserve  your  spot! 
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TING  BOB 


Chrysler's  Eaton  tates  off  the  gloves  with  Kerkorian  &  Co. 


With  ChiTsler  Coip.'s  Gulfstream 
II  climbing  to  43,000  feet,  Rob- 
ert J.  Eaton  can  finally  sit  back 
and  relax.  He  loosens  his  tie, 
unbuttons  his  collai;  and  gi"abs  a  tur- 
key sandwich.  "I  think  it's  been  a  good 
day,"  he  says.  He's  heading  back  to  De- 
troit on  Oct.  3  from  New  York,  where 
he  has  just  delivered  the  most  impor- 
tant speech  of  his  life.  After  months  of 
holding  his  fii'e,  Cluysler's  chaiiTnan  had 
finally  unloaded  on  his  nemesis.  Las 
Vegas  billionaire  Kirk  Kerkorian,  in  an 
address  to  the  Council  of  Institutional 
Investors. 

Now,  as  he  settles  into  the  leather 
seat  of  the  company  jet,  Eaton,  55, 
breaks  into  a  rare  diatribe.  Kerkorian, 
he  rails,  isn't  fit  to  iim  Chrysler.  And 
Eaton  isn't  going  to  let  him.  Investors, 
he  says,  "don't  want  a  Las  Vegas  gam- 
bler nmning  Chrysler." 

It's  not  just  business  anymore:  Now 
it's  personal.  By  all  rights.  Bob  Eaton 
should  be  savoring  triumph.  Since  leap- 
ing from  General  Motore  Corp.  to  Chiys- 
ler  in  1992,  he  has  been  presiding  over 
the  most  successful  period  in  the  No.  3 
carmaker's  checkered  history.  Sales  are 
soaring,  profits  have  hit  a  record,  and 


market  share  is  on  the  mend.  But  in- 
stead of  reveling,  Eaton  is  fighting  for 
his  professional  life.  As  Kerkorian  pi'ess- 
es  his  campaign  for  conti'ol  of  Chiysler, 
he  and  his  aides  are  making  Eaton  and 
his  track  record,  management  style,  and 
strategic  vision  the  central  issue.  In 
conversations  vrith  reporters  and  vrith 
the  powerful  institutional  investors  who 
will  ultimately  decide  the  battle's  out- 
come, they  are  tarring  Eaton  as  a  man 
more  lucky  than  smart. 

The  fight  became  a  giiidge  match  af- 
ter Eaton  embaiTassed  his  largest  inves- 
tor by  quasliing  Kerkorian 's  $20.5  bUUon 
takeover  bid  last  spring.  Since  then, 
Kerkorian  has  hired  more  fii-epower:  a 
pi'oxy  solicitation  finn,  investment  bank- 
ers Wasserstein  Perella  &  Co.,  Washing- 
ton-based shareholder  activist  Ralph 
Whit  worth,  and  Jerome  B.  York,  the 
former  Chrysler  chief  financial  officer 


STEADFAST:    who  had  become 
Eaton  ace  cost-cuttei'.  Kerljj 

defends  his  an's  troops  are  mas| 
track  record    for  a  proxy  fight,  i 

  Far  from  giving  H 

ton  any  credit  for  Chrysler's  curi 
success,  Kerkorian  &  Co.  have  a  li  i 
of  complaints  about  him:  He's  a  bl  ' 
indecisive  manager.  He  has  failei* 
hammer  home  to  subordinates  the  it 
to  improve  Chrysler's  spotty  qus 
His  insistence  on  amassing  a  $7.5  bii- 
nest  egg  to  carry  the  auto  m;i 
through  the  next  recession  is  ridicuh- 
ly  overcautious,  as  is  his  reluctanc 
increase  the  company's  debt.  And 
has  been  way  too  timid  in  pushing  >' 
the  expanding  world  mai'kets  that  pi  i 
ise  the  greatest  future  gTov\4.h. 

The  ad  hominem  natiu'e  of  the  Ke^i' 
rian  camp's  escalating  campaign  it 
Eaton  in  an  uncomfortable  spot,  "ii 


Wye; 

m 


"If  they  thought  I  was  going  to  roll  ovi 
and  let  them  take  advantage  of  this  \ 
company,  they  misjudged  me" 


is-bred  engineer  is  an  almost  pain- 
unassuming  man  who  ritually 
;  the  pronoun  "I,"  preferring  to 
credit  with  his  management  team, 
as  been  mum  on  Kerkorian  and 
mely  mild  in  his  public  comments 
e  investor's  charges — until  now. 
ierkorian  has  absolutely  destroyed 
ompanies:  Columbia  Pictures  and 
JA,"  Eaton  says.  "It  would  be  a 
dy  to  let  him  and  his  group  do 

0  Chrysler.  If  they  thought  I  was 
to  roll  over  and  let  them  take  ad- 
ge  of  this  company,  they  absolute- 
sjudged  me." 

;on  is  vehement  in  defending  his 
gies  for  Chrysler.  That  big  cash 
fie  says,  is  essential  to  maintain 
;ler's  capital  spending  to  upgi'ade 
ies  and  develop  snazzy 
ehicles — and  keep  profits 
ig — when  the  inevitable 
um  comes.  The  cash  and 
■rong  balance  theet  are 
ecessaiy  to  finance  global 
sion.  In  a  reversal  of  his 
r  reluctance  to  establish 
ti  assembly  plants,  Eaton 
ays  that  he's  contemplat- 

half-dozon  deals  to  set 
ajor  new  operations  in 
places  as  China,  India, 
outh  America.  And  while 
ler's  quality  still  lags  be- 
Tiost  of  its  competitors', 

notes  that  he's  already 
ig  big  strides  to  better 
licle  quahty,  as  measured 
le  company's  warranty 
mproved  26%  dming  the 
hree  years. 

WOODEN.  In  many  ways, 

is  the  antithesis  of  his 
cessor,  Lee  A.  lacocca, 
/ashbuckling  ex-chamnan 
helping  Kerkorian  wage 
impaign.  While  lacocca 
for  a  time,  idolized  by 
street,  the  press,  and  the 
the  company's  board 
lany  in  his  management 
chafed  under  his  high- 
d  ways.  By  contrast,  Ea- 
omes  across  as  a  bit 
sn  in  pubHc,  contributing 

impression  that  he's  in- 
lal  and  bm-eaucratic.  But 
rs  know  a  different  Bob 
:  a  flexible,  forceful  man- 
who  is  willing  to  hsten 
earn.  They  describe  a 
with  formidable  people 
who  has  forged  a  con- 
is  gi-oup  of  brilliant  man- 
into  a  cohesive  team.  "I 
think  people  realize  that 

1  is  a  fantastic  leader," 
Ilhiysler  director  Joseph 
lifano  Jr.  "He  has  ener- 


gized the  talent  at  that  company  to  be- 
come more  than  the  sum  of  its  parts. 
His  style  is  just  right."  lacocca  declined 
to  be  interviewed  for  this  story. 

And  while  Eaton's  low-key  persona 
may  not  wow  Kerkorian  or  Wall  Street, 
a  swaggering  superstar  could  well  be 
the  last  thing  Chiysler  needs  right  now. 
To  his  boosters,  Eaton  represents  the 
new  breed  of  boss  at  the  Big  Three: 
the  pmdent  shepherd  of  corporate  re- 
soui'ces  for  long-term  prosperity.  If  he's 
a  little  bland,  that's  a  small  price  to  pay 
for  blunting  Detroit's  brutal  boom-bust 
cycles,  with  their  devastating  layoffs, 
plant  closings,  oceans  of  red  ink,  and 
suspended  dividends.  Even  big  inves- 
tors who  privately  call  Eaton  uninspir- 
ing ai'e  reassui'ed  by  his  steadying  influ- 
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ence  on  Chrysler,  which  has  had  two 
close  brushes  with  bankruptcy  in  20 
years.  "I'm  more  scared  of  inspiring 
CEOS,"  says  one  shareholder.  "I  just 
want  to  see  the  auto  companies  run 
profitably  in  a  very  boring  way." 

By  most  measui-es,  Eaton  is  the  right 
man  to  do  just  that.  He  kept  gm's  Eui-o- 
pean  tm-naroimd  on  coiu-se  with  a  raft  of 
new  models  and  stringent  cost-cutting 
disciphne.  When  he  ran  gm's  mammoth 
technical  staff,  he  had  to  mesh  the  com- 
pany's feuding  fiefdoms  of  designers  and 
engineers.  And  at  Chrysler,  Eaton  did 
something  that  many  thought  impossible: 
He  foiTned  a  sohd  alliance  with  Robert 
A.  Lutz,  Chrysler's  charismatic  presi- 
dent, who  never  hid  his  disappointment 
at  losing  out  on  the  top  job  when  lacoc- 
ca finally  retired.  Lutz  says  he 
quickly  felt  an  affinity  with  his 
new  boss:  "Finally,  I  had  a 
superior  here  I  could  respect." 
LINE  OF  DEFENSE.  Eaton's  fii-st 
line  of  defense  against  Kerko- 
rian is  just  how  well  Chiysler 
is  doing  these  days.  The  compa- 
ny is  riding  high:  Profits  last 
yeai-  hit  a  record  $3.7  billion  on 
sales  of  $52.2  bilhon.  The  car- 
maker's pension  ftind — .$4.4  bil- 
lion short  in  1991 — was  fully 
ftmded  for  the  fii"st  time  since 
the  1950s.  Those  two  accom- 
plishments prompted  Standard 
&  Poor's  to  give  Chrysler  its 
fii'st  A  credit  rating  since  1969 
and  remove  the  stigma  and 
higher  costs  of  the  junk-bond 
rating  that  Chrysler  carried 
less  than  two  years  ago.  "Look 
at  my  record,  and  compai-e  it  to 
Kerkorian's,  lacocca's,  and 
York's,"  Eaton  says.  "Chrysler 
has  produced  a  gi-eater  return 
on  investment  than  any  com- 
pany they've  ever  been  asso- 
ciated with." 

The  financial  rebound  is 
driven  by  some  of  the  most 
exciting  cars  and  tracks  com- 
ing out  of  Detroit.  While 
Chrysler's  hneup  suffers  from 
uneven  quality,  there's  no 
doubt  which  auto  maker  sets 
the  pace  for  stylish  design.  Ve- 
hicles such  as  the  Jeep  Grand 
Cherokee,  the  Dodge  Ram 
pickup  track,  the  lh  family  se- 
dans, the  Neon  small  car,  and 
the  minivans  have  boosted 
Chrysler's  share  of  U.  S.  light- 
vehicle  sales  2.5  points  since 
1990,  to  14.8%.  Thanks  to  ag- 
gressive cost-cutting  in  the 
early  1990s,  Chrysler  claims 
the  title  of  the  world's  lowest- 
cost  auto  producer. 

It's  trae  that  the  turnai'ound 
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was  well  under  way  before  Eaton  set 
foot  in  Chiysler's  Highland  Park  (Mich.) 
headquarters  in  March,  1992.  Lutz,  a 
charismatic  fonrier  Marine  fighter  pilot, 
was  the  one  who  revamped  Cluysler's 
engineering  ranks  into  nimble,  cross- 
functional  teams  that  designed  an  all- 
new  roster  of  cars  and  trucks  cheaply 
and  quickly.  And  it  was  York  who 
squeezed  $4  bilhon  out  of  Chrysler's  an- 
nual costs  before  leaving 
to  become  CFO  at  IBM  in 
1993.  "Eaton  was  prob- 
ably the  luckiest  busi- 
nessman in  America," 
says  one  fomier  Chiyslei' 
executive.  "He  walked 
into  a  situation  that  was 
about  perfect."  It's  a 
view  that  has  some  reso- 
nance among  Chrysler's 
institutional  shai-eholders. 
"If  Bob  Eaton  has  left 
his  stamp  on  Chrysler, 
I've  yet  to  see  it,"  giimi- 
bles  one.  "A  lot  of  inves- 
tors are  still  there  be- 
cause of  Bob  Lutz." 

Eaton  shaiply  contests 
the  view  that  he's  just 
the  happy  beneficiaiy  of  ;i 
rising  tide.  "When  I  came 
to  Chrysler,  it  did  not 
have  a  long-term  strate 


the  organization.  That's  a  hallmark  of 
the  auto  company  that  Eaton  considers 
the  world's  best,  Toyota  Motor  Corp. 
He  has  boiTowed  heavily  ft-om  the  Toy- 
ota handbook,  keeping  financing  cau- 
tious, aiming  for  constant  gains  in  qual- 
ity and  productivity,  and  giving 
employees  more  say  in  the  workplace. 

That  philosophy  isn't  so  far  from  the 
conservative  values  instilled  in  Eaton 


City  Daily  Traveler  for  35^  a  day.  ft 
two  years,  he  had  saved  $10  to  1; 
rattletrap  black  1932  Ford,  whicj 
promptly  took  apai't.  "I  wanted  to  \\ 
how  it  worked,  and  I  was  absoly. 
sure  that  I  could  make  it  better  * 
how,"  he  recalls.  Once  he  got  tli 
lopy  back  together,  Eaton  was  liigi; 
ing  down  back  roads  long  before  hi 
old  enough  for  a  driver's  license,  i 


VROOM!:  Eaton  at  1^ 
Celebrity  Challeng 


ROBERT  J.  EATOH 


The  paper  route 
other  jobs,  such  asL 
ing  packages  at  M 
tiomery  Ward,  prolL 
■ash  for  parts  to  r| 
the  series  of  old  carl 
motorbikes  Eatori 
(|uired  before  collJ 
15  cars  and  12  motl 
cles  in  all.  To  paj 
college,  Eaton  wd 
the  wheat  harvest! 
picked  strawberrieJ 
recruited  classiJ 
from  the  Universil 
Kansas  to  work 
Oregon    pea  can| 
where  he  became 
superintendent. 


was  fascinated  byl 

gy.  It  did  not  have  a  mis-     FEB.  13,  1940  Born  in  Buena  Vista,  Colo.    _  chineiy  and  process 

sion,"  he  says.  It  does    i963  Eamed"B"s^7nm'echanical  engineering Vt'univ^^^^^^  ^'^^  always  interesd 

now  he  adds-and  for              ■  -^^^^  q^,^  Chevrolet  Motor  Div.  as  trainee.  everythmg  wo| 

the  first  tmie,  he  s  wiiung   how  you  canned 


to  take  the  credit.  "Yes, 
I'm  the  guy  behind  it.  I'm 
the  guy  pushing  for  cultu- 
ral change."  Vice-Chair- 


1963-76  Promoted  through  a  series  of  jobs  on  Chevy  and  corpo- 
rate engineering  staffs.  Worked  briefly  for  John  DeLorean,  served 
as  chief  engineer  for  the  X-car. 


how  you  ran  a  con| 
or  a  Caterpillar," 
Stephen  Ross,  a 
school  classmate 


Thomas   G.    De-     ^^^_^_^A'^^^.':^i^L^J^3^'^^^^^^^    Kappa  Sigma  fi-ate 


man 

nomme  agi-ees:  "Before 
Bob,  we  had  never  tried 
to  fundamentally  change 
how  we  work  together. 
He  was  the  teacher  He 
was  the  catalyst." 


1979-82  Worked  for  GM's  Oldsmobile  Div.  as  assistant  chief  en- 
gineer, then  director  of  quality  and  reliability. 

1982-88  As  chief  of  GM's  advanced  engineering  staff,  led  techni- 
cal team  for  federal  X-car  recall  trial;  headed  technical  staffs. 

1988  Named  president  of  General  Motors  Europe. 


brother  who  now  v| 
as  an  insurance  ag« 
his  hometov/n. 

Eaton  married  hi| 
lege  sweetheart,  Cj 
Drake,  from  Burlinl 


Eaton's  aim  is  to  make  -    Kan.,  in  1964.  The  jl 


Chrysler  a  more  depend- 
able, predictable  place 
iim  by  a  cohesive  team 
of  managers.  He  vows  an 
end  to  Chrysler's  histo- 
ry of  crises  and  cliffliangers.  "Every 
previous  chairman  of  Chrysler  since 
Walter  P.  himself  has  had  the  opportu- 
nity to  make  history  by  presiding  over  a 
dramatic  Chiysler  turnaround,"  he  told 
the  Council  of  Institutional  Investors. 
"I  [want]  to  be  the  fii'st  chainnan  never 
to  lead  a  Chiysler  comeback." 

Hai'dly  flashy.  But  Eaton  likes  to  play 
the  Kansas  mechanic,  making  small  but 
continuous  improvements  throughout 


MARCH,  1992  Hired  by  Chrysler  as  Lee  lacocca's  successor, 
named  vice-chairman  and  chief  operating  officer. 


JANUARY,  1993  Became  Chrysler  chairman  and  chief  executive. 


during  his  boyhood  in  rnji'al  Arkansas 
City,  Kan.  His  father,  Eugene,  was  a 
br-akeman  and  conductor  for  the  Santa 
Fe  Railroad,  and  his  mother,  Mildred, 
I'an  a  beauty  shop  in  the  basement  of 
their  home.  "Bob  worked  for  absolutely 
everything  he  got,"  recalls  childhood 
friend  Bob  Foster,  who  now  runs  a  fui'- 
niture  store  there. 

Di'eaming  of  his  own  car — at  age  9 — 
Eaton  began  dehvering  the  Arkansas 


couple  moved  to  De 
whei-e  Eaton  had  | 
landed  a  job  as  an 
neering  trainee  at  I 
Chevr-olet  Div.  CcI 
taught  grade  school,  while  Bob 
working  his  way  up  gm's  engineJ 
ranks.  The  couple  raised  two  sons, 
now  23  and  a  marketing  man  ft 
and  Matthew,  21,  a  student  at  B(,T' 
University. 

Eaton's  career  quickly  moved*) 
high  gear-.  Just  2'A  years  out  of  colp? 
as  a  research  engineer-,  Eaton  wasiii 
poenaed  by  the  plaintiff  in  a  big  ci ' 
abiUty  case  against  gm  alleging  thataj 


roducing  SkyTei  2-Way  Paging. 

)nly  paging  system  with  Guaranteed  DelivetV,"  so 
e  always  sure  that  your  messages  arrive.  It  also 
'ou  reply  to  messages  directly  trom  your  pager, 
ir  pager  can't  do  that,  call  1-800-815-9538. 
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Chevrolet  Corvair  was  prone 
to  roll  over.  "I  was  on  the 
witness  stand  for  eight  days," 
Eaton  recalls  now.  "They  at- 
tacked anything  and  every- 
thing." GM  won  the  case. 

Eaton  moved  onto  the  gm 
fast  track  as  chief  engineer 
for  the  X-car,  gm's  first  front- 
wheel-drive  auto.  He  helped 
lead  the  effort,  during  the 
second  Arab  oil  embargo,  to 
i-ush  out  the  family  of  fuel-ef- 
ficient compact  cars,  which  in- 
cluded the  Chevy  Citation 
and  Buick  Skylark.  "It  was  a 
real  trailblazer,"  says  former 
gm  President  Lloyd  Reuss.  "It 
was  a  major  change  in  the 
way  the  American  auto  indus- 
try built  cars." 

GREAT  TIMING.  Not  everyone  was  so 
enthi-alled  with  the  X-cars.  Quality  was 
shoddy,  and  the  rear  brakes  tended  to 
lock  up.  By  1983,  the  Justice  Dept.  filed 
suit  to  force  gm  to  recall  1.1  million  of 
the  cars  for  the  alleged  brake  defect. 
Eaton  headed  the  technical  team,  devis- 
ing elaborate  tests  to  compare  the  X- 
car  with  hundreds  of  other  models  and 
rallying  a  group  of  engineers,  econo- 
mists, and  lawyers  to  keep  plugging 
away  through  a  30-month  legal  process. 
Once  again,  Eaton  held  his  own  on  the 
witness  stand,  while  demonstrating  the 
feistiness  he's  newly  displaying  in  his 
fight  with  Kerkorian.  Eaton  was  "a 
handful  to  cross-examine,  very  comba- 
tive. He  wouldn't  just  answer  your 
question — he  would  argue  with 
you,"  says  Larry  Moloney,  the  govern- 
ment's lead  prosecutor  on  the  case. 


1996  CARAVAN 
A  new  generation  of 
minivans  should 
help  Chrysler 
maintain  its  market- 
share  momentum 


YORK  Chrysler's  ex-( 


1 1 II-  Kerkorian 


1996  CIRRUS 
In  the  latest  J.D. 
Power  survey,  it  still 
ranks  in  the  bottom- 
fourth  among  all  cars 
sold  in  the  U.S. 


KERKORIAN  He's 
massing  troops 
for  a  proxy  fight 


"He  probably  hasn't  changed  much." 

gm  won  the  X-car  case  in  1987,  and 
Eaton  was  soon  off  to  Zurich  to  run 
the  company's  European  operations.  It 
was  another  case  of  gi'eat  timing.  He  ai- 
rived  just  as  the  financial  overhaul  and 
consolidation  of  gm's  Gemian  and  British 
units  was  beginning  to  click,  and  Eu- 
rope's economy  was  rebounding.  Eaton 
rode  the  wave  as  gm  Europe  contribut- 
ed $1.7  billion  to  the  company  coffers  in 
1991,  even  as  its  North  American  oper- 
ations were  losing  $7.9  billion. 

To  his  critics,  Eaton  was  sometimes 
slow  to  seize  new  opportunities.  He  in- 
itially resisted  subordinates'  urgings  to 
jump  into  Eastern  Europe  by  building  a 
GM  plant  at  Eisenach  in  the  former  East 
Germany.  He  finally  agi'eed — and  Eise- 
nach has  become  the  most  productive 
auto  plant  in  Em-ope,  according  to  a  re- 


cent independ 
study.  But  his  b 
at  the  time,  gm  (o 
John  F.  Smith  ,, 
disagrees  that  Eain 
was  overcautiot 
"He  was  very  b|? 
and  aggressive  p 
developing  our  pn 
for  eastern  Euro{" 
Smith  says. 

Eaton's  friends t 
gm  further  point  o 
his  speedy  acquisition  of  Saab  as  prf 
that  he  can  act  quickly  and  decisiv  e. 
Eaton  had  been  trying  to  buy  a  2'(, 
interest  in  Jaguar  PLC  when  Ford  Mcr 
Co.  swooped  in  with  a  $2.5  billion  i 
for  the  whole  company.  Instead  of  try ; 
to  outbid  Ford,  Eaton  cast  an  eyet 
Saab.  "He  immediately  saw  oppor 
nities  there  that  none  of  us  had  seen  - 
fore,"  says  Tom  Mason,  who  headed  i' 
Europe's  marketing  at  the  time.  li 
three-week  blitz,  Eaton  pulled  off  I 
surprise  $500  million  deal,  giving  GM! 
upscale  brand  to  sell  alongside  its  mi\ 
market  Opel  line  in  Europe.  | 
"BOXY  CARS."  Wlien  Chrysler  directj 
came  courting  Eaton,  the  move  ft-' 
gm  Europe  looked  like  a  leap  into  ] 
unknown.  "In  1992,  like  most  people 
the  industry,  when  I  thought  of  Chij 
ler,  I  thought  about  bankruptcy  a 
boxy  cars,"  Eaton  says.  But  when  tl 
showed  him  where  Chrysler  was  he! 
ing — the  stylish  new  cars  and  strea 
lined  organization — he  jumped.  1 
board  wanted  Eaton  because  they  w 
ready  for  a  change.  "We  wantec 
different  style,"  says  Director  Roben. 
Lanigan.  "Bob  is  a  modern-day  im  - 
ager. He  doesn't  need  a  round 'f 
applause  when  he  comes  to  w('< 
every  day." 

Nonetheless,  the   atmosphere  ' 
Chrysler's  fifth-floor  executive  offi 
in  Highland  Park  was  tense  when  1 
ton  an-ived  on  Mar.  16,  1992.  The  bo; 
had  agi'eed  to  let  lacocca  stay  on 
chainnan  until  the  end  of  the  year,  w 
Eaton  serving  as  vice-chairman  ui 
then.  That  did  little  to  mollify  lacoc 
who  was  bitter  that  the  directors 
forcing  him  to  retire.  If  anyone  was 
a  blacker  mood,  it  was  Lutz,  w 
fumed  about  being  passed  over.  1 
penchant  for  butting  heads  with  lac- 
ca  while  championing  daring  styl:; 
and  sporty  performance  had  cost  lH 
the  top  job.  And  Chrysler's  senior  ex- 
utives  wondered  openly  how  button- 
down  Bob  Eaton  would  fare  in  thf 
rough-and-tumble  environment.  S;- 
Vice-Chairman  Denomme:  "He  had 
officers  here  looking  at  each  otl 


OW  DID  SOMETHING  SO  LARGE  AND  HARD  TO  MOVE  GET  WHERE 
IT  IS  TODAY?  A  QUESTION  TO  ASK  YOUR  INSURANCE  COMPANY 


Sign  on  with  most  large  insurance  companies,  and  you  may  find  them  curiously  unresponsive.  But 
General  Accident  hisurance.  Before  you  ever  need  to  make  a  claim,  we'll  send  a  team  of  underwriters, 
is  specialists  and  loss  control  experts  to  examine  your  business.  To  make  suggestions  that  could  save 
noney  on  your  insurance.  Or  even  help  save  your  property. 

To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Agent  or 
us  a  call.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities.  An  A^  (Superior)  rating  from 


Best,  a  national  insurance  rating  service.  And  a  dedication 
'Iping  our  customers  that's  positively  carved  in  stone. 


GENERAL 

ACCIDENT 

INSURANCE 


1-800-606-423  3 


1  Extensa. 
drThe  Money 

:,  e/tensa 

e/tensa  450 


upgradeable  to  32MB 

•  Serial  infrared  port 

e/tensa  550 

•  Pentium  75MHz 

•  i  0.4"  Dual  Scan 
display 

•  8MB  RAM, 
upgradeable  to  40MB  ' 

•  Serial  infrared  port 

e/tensa  550CD 

•  Pentium  75MHz 

•  Integrated  CD-ROM 
and  16-bit  sound 

•  10.4"  Active  Matrix 
(TFT)  or  10.4"  Dual  • 
Scan  display 

•  8MB  RAM, 
upgradeable  to  40MB" 

•  Serial  infrared  port 


Weight:  5.0  lbs.  ■. 
DX4/75  processor 
10.4"  Dual  Scan  or 
?.4"  Active  Matrix 
^TFT)  display 
IMBRAM, 


Today,  the  pressure  is  on  you  to  do 
something  extraordinary.  To  squeeze  out 
more  productivity  than  ever  before  from  the 
same  24  hour  day. 

That's  why  we  made  Extensa',"  the  new 
hne  ot  affordable  portable  computers. 

The  new  TI  Extensa  450  is  the  most 
extraordinary  combination  of  light  weight, 
power,  and  affordability. 

The  new  TI  Extensa  550  gives  you  the 
power  of  a  Pentium®  proces- 
sor for  the  price  of  a  486. 

And  the  new  TI  Extensa 
550CD  multimedia  portable 
computer  gives  you  CD-ROM 
and  plenty  of  Pentium  technol- 
ogy to  enjoy  it.  In  fact,  at  its  price  the  only  thing 
this  powerhouse  doesn't  have  is  competition. 

So  now  you  can  start  working  faster, 
start  workmg  better,  start  expanding  your 
capabilities,  start  extending  the  power  of  a 
Pentium  processor,  start  using  multimedia 
and,  most  important  ol  all,  start  making  your 
money  work  harder. 

In  short,  you  can  start  doing  extraordi- 
nary things.  And  it  all  starts  with  a  phone  call. 
I-800-TI-TEXAS.  E-mail:  2ti@msg  .ti.com. 
Internet:  (www.ti.com). 

Texas 
Instruments 


J.  D.  Power  and  Associates 
Drives  Decisions 
with  the  SAS'  System 


Will  tlie  oars  im  the  drawing  hoard  lo*lay  iiu'el  coiisiuner  <leniaiids  of  tomorrow?  That''s  the 
tjiiestioii  facing  J.l).  Power  and  Associates.  The  answers  are  eoining  from  the  SAS  System. 


"We  product'  a  iii()iitlil\  loifcast  ol  car  and  Iruck 
sales  lor  ahoiit  300  dillcrciil  \cliiclcs."  savs  Jon  Rosenthal. 
Manafici  ol  Antoniotuf  Forecasting  lor  J. I).  Power  and 
.Associates.  "Facli  \clncle  is  forecasted  \a  month  lor  li\e 
years  lie\ond  the  cnrient  M-ar.  Kii;lit  now  Ftn  lorecastinj; 
throii.nli  the  \eai  2000." 

The  SAS  System  Fits  Our  Business 

■"The  S  \S  S\stf-ni  Is  the  hiel  behind  those  lore- 
casts. ..our  sotlvvare  ol  choice  lor  analvzinj^  sales,  economic, 
and  auto  iiiduslr\  data  and  llien  recoiling  what  we've  learned." 
iidds  Kosenlhal.  "Belore  the  SAS  System,  much  ol  the  lore- 
castini;  was  done  l)\  hand.  To  make  our  forecasts  credil)le.  we 
hail  to  have  a  credihie  system.  One  that  made  it  easy  to  huild 
a|)|)lications  and  put  them  to  work  across  our  com|)uling  t'livi- 
loiimeiits.  We've  got  minis.  Maes,  desktop  puhlishing,  and  a  lot 
of  spreadsliects.  The  SAS  Sy  stem  fits  llie  wa\  we  do  husiness." 

The  Hottoni  Line  is  Infininatiini 

Now  that  tlie  forecasting  model  is  up  and  runmng. 
Kosenlhal  and  liis  stall  are  using  the  SAS  System  to  liinid  an 
interactixe  database,  "'rhe  l'ovv<-r  Inlorination  Network  will 
allow  an  auto  dealer  or  mannlacliirer  to  go  online  and  get 
market  nilorniatioii.'  Kosenlhal  e\plains.  "W  hen  released. 


siihscrihers  will  Ije  able  to  select  Ironi  a  long  menu  of  reports 
and  data.  The  versatility  ol  the  SAS  System  is  cmcial  in 
developing  the  reports." 


■■'riie  bottom  line  is  this:  a|)plicaiions  are  being 
dexcloped  with  the  ,SAS  System  that  will  deliver  the  most 
up-to-date  inlorination  to  tliose  wlio  make  decisions  for  the 
automotive  industry,"  says  Rosenthal,  "ir  maiiulacturers  andB^'^''*' 
dealers  can  get  their  hands  on  aeeuiale  market  inlormation 
and  |)rediclions.  they  have  a  much  better  chance  ol  meeting 
customers'  needs  down  the  road.  ' 


To  i-»'cei\e  a  SAS  Systciii  Kxeciitiy  e  Siiiiimary,  ^ve  lis  a  call 
or  vi.sil  lis  on  llie  WopM  W  wle  Weh  al  liri|»://wwH.sas.<'ora 
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y,  'A  GM  guy?  You've  got  to  be 
ig-' " 

lui'ately  reading  the  mood,  Eaton 
irately  kept  a  low  profile  during 
ne  months  as  CEO-in-waiting.  He 
1  plants,  roamed  the  labs  at  the 
;ler  Technology  Center,  and  sat  in 
letings  more  as  observer  than  par- 
nt.  He  methodically  studied  the 
ization — to  the  point  of  walking  a 
budget  request  through  the  bu- 
^acy  to  see  how  the  process  could 
treamlined.  Above  all,  Eaton 
ed  how  Cbrysler  was  run — then 
lOut  to  change  it. 

ping  his  list  was  uniting  Cluysler's 
ig  camps.  Under  lacocca,  senior 
rers  from  marketing,  sales,  and  fi- 
were  often  pitted  against  the  engi- 
ig,  design,  and 
ical  staffs.  No 
r  what  the  bat- 
acocca  judged 
vinner.  Eaton 
ietermined  to 
e  that.  "How 
)U  going  to  get 
to  work  togeth- 
jet  the  best  so- 
3  when  they're 
ting?"  he  says. 
IS  horrible." 
;ead,  Eaton  be- 
;o  infuse  the 
my  with  the 
;ement  style  he 
'participatory." 
irted  with  a  se- 
f  sessions  with 
officials  at  thr 
as  Edison  Inn 
t  Huron,  about 
iles  north  of 
it.  The  "Port  LUTZ  in  his  jeT:  ' 

1  experience"   

d  at  the  lobby.  As  managers  ar- 
Eaton  and  Lutz  parked  their  cai's 
oted  their  luggage.  Dressed  in 
!  and  wearing  half-moon  reading 
s,  Eaton  led  give-and-take  ses- 
m  empowering  employees,  foster- 
lamwork,  setting  goals,  and  re- 
ig  achievers.  Graduates  later  ran 
IS  for  then-  subordinates.  The  cul- 
hock  was  enormous.  "In  the  old 
only  one  person  would  talk,"  says 
"Dissenting  voices  were  not  easi- 
3rated  and  could  be  considered 
ireer-enhancing." 

on  and  Lutz  quickly  formed  a 
-and  they  plan  to  stay  one.  De- 
praise  from  York,  Lutz  says  he 
nevei"  work  for  a  Kerkorian-con- 
Chrysler.  And  Chrysler's  board  is 
tted  to  keeping  Lutz  on  board  af- 
reaches  mandatory  retirement 


age  of  65  in  Febi-uary,  1997.  "Bob  Lutz 
makes  a  hell  of  a  contribution  to  this 
company,  and  I  intend  to  see  he  keeps 
doing  that,"  Eaton  says. 

Not  everyone  appreciated  the  new 
Eaton  i-egimen,  though.  "There  was  sort 
of  a  harshness  to  it,"  says  one  fonner 
Chrysler  official.  "The  feehng  was  you 
will  become  a  team  player,  and  the 
stragglers  will  be  shot."  Eaton  doesn't 
disagi'ee:  "If  people  can't  change,  then 
you're  going  to  have  to  get  some  new 
people." 

To  managers  who  embrace  his  em- 
phasis on  teamwork,  Eaton  is  collabo- 
rative and  flexible.  Instead  of  leaving 
top  executives  to  speculate  on  what  goes 
on  in  Chiysler's  sacrosanct  boardroom, 
Eaton  briefs  them  afteTO^ai-d.  Anfl  unlike 


A  lot  of  investors  are  still  there  because  of  Bob  Lut 


lacocca,  Eaton  suggests  changes  rather 
than  oi'ders  them.  Manufacturing  chief 
Dennis  Pawley  recalls  how  Eaton  pro- 
posed reducing  automation  in  a  plant's 
body  shop  but  defen-ed  to  Pawley's  rea- 
soning that  extensive  manual  welding 
could  hurt  quality  levels.  Says  Pawley: 
"Bob  never  second-guesses  you." 
STRATEGIC  ROADMAP.  Eaton  is  willing 
to  heed  dissenting  voices  on  even  the 
most  sensitive  decisions.  Earlier  this 
year,  for  example,  Chrysler  was  be- 
sieged with  lawsuits  from  accidents  in 
which  the  rear  gate  latches  of  minivans 
flew  open  in  collisions,  ejecting  passen- 
gers. Federal  regulators  were  threat- 
ening a  recall,  and  tabloid  TV  was  trash- 
ing the  image  of  the  quintessential 
family  vehicle. 

Eaton  attacked  the  problem  the  same 
way  he  did  the  X-car  case  at  General 


Motors.  After  poring  over  minivan 
crash-test  data,  the  latch's  design  spec- 
ifications, and  the  accident  rates  of  com- 
parative vehicles,  both  he  and  Lutz 
came  to  the  same  conclusion:  The  latch- 
es were  safe,  and  Chiysler  should  fight 
back.  The  rest  of  Chrysler's  top  brass 
opposed  the  idea.  They  ai-gued  that  dur- 
ing the  inevitably  long  battle  to  prove 
the  latch's  safety,  Chrysler's  reputation 
could  be  iiTepai'ably  banned  by  the  pub- 
licity. In  March,  Eaton  agi-eed  to  re- 
place the  latches  on  4  million  minivans 
at  a  cost  of  $115  million. 

Eaton  rarely  strays  from  his  overall 
strategic  roadmap  for  Chiysler,  though. 
He  steadfastly  refuses  to  consider  any 
acquisition  that  would  diversify  Chiysler 
beyond  autos — such  as  lacocca's  acquisi- 
tion of  Gulfstream 
Aerospace  Corp.  In- 
stead, Eaton's  plan  is 
to  funnel  Chrysler's 
record  profits  into 
new  equipment  for 
its  aged  plants.  And 
he  has  earmarked 
s:i3  billion  for  devel- 
1  )ing  new  vehicles  in 
III.'  next  five  years. 

And  when  it 
romes  to  how  much 
money  the  auto  mak- 
er needs  to  weather 
the  next  recession, 
Eaton  is  hokUng  fii-m. 
Foi-  Jerry  York, 
Eaton's  reluctance 
to  pump  some  of 
Cluysler's  $6.9  billion 
cash  hoard  into  big- 
ger dividends  or  a 
stock  buyback  pro- 
gi-am  is  evidence  that 
Eaton  is  too  cautious. 
"They're  saying  they  are  betting  on  a 
bone-cmshing  recession  in  combination 
with  Chiysler  becoming  noninvestment 
grade,"  York  scoffs.  "But  it's  not  1990 
anymore." 

Eaton  won't  budge.  And  when  he 
makes  up  his  mind,  even  his  closest  as- 
sociates admit  he  can  be  mighty  stub- 
bom.  "Bob  Eaton  knows  exactly  what 
he  wants,"  says  Lutz.  "This  guy  is  not  a 
wimp."  Indeed,  Eaton's  belated  flashes 
of  temper  belie  that  famous  mild  man- 
ner and  reveal  his  combative  streak. 
"The  meek  may  inherit  the  earth,  but 
they  don't  go  far  in  business,"  he  says. 
Eaton  has  gone  far — and  he's  making 
it  clear  that  he  intends  to  wage  a  fierce 
fight  to  stay  there. 

By  Bill  Vlasic  and  Kathleen  Kenuin, 
with  Keith  Naughton  and  David 
Woodruff,  in  Detroit 
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SWEATSHOPS 


LOOK  WHO'S 
SWEATING  NOW 

How  Robert  Reich  is  turning  up  the  heat  on  retailers 


After  federal  agents  raided  an  El 
Monte  (Calif.)  sweatshop  last  Au- 
gust that  had  enslaved  72  Thai 
iminigTants,  Labor  Secretaiy  Rob- 
ert B.  Reich  wasted  no  time.  He  ran 
straight  to  the  media  with  the  names  of 
several  large  retailers  whose  names  had 
been  found  on  boxes  in  the  dingy  shop. 
Angi-y  and  embarrassed,  Sears,  Mont- 
gomery Ward,  and  Dayton  Hudson 
agi-eed  to  meet  Reich  in  New  York  in 
mid-September  to  discuss  ways  to  com- 
bat the  use  of  sweatshops.  Even  though 
the  chains  aren't  Uable  if  they  unknow- 
ingly sell  illegally  made  goods,  they 
promised  to  adopt  a  statement  of  pnnci- 
ples  calling  on  their 
suppliers  to  adhere  to 
federal  laboi'  laws.  Re- 
tailers fervently  hoped 
that  this  would  end  the 
pubhc-relations  debacle 
and  get  that  pesky  Re- 
ich off  their  backs. 

No  such  luck.  In  re- 
cent weeks,  Reich  has 
drawn  up  plans  for  a 
media  blitz  against  re- 
tailei's.  His  aim:  to  get 
stores  to  crack  down  on 
sweatshops  bv  policing 
the  20,000  tiny  U.S. 
garment  makers  that 
supply  the  half  of  the 
country's  clothing  that 
isn't  imported.  He  fired 
the  latest  broadside 
during  an  Oct.  2  ap- 
pearance on  The  Phil 
Donahue  Show,  where 
he  showed  a  videotape 
of  the  Thai  workers 
who  had  been  held  be- 
hind barbed  wire  and 
paid  less  than  $1  an 
hour.  The  largely  blue- 
collar  audience  cheered 
when  one  of  them  said: 
"Nobody  can  live  on 
even  $4  and  change  an 
hour.  We're  all  being 
exploited." 


Reich  isn't  stopping  there.  He's  plan- 
ning more  sweatshop  raids  and  promis- 
es to  name  more  stores  that  sell  sweat- 
shop-made goods  in  a  full-scale 
campaign  beginning  the  week  after 
Thanksgiving.  That's  the  start  of  the 
four-week  Christmas  buying  season, 
when  stores  rake  in  20%  of 
their  annual  sales.  Although 
it's  unclear  just  how  re- 
sponsive consumers  will  be, 
"Reich  could  hurt  the  in- 
dustry," warns  Robert  C. 
Blattberg,  director  of  the 
Center  for  Retail  Manage- 
ment at  Northwestern  Uni- 


BULLY  PULPIT 

Reich  is  calling 
for  retailers  to 
mount  their  own 
random  checks  of 
subcontractors 


SWEATSHOPS  ARE 
WIDESPREAD... 

A  SNAPSHOT  OF  THE  INDUSTRY 

BASED  ON  A  1994  RANDOM  CHECK  Of 
69  CALIFORNIA  GARMENT  MAKERS 

HEALTH  AND  SAFETY  VIOLATIONS 


IMPROPER  PAYROLL  RECORDS 


...YET  INSPECTORS 
ARE  SCARCE 


NUMBER  OF  LABOR  DERI 
INSPECTORS  FOR  AU  WAGE 
HOUR  LAW  VIOLATIONS 


LESS  THAN  MINIMUM  WAGE  PAID 


versify.  Even  "a  small  perceiage 
change  in  sales  can  mean  a  big  cljige 
in  profits." 

There's  not  much  doubt  that:: 
ment  sweatshops,  once  considei' 
turn-of-the-century  problem,  hav 
surfaced  in  a  big  way  under  the  • 
sures  of  a  global  economy.  It's  ] 
because  of  the  way  the  apparel  i 
try  works.  At  the  top,  large  ret 
sell  clothes  to  the  public  and  ik-ui 
prices  with  large  manufacture  is 
manufacturers,  from  Guess  .iea 
Ralph  Lauren,  design  garment.\ 
rely  on  some  20,000  subcontractc; 
sew  the  clothes.  While  the  ind 
employs  800,000  people  in  the 
most  shops  are  tiny,  with  5  to  50  ■ 
ers,  and  they  go  in  and  out  uf 
ness  at  the  drop  of  a  pin.  Tlii-  ^ 
force:  mostly  female  immigrants 
Latin  America  and  Asi; 
earn  an  average  of  ST. 
hour — ^just  over  the  ti 
poverty  level. 

The  apparel  industr 
been  under  fierce  pre 
fi'om  imports  in  the  \x 
years,  largely  becausi 
work  is  so  labor-inteii 
The  competition  has 
down  wages  in  tlie 
and  fostered  the  spre 
sweatshops.  A  19811  r- 
by  the  General  Accou . 
Office  found  that  some" 
thirds  of  the  7,000  eai 
shops  in  New  York 
wei'e  sweatshops.  Lastt 
a  Labor  Dept.  spot  cht  ; 
69  garment  shops  in  Si 
em  CalifoiTiia  found  a 
ning  93%  had  healtl 
safety  violations  (ch. 
BUYING  POWER.  The  J 
Dept.  has  had  a  tough ' 
keeping  up.  Cutbacks  i' 
Presidents  Reagan  and 
slashed  the  numbei  nf 
tigators  to  816  fi'oni  I 
1989.  And  congi-essiom 
publicans'  current  bu?c 
cutting  efforts  have  tar't' 
an  additional  12%  redi. 
for  investigators,  who  lU 
poHce  all  6.5  milhon  enio 
ers  covered  by  federal  b 
laws. 

Now  Reich  wants  tl 
tail  industry  to  take  u 
enforcement  slack.  Laste 
he  mounted  a  series  of  i 
against  gamient  mamif 
ers,  invoking  a  little-ust 
year-old  law  to  hold  th  < 
able   for  their  supfl 
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Nowthe  hardest  thing 
iboutshippinq  is  mastering  the  complexities 

of  the  double  (lid. 


Introducing'  FedEx  Skip™ 

tke  revolutionary  new  desk- 
top skipping  software  from 
'edEx.  Now  witk  FedEx  Skip,  you  can  kandle 
irtually  any  aspect  of  skipping  a  package  witk 
ist  a  few  ckcks  of  your  mouse. 


Using  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skipping 
lakels  and  prints  tkem  on 
your  own  laser 
printer.  Maintains  a  tlala 
kase  of  your  customers.  Sckedules  pickups, 
tracks  and  confirms  deliveiy  oi  your  packages. 
All  faster  and  easier  tkan  ever  kefore.  Witkout  so 
muck  as  picking  up  tke  pkone.  FedEx  Skip. 
Once  you  get  tke  doukle  click  down,  it's  a 
wkole  new  way  of  skipping  packages.  For  a 
free  copy  of  FedEx  Skip  software  for  Windows'  ' 
or  Macintosk,  just  call  1-800-GO-FEDEX*  or 
lownload  at  kttp;//www.fedex.com. 


Federal  Express 

Our  Most  Important  Package  Is  Yours.* 


JUST    POINT,  CLICK   AND  SHIP. 


Express  LV,T>or,l,.„,     Wnjuws  ,.  ,  taJf.iurt  of  Mitrosoh  Corp     Macmtosli  is  a  regiskml  Ira.li-marL- ol  Appit  Compulc-r.  Inc     TDD  1  J30C)-.!38-146  1 . 
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Sarajevo,  Olympics 


Sarajevo,  Battleground 


Every  day  in  our  world,  new  threats,  new  chal- 
lenges, new  missions  emerge.  The  people  of 
the  Central  Intelligence  Agency  are  dedicated 
to  meeting  the  missions  of  the  day.  providing 
information  and  resources  that  aid  decision 
makers  in  solving  the  problems  and  responding 
to  issues  that  affect  us  all. 

You  can  play  an  integral  role  in  our  mission, 
while  advancing  your  own  career. 

The  Central  Intelligence  Agency  is  currently 
seeking  professional  men  and  women  who  will 
be  comfortable  living  and  working  abroad.  These 
positions  entail  extended  overseas  assignments 
in  various  parts  of  the  world  Previous  service 
in  long-term  foreign  assignments,  in  either 
business  or  government  positions,  is  a  definite 
advantage. 

Changing  international  economic,  political  and 
social  conditions  make  a  broad  range  of  profes- 
sional backgrounds  suitable  tor  these  positions. 
Your  experience  may  be  in  economics,  finance, 
marketing,  or  general  business  Scientific  or 
technical  experience  in  engineering  disciplines, 
physical  sciences,  biological  sciences,  or  any 
area  of  high  technology  research  and  develop- 
ment IS  of  particular  interest 

These  overseas  positions  require  more  than 
appropriate  professional  experience.  Success- 
ful candidates  must  also  demonstrate  a  high 
degree  of  individual  initiative,  self  reliance,  and 
personal  integrity  Naturally  the  ability  to  speak 
or  learn  a  foreign  language  is  expected  along 
with  above  average  communications  skills,  both 
oral  and  written  A  Bachelor  s  degree  is  a  mini- 
mum requirement  Advanced  degree  or  military 
service  is  a  plus 

All  applicants  must  successfully  complete  a 
thorough  medical  and  psychiatric  exam,  a  poly- 
graph interview,  and  an  extensive  background 
investigation  U  S  citizenship,  or  eligibility  for 
citizenship,  is  required  CIA  encourages  appli- 
cations from  men  and  women  of  every  racial 
and  ethnic  background,  from  all  parts  of  the 
nation-we  represent  America  and  we  want  to 
be  representative  of  America 

We  will  respond  within  30  days  if  your  applica- 
tion IS  evaluated  as  being  of  interest. 

Central  Intelligence  Agency 

Dept  25CV 

PO  Box  12002 

Arlington.  VA  22209-8727 

Fax:  703-482-7395 

CIA  IS  an  equal  opportunity  employer 


Meet  the  Challenge  of  a  Changing  World 


The  Workplace 


illegal  actions.  The  law  doesn't  cover  re- 
tailers, however. 

So  the  Labor  Seci-etary  is  turning  to 
public  pressui'e.  His  goal  is  to  get  retail- 
ers to  use  their  immense  bujing  power 
to  make  sui'e  that  subcontractors  com- 
ply with  labor  laws.  Mainly,  he  wants 
them  to  mount  spot  checks  of  their  own. 
Retailers  should  hii'e  inspectors  to  visit 
shops  randomly  and  without  warning, 
he  says.  "We  need  to  enhst  retailers 
as  adjunct  policemen,"  says  Reich.  "At 
a  time  w'hen  business  says  to  govern- 
ment, 'Get  off  our  back.  We  can  do  it 
ourselves,'  we're  giving  them  the 
opportunity." 

The  retailers  say  such  demands  are 
unfair.  The  logistics  would  be  enormous. 


I 


Retailers  also  argue  that  their  ('n- 
tracts  don't  say  anything  about  -ot 
checks.  "We  don't  have  the  legal  u- 
thority  or  the  manpower  to  do  thi,'' 
says  Ti'acy  Mullin,  director  of  the  ^- 
tional  Retail  Federation,  a  trade  grip. 
"The  Labor  Dept.  is  trying  to  get  ur. 
do  their  work  for  them." 
LEVERAGE.  Reich  retorts  that  retai  = 
are  just  ducking  the  issue.  They  car, 
ford  to  hire  a  few  inspectors  with  U 
law  exjDertise,  he  says.  The  giant  eon;^ 
nies  also  have  plenty  of  leveragio 
force  both  manufactui-ers  and  minus'lf 
shops  to  accept  new  contracts  allov. 
random  spot  checks.  And  while  the 
may  be  daunting,  any  added  enfoe- 
ment  is  better  than  doing  nothing  as 


Montgomeiy  Ward 


for  one  thing.  A  large 
partment    store  such 


as 

Sears,  Roebuck  &  Co.  has 
up  to  10.000  direct  suppliers, 
w'hich  in  turn  fami  work  out 
to  even  more  subcontractors. 
Nor  do  stores  have  the  ex- 
pertise to  detect  violations 
in  the  government's  "very 
complex"  wage  and  hour  law^s,  says  the 
general  counsel  at  one  large  retailer. 
"We  can  go  into  a  location,  but  that 
doesn't  mean  we  would  know  w-hat 
we're  looking  for,"  he  says. 

Just  making  the  connections  between 
suppher  and  retailer  isn't  always  easy. 
Sears  and  Menyn's,  a  division  of  Minne- 
apolis-based Dayton  Hudson  Corp., 
which  were  identified  as  receiving  goods 
from  the  El  Monte  shop,  still  haven't 
been  able  to  confinn  the  charge  after 
two  months  of  investigating.  Montgom- 
ei-y  Ward  did  confimn  a  connection  and 
has  filed  a  federal  lawsuit  against  its 
supplier,  New  Boys  Inc.,  which  subcon- 
tracted with  El  Monte. 


P.  R.  PROBLEM 

Montgomeiy  Ward 


was  among  the 
big  retail  chains 
embarrassed  by 
ties  to  slave  labor 


the  Labor  Dfpi.'.-  resouf: 
dwindle. 

Still,  it's  possible  that  .e- 
ich's  campaign  won't  nve 
price-conscious  consum'?. 
says  Northwestern  mar  ' 
ing  professor  Mohan 
Sawhney.  After  all,  u:o: 
campaigns  against  coira 
nies  that  make  sweatshop  goods  ire 
and  abroad  have  had  relatively  Ivle 
impact. 

But  image-sensitive  retailers  ay*.^^^ 
not  want  to  run  the  risk.  They're  if-' '  '" 
fering  through  a  fourth  tough  yegof 
lackluster  apparel  sales  and  ne(  a 
home  inin  at  yeai'end.  "We  didn't  ki>v" 
isn't  much  of  a  rallying  cry,  conci^es 
Robert  L.  Mettler,  Sears'  preside:  of 
apparel,  who  wants  fellow  retailei  to-iaen 
find  ways  to  address  the  issue.  Reiili 
ers  aren't  directly  responsible  o"; 
sweatshops.  But  if  Reich  has  his 
they'll  have  a  lot  more  responsibilil  ii 
the  future. 

By  Susan  Cha  ndler  in  CM9' 


A  Company  Wanted  Its  Truckers  To  Drive  Safely. 


omputer  analysis  told  us  a  small  truck  fleet  was  having  big  trouble  backing  up.  We  saw  too  many  dents, 


and  scratches.  They  saw  too  many  expenses.  So  Liberty  Mutual  recommended  a  safety  plan— including 

)ecision  Driving^"^  seminars  We  Suggested  They  Drive  Backwards. 

nd  a  mirror  check  station  to  help  the  drivers  back  up.  Today,  ac-cidents  are  down  and  the  truck  fleet  has 
a  big  dent  in  their  expenses.  To  see  solutions  for  your  loss  prevention  problems,  see  Liberty  Mutual. 


'a^r  <  LIBERTY 
m^^-     s  MUTUAL 

S:^"^^  ■    1*'*^''  Liberty  Muiual  Group 
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REAL  ESTATE 


BIG  TROUBLE 
IN  THE  BIG  EASY 

Developer  Chris  Hemmeter  makes  a  bad  bet  on  riverboat  gambling  in  New  Orleans 


It  was  quick,  slick, 
and  quintessential 
Chins  Hemmeter.  In 
the  fall  of  1991, 
Daniel  P.  Robinowitz,  a 
Dallas-based  developer 
and  New  Orleans  gam- 
bling maven,  was  set  to 
sign  a  deal  with  Mii-age 
Resorts  Inc.  to  build  a 
casino  if,  and  when,  one 
was  approved  in  New 
Orleans.  On  the  eve  of 
the  signing,  Hemmeter, 
eager  to  get  a  foothold 
in  the  nascent  Louisi- 
ana gaming  market, 
swooped  into  Dallas 
aboard  his  private  jet 
to  make  Robinowitz  a 
generous  counteroffer. 
Within  hours,  Christo- 
pher B.  Hemmeter  was 
in  and  Mirage  was  out. 

At  the  time,  it 
seemed  like  a  major 
coup  for  the  55-year-old 
Hemmeter,  a  flamboy- 
ant but  soft-spoken  de- 
velopei-  of  luxiuy  resort 
hotels.  He  had  amassed 
a  $200  million-plus  for- 
tune  building  Disney-style  megaresorts 
in  Hawaii  in  the  1970s  and  1980s.  By 
1991,  he  had  concluded  that  the  Big 
Easy  would  be  the  next  gi-eat  gambling 
haven.  Anned  with  Robinowitz'  political 
contacts  and  $140  miUion  in  junk-bond  fi- 
nancing, he  launched  his  $223  million 
River  City  casino  project  last  March. 
BETTING  THE  RANCH.  But  just  nine 
weeks  later,  the  project  ran  out  of  mon- 
ey, and  shortly  afterward  creditors 
threw  it  into  bankruptcy.  In  August, 
Hemmeter  was  forced  out  as  chief  ex- 
ecutive of  Denver-based  Hemmeter  En- 
terprises Inc.  and  Resort  Income  In- 
vestors, a  publicly  traded  real  estate 
investment  trust.  He  now  faces  investor 
lawsuits  alleging  financial  irregularities. 
"I  have  to  go  back  to  the  beginning  and 
start  over  again,"  he  says  with  a  sigh. 


tlttf 


STARTING  OVER:  Hemmeter  plans  to  bank  again  on 


How  did  Hemmeter,  who  had  ex- 
pected his  New  Orleans  project  to  be  a 
slam  dunk,  manage  to  blow  it?  Hem- 
meter dismisses  the  debacle  as  nothing 
more  than  his  overly  optimistic  outlook 
foi'  the  New  Orleans  gambling  mai'ket,  a 
mistake  which  he  insists  was  shared  by 
many  developers  and  investors,  includ- 
ing his  own.  "Everyone  misread  the 
market,"  says  Timothy  Ryan,  dean  of 
the  business  school  at  the  University 
of  New  Orleans. 

But  others  who  know  Hemmeter  well 
say  he  should  bear  much  of  the  blame. 
Hemmeter,  they  say,  is  a  stubborn,  im- 
practical man  with  grand  visions  but 
modest  managerial  and  financial  savvy. 
Yet  he  seemed  bent  on  making  each 
new  project  more  grandiose  than  the 
previous  one.  Apparently  convinced  that 


he  couldn't  lose.  In: 
meter  bet  the  ranv 
some  $180  million 
the  New  Orleans  ai- 
ket.  And  by  the 
he   arrived  then 
1992,  Diane  J.  PI  M 
his  financial  and  oj   ,  j 
tions  manager, 
])layed  a  key  role  i  jfjjj 
ventures.  ! 

Although  Hemn)  fflel 
in  growing  up  S(   ,  . 
times   lived   ham  ™ 
mouth,  pragmatism 
nevei-  one  of  his  st 
suits.  His  five  Haw  ifs 
resoit  hotels,  whici 
began  building  in 
included  such  lavisl 
tures  as  waterfalls] 
dolphins  in  swimi|; 
pools.  Each  project/ai 
more  opulent  than  !" 
last.  Hemmeter  anJi 
investors  then  soldui 
reaping  huge  profiti 
His  fortunes  b 
turning  in  the 
1990s.  One  cause 
Diane  Plotts's  n 

 ment  in  1991,  tb 

she  remained  on  the  board  of  du'ei 
"To  a  gi-eat  degree,  she  was  respoi 
for  Hemmeter's  success,"  says  Rob(' 
Fishman,  a  former  executive  with  Is 
meter's  aviation  subsidiary  and  o 
managing  director  of  the  city  of  j)! 
olulu.  "She  was  a  CEO-type  indivila 
which  complemented  Chris,  who  ' 
the  visionary.  She  had  a  sixth  si 
about  how  to  make  deals  work,  vii 
allowed  Hemmeter  to  be  creative.' 
DOOMED.  After  a  few  efforts  to  la^)t 
additional  resorts  failed,  Hemn'te 
tumed  to  gambling.  In  1992,  he  opif 
two  casinos  in  Colorado.  But  before  i> 
were  running  profitably,  Hemntt 
moved  on  to  New  Orleans.  He  wa.'i( 
alone.  Big  players  like  Han-ah's,  Hoi 
and  Bally's  also  eyed  the  Big  Iis; 
Hemmeter  originally  planned  to  )il 
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jarning  the  prestigious  Business 
nology  Association  Award  as  1995 
sr/Eax  Manufacturer  of  the  Year  was 


Reliability  has 
its  rewards^ 


=3TA 


Business 

Technology 

Association 


:  an  honor  The  award  was  given  to 
r  our  commitment  to  service  and 
ndability.  It  means  the  investment  in 
irch  and  development  to  build  the 
,  reliable 
irs  and  fax 
lines  is  paying  off.  And  that  should 
1  something  to  you. 
r  businesses  around  the  world,  it 
res  that  Toshiba  copiers  and  fax 
lines  have  no  rival  when  it  comes  to 
rmance,  production  and  reliability  on 
ly  basis. 


ard  Winning  Reliahilily 

'  Toshiba  6550  copier  and 
TF  651  fax  machine 
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And  when  it  comes  to  comparing  price 
with  performance,  our  5540/6550  copiers 
are  winning  praises  of  their 
own.  Buyers  Laboratory,  Inc. 
named  them  the  most  out- 
standing high-volume  copier 
values  of  1995. 

To  see  how  rewarding  Toshiba  reliability 
is,  call  (800)  GO-TOSHIBA.  And  put  a 
proven  winner  to  work  in  your  business. 


In  Touch  with  Tomorrow 

TOSHIBA 

COPIERS  ♦  FAX 


Finance 


a  mega  land-based  casino.  But  even  with 
Robinowitz'  help,  Hemmeter  lost  that 
project  to  HaiTah's,  settling  for  a  one- 
third  interest. 

Still  convinced  he  would  hit  the  moth- 
er lode,  he  snagged  a  license  in  1993  to 
operate  a  riverboat  casino.  His  Hem- 
meter Enterprises'  subsidiary,  Grand 
Palais  Riverboat,  and  a  subsidiary  of 
Atlantic  City-based  Capital  Gaming  In- 
ternational Inc.  formed  a  50-50  joint 
venture  to  operate  a  two-boat  casino 
complex,  called  River  ""i^^^^^^" 
City,  near  downtovvm 
New  Orleans. 


projected  revenues.  After  racking  up 
$8  milHon  in  operating  losses  in  the 
first  nine  weeks,  the  partners  were  left 
with  little  choice  but  to  "shut  it  down 
immediately,"  he  says.  The  sudden  clo- 
sure in  June  left  hundreds  of  creditors 
holding  $30  million  in  unpaid  bills.  Hem- 
meter now  calls  the  project  a  "disas- 
trous mistake,"  though  he  asserts  that 
other  gaming  ventures  made  similar 
mistakes. 

When  it  failed,  Hemmeter's  world 


the  $15  milhon  lent  to  him  person^. 

Resort  Income's  problems  spawid 
at  least  three  lawsuits  by  shareholdij, 
who  have  watched  their  stock  tuire 
from  a  high  of  10  in  eai'ly  June  to  un  r 
2  recently.  In  one,  shareholders  alle 
that  Resort  Income  officers  and  dii;- 
tors  breached  their  fiduciary  duties  M 
wasted  the  company's  assets  by  allow,j 
Resort  Income  to  effectively  serves 
"Hemmeter's  bank."  In  1994,  Resort  .i- 
come  paid  Hemmeter-controlled  RII  .1- 
— ■  visors  $517,500  fof.s 


In  December  1993, 
Hemmeter  Entei-pris- 
es  sold  $140  million 
worth  of  junk  bonds 
underwritten  by  Sa- 
lomon Brothers  Inc. 
to  finance  its  half  of 
the  project.  The  pro- 
jected cash  flow 
would  not  only  fund 
the  junk  but  pay  off 
debt  on  its  two  Col- 
orado casinos.  By 
now,  Hemmeter  had 
accumulated  more 
than  $200  million  in 
new  debt,  some  of  it 
personally  guaranteed 
by  him. 

But  River  City 
was  probably  doomed 
from  the  start.  For 
one  thing,  it  was  lo- 
cated beyond  walking 
distance  from  most  of 


The  Rise  and  Fall  of  Chris  Hemmeter  r^^l^^l 


1976  Develops 
1,260-room  Hyatt  Re- 
gency Waikiki,  the 
first  of  five  resorts  he 
would  build  in 
Hawaii. 

1984  Nets  $188  mil- 
lion on  sale  of  Hyatt 
Regency  Waikiki  and 
Hyatt  Regency  Maui. 

1988  Develops  1,244- 
room,  $360  million 
Hyatt  Regency  Waiko- 
loa  resort  on  the  Big 
Island  of  Hawaii,  fea- 
turing small  boats  to 
transport  guests,  who 
swim  in  a  pool  with 
dolphins.  Hemmeter 
and  investors  later 
sell  out,  taking  big 
profits. 


1990  Leaves  Hawaii 
seeking  to  develop 
more  than  a  dozen  re- 
sort projects  world- 
wide. But  projects 
never  materialize. 

1992  Opens  two  casi- 
nos in  Colorado.  Be- 
gins plans  for  a  $1 
billion  casino  project 
in  New  Orleans. 

1993  Loses  bid  to 
build  New  Orleans  ca- 
sino, but  snags  one- 
third  ownership  stake. 
Wins  license  to  oper- 
ate gambling  river- 
boat. 

1995  Opens  elab- 
orate River  City  casi- 
no complex,  but  runs 
out  of  money  and 


shuts  it  down  in  June 
— nine  weeks  after 
opening;  Hemmeter 
unit  thrust  into  bank- 
ruptcy in  July  by 
creditors.  In  August, 
Hemmeter  removed 
as  CEO  of  two  of  his 
companies  after  they 
rack  up  big  losses. 
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the  city's  hotels.  And 
it  was  in  a  seedy  part  of  town  with 
warehouses,  manufactuiing  plants,  and 
a  low-income  housing  project.  Hemme- 
ter, whose  company  built  the  project, 
pressed  ahead  with  characteristic  flour- 
ishes, such  as  the  creation  of  a  mythical 
Louisiana  river  town  in  the  casino  boat 
terminal  and  $250,000  faux  oak  trees. 
Within  months,  costs  ballooned  from 
$196.3  million  to  $223  million,  creating  a 
cash  crunch  from  the  start.  "If  they 
had  been  on  budget,  they  might  be 
around  today,"  says  analyst  Larry 
Klatzkin  of  Donaldson,  Lufkin  &  Jen- 
rette  Securities  Corp.  "But  they  didn't 
have  any  money  left  for  day-to-day 
operations." 

When  the  two  riverboats  finally  be- 
gan operating  in  late  Marx-h  and  early 
April,  they  faced  fierce  competition  in  a 
saturated  market  that  has  failed  to  at- 
tract large  numbers  of  gamblers,  who 
tend  to  prefer  Vegas  and  Atlantic  City. 
According  to  Hemmeter,  River  City 
was  taking  in  only  about  one-third  of 


came  tumbling  down.  "Hemme- 
ter was  so  highly  leveraged  that 
all  that  was  needed  was  to  push 
that  first  domino  over,"  says 
Randy  Havre,  a  Honolulu-based 
investment  analyst  who  has  fol- 
lowed  Hemmeter  closely  for  years. 

Other  dominoes  are  also  falling.  Hem- 
meter Enterprises  is  on  the  verge  of 
joining  its  Grand  Palais  Riverboat  sub- 
sidiary in  banki'uptcy  court.  Hemmeter 
has  been  foi'ced  to  tm-n  over  Hemmeter 
Enterprises,  which  had  sales  of  $45.5 
million  and  losses  of  $32.8  million  in 
1994,  to  bondholders,  who  wOl  receive  at 
least  a  90%  ownership  stake. 
"HEMMETER'S  BANK."  Resort  Income  In- 
vestors, which  Hemmeter  began  in  1988 
to  raise  cash  for  developments,  is  liqui- 
dating. That's  because  its  entire  $36.6 
million  loan  portfolio  is  tied  to  Hemme- 
ter's New  Orleans  gaming  ventures, 
Hemmeter  personally,  or  other  compa- 
nies affiliated  with  him.  He  has  said  he 
wouldn't  be  able  to  repay  the  bulk  of 


OUT  OF  STEAM:  The  idled 
Grand  Palais  riverboat 


proving  extension^)f 
loans  to  various  Hu- 
meter  affiliates.  Hiii- 
meter  denies  !e 
allegations.  Resort  i- 
come  declined  o 
comment. 

In  July,  Robinovz, 
who  parted  comp:y 
with  Hemmeter  n 
March,  1994,  suedis 
foi'mer  partner  id 
one  of  his  eoiri- 
nies  for  allegey 
failing  to  pay  18 
million  in  cons 
ing  fees.  Roh 
ov.itz — who  !0 
has  ownersp 
stakes  in  Hd- 
meter  Enterps- 
es  and  H(i-i 
meter's  N* 
Orleans  casio 
ventures — nw 
says  getting  i- 
volved  with  Hi- 
meter  was  "ie 
biggest  mistif 
and  the  worst  li-, 
cision  of  my  If' 
because  his  Jii 


vestments  are  virtually  worthless  npi 
Hemmeter  admits  he  owes  Robino\ii 
money,  but  says  the  dispute  is  over 
amount. 

Hemmeter  vows  eventually  to  refjl 
Resort  Income  investors  with  prccs 
from  a  $100  million  luxuiy  resort  h? 
complex  he  plans  to  develop  on  f 
Caribbean  island  of  St.  Maarten.  1*1 
project,  he  says,  will  mark  his  retunx 
resort  hotel  development.  "I  don't 
see  us  pursuing  gaming  opportunip 
any  longer.  We  created  the  [luxury]?' 
sort.  We  think  we  know  sometl:|f 
about  it,"  he  says.  Too  bad  it  too:< 
grueling  four  years  in  the  casino  bjiJ 
ness  for  Hemmeter  to  realize  that.  | 

By  StepMnie  Aiiderson  Forest  in^. 
Air,  Calif.  \ 
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veryone 


thinks  Unisys 


is  just  a  computer 
company 


Everyone's  wrong. 


BANKERS 


In  just-released  court  paper;, 
Procter  &  Gamble  lays 
out  racketeering  charges 
against  Bankers  Trust.  The 
key  evidence:  Some  6,500 
tape  recordings 


I 


BUSINESS  WE  El 

was  barred  by\Si^'^> 
court  order  fni 

publishing  eaik  "ute 
versions  of  tm, 

story.  An  acco\  ifN 

of  the  legal  hcti  ^m. 

to  remove  the  ?  iplnje 


restraint  begin 
on  page  lU.  '■ 


!  'rocter  &  Ga  m  hh  through 
discovery,  obtained  6,500  tape 
recordings,  as  well  as  300,000 
pages  of  documents  from 
Bankers  Trust.  Tfie  material 
concerned  nine  Bankers 
Trust  clients  who  lost  money 
dealing  with  the  bank.  From 
this  evidence,  F&G  is  alleging 
that  Bankers  Tr^nst: 


t's  Nov.  2,  1993,  and  two  employ- 
ees of  Bankers  Tnist  Co.  are  dis- 
cussing a  leveraged  derivative 
deal  the  bank  had  recently  sold  to 
Procter  &  Gamble  Co.  "They 
would  never  know.  They  would 
never  be  able  to  know  how  much  mon- 
ey was  taken  out  of  that,"  says  one 
employee,  referring  to  the  huge  profits 
the  bank  stood  to  make  on  the  transac- 
tion. "Never,  no  way,  no  way,"  replies 
her  colleague.  "That's  the  beauty  of  Bankers  Trust." 

That  dialogue  was  automatically  picked  up  by  a  Baie 
Ti'ust  recording  system — similar  to  those  at  other  fim  i 
institutions — that  routinely  tapes  conversations  invoi! 
transactions,  mainly  to  settle  disputes  over  trades, 
part  of  a  mountain  of  evidence — 6,500  tapes,  as  we 
300,000  pages  of  written  material — that  forms  the  basis i! 
major  legal  assault  by  p&g  against  the  bank.  P&G  coniK 
that  the  1993  conversation  is  just  one  of  many  shoii 
that  Bankers  Trust  deliberately  misled  and  deceived  s 
keeping  the  company  in  the  dark  about  key  aspects  otl 
derivatives  the  bank  was  selling. 

•  Engaged  in  a  pervasive  pat-  risks  of  the  products  it  sold!  j 
tern  of  fraud  spanning  a  num-  V Refused  to  share  its  secr^ ! 
ber  of  years  and  involving  pricing  models  and  other  pt-' 
numerous  victims       _       _  prietary  devices 

•  Induced  customers  to  pur-  •  Caused  customers  who  h' 
chase  complex  derivative  deals  suffered  losses  to  engage  ir 
that  produced  high  profits  for 
the  bank  and  often  big  losses 
for  many  of  its  clients 

•  Misrepresented  to  clients 
the  pricing,  current  value  and 


ever  more  complex  transactiii|  '"f,^.* 
that  were  supposed  to  recoup 
losses  but  that  often  brougM 
on  even  more  problems 

DATA:  BUSINESS  WEEK,  COURT  FILINGS 


[RUST 

;e  one  of  the  most  powerful,  profitable,  and  aggressive 
in  the  world,  Bankers  Trust  has  been  humbled  over 
ist  18  months  by  a  series  of  debacles  in  its  coi-e  deriv- 
;  business,  with  numerous  clients  of  the  bank  sustain- 
rge  losses,  p&g  took  a  $102  million  aftertax  charge  for 
on  Bankers'  derivatives,  perhaps  the  largest  of  any  of 
stomers.  Several  other  clients  have  also  sued  the  bank 
3ses.  And  the  Secuinties  &  Exchange  Commission,  the 
lodity  Futures  Ti'ading  Commission,  and  the 
■al  Reserve  Bank  of  New  York  have  all  inves- 
d  Bankers'  derivatives  sales  practices  and 
nanded  or  censured  the  bank, 
icter  &  Gamble's  fight  with  Bankers  Tinst  is 
aking  a  new  and  far  more  ominous  tm-n  for 
ink.  On  Sept.  1,  p&g  filed  a  motion  with  the 
District  Court  in  the  Western  Division  of 
)uthem  District  of  Ohio  to  add  Rico  (rack- 
-influenced  and  corrupt  organization) 
es  to  its  Hst  of  allegations  against  the 
York  bank  and  its  affiliate,  bt  Securities 
Supporting  documents,  which  contain 
reus  excerpts  of  conversations  by  the 
5  employees,  were  sealed  until  Oct.  3. 
e  same  day,  district  court  judge  John 
ns  approved  the  p&g  rico  motion, 
ne  portions  of  the  tapes,  mainly  con- 
g  Gibson  Greetings,  a  Bankers  Tioist 
,  became  public  last  year.  But  the 
released  portions,  some  of  which 
otentially  incriminating,  are  much 
extensive.  They  focus  on  eight 
;rs  customers  besides  p&g.  The  al- 
losses  of  three  of  them — Sandoz, 
,  and  Jefferson  Smui-fit — had  not 
Dreviously  detailed.  Other  alleged  victims  in 
nended  complaint  are  Gibson  Greetings,  Equity  Grouj) 
igs,  Adimitra  Rayapratama,  Air  Products  &  Chemi- 
nd  Federal  Paper  Board  (table,  page  111). 
KMAIL"  P&G  uses  evidence  of  alleged  wi'ongdoing  against 
clients  to  buttress  the  racketeering  charges,  which  re- 
a  showing  of  broad,  systemic  fraud.  Asserts  the  P&(;  fil- 
[t  is  now  apparent  that  Defendants'  treatment  of  P&G 
ot  an  isolated  incident  or  a  'garden-variety  fraud,'  but 
part  of  a  pattern  of  mail,  wire,  and  securities  fi-aud 
ng  a  number  of  years  and  involving  multiple  victims." 
I  400-page  fifing  opposing  p&g's  claims,  Bankers  says 
plainly  has  proposed  adding  civil  Rico  claims  at  this 
ate  for  their  in  terror-em  effect;  laymen  would  call  it 
lail."  The  bank  says  fuither  that  "The  real  impetus  for 
charges  is  p&g's  hope  that  legitimate  criticism  of  deci- 
3y  p&g's  senior  management  and  Ti-easury  Dept.  staff 
!  lost  at  trial  in  a  sea  of  accusations  about  customers 
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other  than  P&G,  and  that  Bankers  Tiust  can  be  vilified  by  the 
sheer  number  of  p&g's  accusations."  In  a  statement  released 
after  p&c's  documents  were  unsealed,  Bankers  said  that 
"What  P&G  has  done  is  to  use  material  we  provided  to  man- 
ufacture a  distorted 
view  of  transactions, 
markets,  individuals, 
and  the  corporation  in 
a  manner  designed  to  serve  its  own  objectives  and  to  obscm-e 
p&g's  own  accountability."  BW  attempted  to  solicit  comments 
ft'om  Bankers  Ti'ust's  directors,  but  they  either  refused,  re- 
ferred calls  to  the  bank,  or  could  not  be  reached. 

P&G  provides  a  detailed  case  for  its  side.  To  substantiate  its 
claim  that  a  "culture  of  gTeed  and  duplicity"  was  an  ele- 
ment of  the  general  chmate  in  parts  of  Bankers'  derivatives 
business,  p&g  cites  a  videotaped  training  session  for  new 
employees.  At  the  session,  a  bank  employee  tells  his  charges 
that,  in  a  hyjoothetical  derivative  transaction  among  Sony,  IBM, 
and  Bankers  Trust,  "what  Bankers  Trust  can  do  for-  Sony  and 
IBM  is  get  in  the  middle  and  rip  them  off — take  a  httle  mon- 
ey." The  employee  then  adds:  "Let  me  take  that  back.  I  just 
realized  that  I'm  being  filmed."  A  Banker's  spokesman  played 
six  minutes  of  the  videotape  of  the  session  for-  BW,  which  the 
bank  says  lends  support  to  the  bank's  contention  that  the  em- 
ployee's comment  was  "a  very  poor  attempt  at  humor,  but 
nothing  more,"  in  an  "other-wise  dull  pr'esentation"  and  that 
the  comment  was  taken  out  of  context. 

Accor'ding  to  p&g:  "Fr-aud  was  so  per-vasive  and  institution- 
alized that  Banker's  Tr*ust  employees  used  the  acronym 
'rof' — short  for-  r-ip-off  factor;  to  describe  one  method  of 
fleecing  clients."  An  internal  document  about  a  proposed 


derivative  for  Feder-al  Paper  Board  allegedly  says  that  Ini{ 
er-s  would  make  $1.6  million  on  the  deal,  including  a  "7  [asis 
pointj  rip-off  factor"  In  a  different  instance,  two  Bankersim- 
ployees  are  discussing  a  client's  loss  on  a  trade.  Onefier 
tells  the  other:  "Pad  the  number  a  little  bit."  p&g  quote  a 
other  Banker's  Trust  employee  saying  to  a  colleague:  "¥v 
business,  you  know?  Lur'e  people  into  that  cahn  and  thei 
totally  f —  'em." 

In  responding  to  conversations  by  Bankers  Tr-ust 
ployees  quoted  in  this  stor-y,  a  bank  spokesman  says 
"the  stupid  and  cr-ude  comments  between  Bankers 
employees  on  these  tapes  were  the  basis  for  our  discip] 
actions  against  these  individuals  last  year."  A  number 
employees  quoted  in  the  documents  have  left  Bankers, 
disciplined,  or  been  reassigned. 

UPPING  THE  ANTE.  John  E.  Pepper,  p&g's  new  CEO,  wi 
comment  on  the  Bankers  situation.  But  the  rackete 
char-ge  shows  he  is  maintaining  the  company's  well-know 
gr'essive  legal  posture.  A  p&g  spokeswoman  says:  "\ 
r'eviewed  hundreds  of  recorded  telephone  conversation 
thousands  of  documents  through  discover-y  and  believ 
RICO  claim  was  appr'opriate.  We  plan  to  pr-oceed  wit 
case."  The  company  fur'ther  claims  that  it  expects  to 
er  additional  evidence. 

In  its  filings,  P&G  details  thr'ee  primary  schemes  Ba 
allegedly  used  to  deft'aud  its  clients.  It  says  the  bank  1 
ulently  induced  clients  to  buy  complex  derivatives,  mi 
resented  the  contracts'  value,  and  then  induced  cliei 
buy  additional  complex  derivatives,  either  for  furthe 
leged  gains"  or  to  stanch  losses.  It  quotes  one  bank( 
scribing  a  client's  portfoho  as  being  in  total  disan'ay:  " 


THE  FLOODWATERS  ARE  RISING 
AROUND  BANKERS  TRUST 


Charles  S.  Sanford  Jr.  seemed  up- 
beat and  jocular  as  he  spoke  to 
the  standing-r'oom-only  crowd  on 
a  sunny  September  Frnday.  The  chair- 
man of  Bankers  Tr-ust  was  addressing 
a  conference  on  "Women  on  Wall 
Street"  sponsor-ed  by  a  women's  net- 
work at  Banker-s  Tr-ust.  After  he  told 
the  members  of  his  audience  that  he 
was  supportive  of  their  effor-ts,  he 
warned  them  that  he  might  "come 
back  for  the  politics  and  power  sec- 
tion." Amid  the  laughter,  Sanfor-d  add- 
ed: "I  need  some  coaching." 

Unfor'tunately,  Sanford  and  Bankers 
may  need  a  lot  more  than  that.  The 
bank  is  still  reeling  from  the  after- 
shocks of  the  huge  derivatives  losses 
suffered  by  many  of  its  chents,  a  num- 
ber of  whom  have  stopped  doing  busi- 
ness with  the  bank.  One  derivative  ex- 
pert says  he  is  aware  of  half-a-dozen 
companies  that  have  lost  money  on 
Banker-s'  derivatives  but  that  have  not 
been  identified.  In  a  biennial  poll  of  de- 
rivatives users  by  Tr-easury  &  Risk 
Management  magazine,  which  ranked 
banks  on  the  quality  of  service  they 
provide  in  the  derivatives  market, 


Bankers  dropped  from  first  in  1993  to 
fifth  in  1995. 

Bankers'  derivatives  business,  which 
generated  42%  of  1994  earnings,  lost 
$171  million  in  the  first  half  of  the 
year.  Sources  close  to  Bankers  say  the 
bank's  other  businesses,  such  as  pri- 
vate banking  and  asset  management, 
are  also  suffering  as  chents  have 
become  increasingly  wary  of  doing 
business  with  a  bank  with  Bankers' 
problems. 

PROGRESS?  A  Bankers  spokesman  re- 
sponds that  "after  our  first-quarter 
losses  we  feel  we've  made  strong, 
steady  progress  towar-d  a  return  to  a 
competitive  financial  performance."  But 
most  analysts  expect  overall  earnings 
to  be  only  mediocre  for  a  major  bank, 
15%  return  on  equity  or  less.  Says  Ra- 
phael Soifer  of  Br-own  Brothers  Harri- 
man:  "This  raises  the  long-ter-m  ques- 
tion about  wher-e  Bankers  Tr-ust  goes." 
That  level  of  performance  is  below  the 
returns  being  gener-ated  by  other  mon- 
ey-center banks,  even  those  concen- 
trated in  businesses  less  volatile  than 
Bankers'. 

Whether  or  not  Bankers  can  contin- 


ue as  an  independent  compa:'? 
to  be  seen.  Investment  bankrs 
shopped  the  bank  ar-ound,  alat 
out  Bankers'  bidding.  One  sfW^^fg 
to  the  bank  says  the  bank's  ^^i^^ 
an  emergency  meeting  in  mi^pi^j^ 
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P&G  has . . .  manufacture  [  d  ]  a  distorted  view 
ransactions,  markets,  individuals,  and  the 
poration ...  to  serve  its  own  objectives  and 
)bscure  P&G's  own  accountability  "91 


lANKERS  TRUST  PRESS  RELEASE 

;omes  out  in  the  press,  it  is  the  most  insane  mess  of 
ig  I've  ever,  ever  seen... they  just  kept  trying  to 
them  out  of  losses ..  .Everything  they  put  in  [the 
s  account]  lost." 

!  new  charges,  which  claim  $195.5  million  in  damages, 
prove  extremely  embarrassing  to  the  bank — or  worse, 
ompany  found  guilty  of  civil  Rico  chai-ges  must  pay  tre- 
images  and  plaintiffs'  legal  costs.  Such  an  outcome 
push  Bankers  to  settle  the  suit  regardless  of  its  culpa- 
"It  ups  the  ante,"  says  attorney  Robert  Plotkin  of 
Hastings,  Janofsky  &  Walker  in  Washington.  In  addition, 
■  could  become  imsettled  by  the  appeai'ance  of  a  comipt 
s,  and  senior  management  could  come  under  even  more 
ire. 

I'h  of  the  dispute  between  Bankers  Trust  and  its  cUents 
uffered  losses  may  depend  on  whether  the  cHents  were 
'  naive  and  should  have  known  what  they  were  getting 
r  whether  Bankers  Trust  deliberately  deceived  them, 
jongly  argues  the  latter. 


On  Jan.  20,  1993,  p&g  had  no  ink- . 
ling  that  its  relationship  with  Bank- 
ers would  ever  deteriorate  so  badly. 
That's  when  it  set  up  a  broad  agi-ee- 
ment  with  the  bank  for  derivatives 
contracts.  One  goal  was  to  lower  the 
rate  at  which  p&g  would  borrow 
money.  Derivatives  are  contracts  in 
which  companies  make  payments  to 
each  other  tied  to  some  underlying 
asset.  The  value  of  the  payments — 
and  thus  the  contract — is  derived 
from  those  assets.  Besides  lowering  financing  costs,  buyers 
may  use  derivatives  to  manage  risk  or  speculate  on  interest 
and  currency  rates. 

P&G  seemed  to  be  an  active  and  sophisticated  player  in  the 
financial  markets:  It  had  $5  billion  in  long-term  debt  outstand- 
ing, and  it  carefully  managed  its  financing  costs.  In  court 
filings.  Bankers  describes  p&g  as  "sophisticated,  experienced, 
and  knowledgeable  about  the  use  of  interest-rate  derivative 
contracts  and  the  risks  presented  by  those  contracts."  The 
bank  adds:  "Although  p&g  would  like  this  court  to  believe  that 
it  is  a  naive  and  unsophisticated  user  of  derivatives  transac- 
tions, the  fact  is  that  as  part  of  its  regular  coui'se  of  business 
and  with  authorization  from  top  management . . .  p&g's  Treas- 
ury Department  managed  a  large  and  sophisticated  portfolio 
of  derivative  transactions."  p&g,  the  bank  says,  was  a  jjaily  to 
derivatives  tied  to  assets  with  a  value  of  more  than  $6  bilhon 
as  of  June,  1993. 

In  its  memorandum  opposing  p&g's  motion,  Bankers  pre- 
sents documents,  including  handwritten  notes  apparently  by 


s  to  discuss  an  acquisition 
•s  declined  comment, 
k  is  still  under  regulatory 
part  of  Bankers'  settlement 
s  &  Exchange  Commission 
)dity  Futures  Ti-ading  Com- 


CHAIRMAN 
SANFORD:  He 

plans  to  retire  by 
next  summer 

mission  charges 
regarding  its  de- 
rivatives sales 
practices.  Derrick 
Cephas,  a  former 
New  York  State 
Banking  Commis- 
sioner and  a  part- 
ner at  the  law  firm 
of  Cadwalader, 
Wickersham  & 
Taft,  and  Benjamin 
R.  Civiletti,  a  for- 
mer U.  S.  Attorney 
General  and  a 
partner  at  Balti- 
more's Venable, 
Baetjer,  Howard  & 
Civiletti,  are  audit- 
ing the  financial 
institution's  opera- 
tions. Their  report 
will  likely  be  re- 
leased before  the 
end  of  the  year. 

All  the  turmoil  represents  a  stun- 
ning comedown  for  Sanford,  long  re- 
garded as  one  of  the  brightest  and 
most  visionary  bankers  in  the  country. 
Sanford,  however,  will  not  be  around 


to  see  much  of  the  uncertainty  re- 
solved, having  somewhat  abruptly  an- 
nounced plans  to  retire  next  summer 
at  the  age  of  60.  Many  sources  close  to 
the  bank  felt  that  President  Eugene  B. 
Shanks  Jr.  would  get  the  top  job,  de- 
spite the  fact  that  he  was  instrumental 
in  building  up  the  bank's  derivatives 
business. 

RUMORS.  On  Sept.  21,  though,  the  bank 
hired  Frank  N.  Newman,  former  Dep- 
uty Ti'easury  Secretary,  to  be  a  senior 
vice-chairman  and  du'ector.  That  has 
led  many  Bankers  observers  to  wager 
that  the  succession  question  has  been 
resolved.  One  rumor  has  Newman  tak- 
ing the  reins  and  the  bank  establishing 
a  co-presidency  of  the  bank  shared  by 
Yves  de  Balmann,  co-head  of  global  in- 
vestment banking,  and  Kelly  Doherty, 
head  of  proprietary  trading.  Bankers 
Trust  says  that  its  board  "has  stated 
that  it  is  in  the  process  of  identifying 
a  successor  to  Sanford.  That  process 
continues." 

Bankers  Ti'ust  is  a  long  way  from 
the  days  when  it  dominated  the  mar- 
ket for  complex  derivatives.  Sanford 
might  wish  that  seminars  on  power 
and  pohtics  would  be  all  that  it  takes 
to  turn  the  bank  around.  What  Bank- 
ers Trust  really  needs,  though,  is  to 
live  up  to  its  name. 

By  Kelley  Hollmid,  with  Phillip  L. 
Zweig,  in  New  York 
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Edwin  Artzt,  p&g's  chief  executive  officer  at  the  time,  that 
suggest  the  Cincinnati  company  was  knowingly  stepping  up 
the  riskiness  of  its  financing  activities  when  it  entered  into  the 
disputed  transactions  with  Bankers.  P&G  says  the  note  does 

  not   apply   to  debt 

management  or  to  the 
transactions  in  the 
Htigation. 

On  Nov.  2,  1993,  p&g  agreed  to  an  offer  from  Bankers 
Trust  to  buy  a  leveraged  derivative  product.  Leveraged  deriv- 
atives are  a  particularly  complex  type  of  derivative,  and 
their  value  can  fluctuate  to  an  even  greater  degree  than  ordi- 
nary, plain-vanilla  derivatives.  The  contract  called  for  p&g  to 
make  variable-rate  payments  to  Bankers,  with  the  rate  to  be 
set  over  the  next  several  months. 

It  is  not  clear  whether  p&g  knew  what  the  cost  of  getting 
out  of  the  contract  might  be,  and  p&g  has  since  acknowledged 
that  its  internal  procedures  were  not  followed  when  it  agreed 
to  this  derivative.  The  company  also  ultimately  reassigned  two 
employees  involved  with  the  derivatives,  and  its  treasurer, 
Raymond  D.  Mains,  who  later  elected  to  retire  early.  Mains 
dechned  to  comment.  But  at  the  time,  the  company  beheved 
it  might  get  interest  costs  below  what  they  would  have  been 
otherwise. 

The  derivative  seemed  to  work  fine  at  first.  Indeed,  P&G 
was  sufficiently  satisfied  to  agree  to  a  second  leveraged 
derivative  contract  on  Feb.  14,  1994.  But  p&g  began  encoun- 
tering serious  problems  almost  immediately.  On  Feb.  4, 
interest  rates  had  begun  rising  after  more  than  three  years 
of  near-continuous  dechne.  The  higher  rates  shaiply  pushed 
up  p&g's  payments  to  Bankers  under  the  terms  of  the  com- 
plex derivatives. 

"IRRESPONSIBLE  AND  REGRETTABLE."  On  Feb.  22,  P&G  claims. 
Bankers  told  the  company  that  at  that  day's  rate,  p&g  stood  to 
pay  Bankers  an  increased  interest  rate  of  4.5  percentage  points 
above  the  commercial-paper  rate  on  its  Nov.  2  derivative, 
bringing  its  extra  financing  costs  to  over  $40  million,  p&g  says 
its  officials  were  alaiTned  by  the  unexpectedly  large  amount. 
They  charge  that  when  they  asked  Bankers  for  an  explanation, 
they  learned  that  the  bank  was  using  a  proprietary  model  to  fig- 
ure the  costs.  Bankers,  p&g's  complaint  says,  "stated  that  p&g 
was  bound  by  a  pricing  model  which  [Bankei-s]  did  not  disclose 
to  the  very  party  that  it  asserted  was  bound  by  such  model." 

a  What  Bankers  Trust  can  do  for  Sony  and 
IBM  is  get  in  the  middle  and  rip  them 
off-take  a  little  money. . . .  Let  me  take  that 
back,  I  just  realized  I'm  being  filmed  '  ^ 

—  P&G  COURT  FILING  THAT  ALLEGEDLY  REFLECTS  WHAT  WAS 
SAID  AT  A  BANKERS  TRUST  VIDEOTAPED  TRAINING  SESSION 


P&G'S  PEPPER:  The  aggrensive  legal  stance  continues 


Mil 


:k  Sari 


:1I 


Bankers  Trust's  court  filings  include  a  transcript  of  an  Oc- 
tober, 1993,  conversation  between  Bankers  and  p&g  in  which 
Bankers  apparently  shows  a  p&g  treasury  employee  how  to 
calculate  its  rate  on  the  Nov.  2  derivative.  Bankers  says  this 
transcript  demonstrates  that  p&g  clearly  knew  how  its  deriv- 
ative would  perform.  The  bank  also  cites  file  memos  from 
three  p&g  employees  that  it  says  indicate  that  p&g  was  made 
aware  of  the  rising  rates  on  its  Nov.  2  derivative  in  early  or 
mid-February,  1994.  As  for  the  Feb.  14  derivative.  Bankers 
presents  as  evidence  notes  by  p&g's  chief  financial  officer, 
Erik  Nelson,  that  it  says  show  that  he  did  not  feel  P&G  was 
misled  on  that  derivative's  terms. 


p&G,  however,  claims  that  those  notes  were  vmtten  1: 
the  company  learned  all  it  now  knows  about  that  deriv 
And  it  says  Bankei-s  employees  were  clearly  and  almost  c 
uously  trying  to  deceive  it  from  the  day  the  derivative  coi 
was  initiated,  p&g  cites  a  taped  conversation  between  Ba 
employees  about  the  Nov.  2  p&g  contract  where  one 
"Do  they  [p&g]  understand  that?  What  they  did?"  The  oth 
plies:  "No.  They  understand  what  they  did  but  they 
understand  the  leverage,  no."  The  first  employee  the! 

sponds:  "But  I  mean . . .  how  much  d 
tell  them.  What  is  your  obligati( 
them?"  The  second  employee  answer 
tell  them  if  it  goes  wrong,  what  d 
mean  in  a  payout  formula  . . ." 

Bankers  employees  were  often  g 
at  the  big  profits  they  were  bookin 
cording  to  P&G.  The  second  emp 
quoted  above  says  p&g  undertook  a 
tion  trade  as  part  of  a  derivative; 
tract,  and  Bankers  paid  p&g  onlj 
what  that  option  was  worth.  The  en 
ee  allegedly  remarks:  "This  could 
massive  huge  future  gravy  train."  H 
allegedly  discussed  how  significant  one  of  p&g's  con1 
had  been  for  Bankers,  saying,  "This  is  a  wet  dream." 

In  April,  p&g  claims.  Bankers  Trust  gave  the  con 
charts  showing  that  it  would  have  had  to  pay  a  penalty 
out  of  its  Nov.  2  contract  almost  from  Day  One.  Accord 
p&g's  documents,  one  Bankers  salesman,  discussing  j 
agreement  to  enter  into  the  Nov.  2  contract,  said  "we  s(|'  ^i^'sii 
up."  p&g  claims  that,  unbeknownst  to  the  company  i] 
time,  there  were  periods  when  Bankers'  model  calciif ' 
that  p&g's  potential  penalty  payment  to  e.xit  the  deri^t^  '^fc 
was  rising  even  when  interest  rates  were  falhng.       ,  ^^iJ 
P&G  claims  that  around  that  time,  some  Bankers  empl/!' "*t  I 
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i  i  Fraud  was  so  pervasive . . .  that  Bankers 
Trust  employees  used  the  acronym 
ROF-short  for  rip-off  factor,  to  describe 
one  method  of  fleecing  clients  ^ 


;hemselves  worrying  about  the  suitability  of  theii-  activ- 
[t  cites  a  March,  1994,  conversation  between  two  em- 
!s  where  one  said  he  had  "fears  of  sec  probes."  "This 
was  always  . . .  made  up  of  polluted  water,"  one  says, 
ther  recalls  telling  a  colleague  that  "as  soon  as  we 
slling  djTiamite,  maybe  we'll  have  a  good  business." 

ultimately  locked  in  interest  rates  on  both  of  the  lev- 
1  derivatives  in  dispute.  But  it  alleges  that  by  the  time 
hed  doing  so,  in  April,  1994,  its  financing  costs  stood  to 
ne  $195.5  miUion  higher  than  they  should  have  been, 
ame  month,  p&g  said:  "We  ai-e  seriously  consideiing  oui* 
)ptions  relative  to  Bankers  Trust." 
1  statement.  Bankers  concedes  that  some  of  the  taped 
rsations  "were  irresponsible  and  regi*ettable."  But  it 
he  remarks  fall  short  of  proving  the  deception  p&g  al- 

Instead,  it  produces  evidence  in  court  filings  that 
top  executives 
i  theu'  owTi  per- 
I  for  the  invest- 
blunders.  "Rath- 
an  putting  its 
lOuse  in  order, 
!cepting  its  loss- 
G  chose  instead 
ig  this  lawsuit." 

is  also  making 
s  fraud  claims 
Bankers'  dealing 
ther  clients.  Sev- 

■  the  alleged  victims  have  already  gone  public  with  then* 
tives  grievances.  Gibson  Greetings  has  settled  a  lawsuit 
Jankers,  as  has  Equity  Group  Holdings.  Adimitra  Raya- 
aa  also  sued,  claiming  pjco  \iolations,  although  a  raling 
sing  its  suit  on  jurisdictional  gi'ounds  is  under  appeal, 
'ederal  Paper  Board  has  settled  with  Bankers.  Bankers 
says  in  couit  filings  that  it  needs  much  more  infoiTnation 

it  can  refute  p&g's  allegations  about  other  companies. 

P&G  filing  pro\'ides  new  infoiTnation  about  thi'ee  Bank- 
Tist  clients  whose  relationship  with  the  bank  has  not 
previously  detailed.  In  the  case  of  Sandoz  Coi^p.,  p&g 

that  Sandoz  entered  into  a  leveraged  derivative  con- 
Aith  Bankers  on  Jan.  31,  1994.  Beginning  in  Febnaary, 
lys,  employees  of  bt  Secuiities  knowingly  misled  Sandoz 
the  value  of  its  contract  by  $5  milhon.  Sandoz  alleged- 
ended  its  derivative  contract  nine  ^^^^^^^^^^ 

on  Bankers'  recommendation, 
ing  some  $25  milHon  in  the  pro- 
Vt  one  point,  p&g  asserts  that  San- 
dd  $4.2  milhon  to  modif>'  its  deriv- 
tontract  when  the  change  increased 
lie  by  only  $2.9  million.  That  netted 
rs  over  $1.4  milhon. 
EMEMT?  P&G  also  claims  that  a  bt 
ties  representative,  knowing  that 
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P&G  COURT  FILING 


Victims? 

Companies  that  Procter  &  Gamble 
says  lost  money  on  derivatives 
due  to  Bankers  Trust's  allegedly 
fraudulent  sales  practices 


COMPANY 


The  teiTOS  of  the  settlement  are  confidential,"  and  he  adds 
that  Sandoz  continues  to  have  a  "productive"  relationship  with 
Bankers. 

As  for  Sequa  Corp.,  p&g  alleges  that  Bankers  sold  it  a  lever- 
aged derivative — simi- 
lai*  to  p&g's  Nov.  2  con- 
tract—on Oct.  1,  1993. 
In  December,  Bankers 
allegedly  proposed  various  amendments  to  the  contract  that  it 
told  Sequa  were  costless.  But,  says  p&g,  an  intemal  Bankei-s 
Trust  phone  call  described  it  as  having  a  negative  value  for  Se- 
qua of  $600,000  and  a  profit  for  Bankers  Trust  of  $200,000. 

With  interest  rates  rising,  p&g  says  Sequa  tenninated  half  of 
the  contract  in  February,  1994,  at  a  cost  of  $2.5  million.  Sequa 
allegedly  tenninated  the  rest  a  month  later  at  a  cost  of  $4.5 
miUion,  financing  that  with  another  transaction  in  which  it 

was  to  pay  Bankers  $6 
milhon  over  the  ensu- 
ing two  years.  Total 
alleged  loss:  $7.5  mil- 
hon. Sequa  declined 
comment. 

In  the  case  of  Jef- 
ferson Smurfit  Corp., 
P&G  alleges  that  Smur- 
fit entered  into  a  lever- 
aged derivative  con- 
tract in  May,  1993.  The 
derivative  quickly  be- 
gan losing  value,  P&G  says,  and  Smui"fit  closed  out  the  contract 
and  was  paid  $1.17  milhon  by  Bankers.  But  that  was  at  a 
time,  P&G  claims,  w^hen  Bankers  internally  valued  Smurfit's 
position  in  the  contract  at  $4.4  milhon. 

Smuiiit  agi'eed  to  another  leveraged-derivative  contract  in 
December,  1993,  according  to  p&g.  The  company  says  Bankers 
"induced  Smuiiit  to  amend  this  swap  [a  kind  of  derivative]  11 
times  before  it  was  finally  unwound  in  September,  1994." 
Meanwhile,  the  value  of  Smurfit's  contract  was  dechning.  p&g 
says  Bankers  did  not  teh  Smurfit,  however  Alleges  p&g:  "As 
eaiiy  as  Febniaiy,  1994,  bt  Secuiities  marketers  discussed  the 
fact  that  Smuiiit  was  $5  [million]  or  $6  miUion  down  on  the 
deal  and  that  Smui-fit's  Ti'easurer  'has  no  clue'  about  how  far 
'undenvater  his  company  was  on  the  transaction." 

At  one  point,  p&g  claims.  Bankers  Trust  employees  dis- 
^^^^^^^^^^  cussed  showing  Jefferson  Smurfit  some 
information  regarding  one  of  its  deriva- 
tives, and  one  employee  said:  "...what 
w'e  show  them  is  gonna  be  kind  of  balo- 
ney "  Ultimately,  p&g  says,  Smurfit 

lost  more  than  $2.4  milhon  on  its  deriv- 
atives deahngs  with  Bankers.  Smurfit 
says  it  is  not  aware  of  suffering  any 
losses  on  derivatives  with  Bankers. 
What's  next  for  Bankers  Trust?  It's 


move  would  generate  a  lai-ge  prof-   possible  that  the  bank  will  settle  with 


LOSS 

MILLIONS 


Bankers,  told  Sandoz  that  the  "con- 
ive"  way  to  manage  its  position 
be  to  double  its  exposui-e  whQe  in- 
ig  the  interest  rate  above  which  it 
be  hit  with  higher  payments  under 
itract.  But  on  Feb.  22,  chscoveiing 
lankers  did  not  have  the  proper 
to  cover  such  a  change,  the  Bankei"s 
^ersed  course — and  began  encoui-ag- 
(idoz  to  reduce  its  position.  p&(J  al- 
lat  Sandoz  lost  $78.5  million  in  deal- 
Aith  Bankers.  Sandoz  General 
!l  Robert  L.  Thompson  says:  "We 
Jttled  a  matter  with  Bankei-s  Trust. 


PROCTER  &  GAMBLE 

$195.5 

AIR  PRODUCTS 

105.8 

SANDOZ 

78.5 

P.T.  ADIMITRA  RAYAPRATAMA 

50.0 

FEDERAL  PAPER  BOARD 

47.0 

GIBSON  GREETINGS 

23.0 

EQUITY  GROUP  HOLDINGS 

11.2 

SEQUA 

7.5 

JEFFERSON  SMURFIT 

over  2.4 

DATA:  PROCTER  &  GAMBLE  CO.,  COURT  FILINGS 

P&G  rather  than  endure  the  possible  play- 
ing of  hours  of  incriminating  tapes  in 
open  court.  The  Securities  &  Exchange 
Commission,  w^hich  investigated  Bankers 
Trust's  derivatives  sales  practices,  forced 
a  deeply  embairassing  settlement  on  the 
fuTO.  The  SEC  says  it  is  continuing  to  in- 
vestigate evidence  of  individual  wTongdo- 
ing.  One  thing,  though,  is  clear:  The 
"massive  huge  future  gravy  train"  has 
been  peiTnanently  derailed. 

By  Kelley  Holland  and  Linda  Himel- 
stein  in  New  York,  with  Zachary  Schill- 
er in  Clevelayid 


lhanks  to  Sprint  Business, 
ye're  doing  more  business  in  skis. 


—  Hank  Kashiwa,  Olympic  Skier,  Co-founder,  Volant  Skis 

"We  make  state-of-the-art  skis. 
But  the  way  we  sold  them  was  outdated." 

Volant  is  a  young,  fast-growing  company  with  global 

ambitions.  But  their  communications  system 

^vasn't  helping  them  realize  their  full  potential. 

"Sprint  came  in  and  showed  us 
which  technology  was  right  for  us." 

Sprint  consultants  did  an  extensive  analysis  of  Volant's 
business.  And  came  up  with  real  solutions  for  them  — 

like  putting  inventory  on-line  for  real-time  access.  And 

videoconferencing  —  to  present  new  products  worldwide. 

"Now  we're  doing  business  a  whole  new  way." 
Today  N'olant  is  a  more  nimble,  more  profitable  company. 
Because  Sprint  made  their  conmiunications  as  cutting- 
edge  as  their  stainless  steel  skis.  Call  us.  We  can  help 
your  business  do  more  business,  too. 


1-800-816-REAL 


eal  BUSINESS 

)lant  Skis 


Real  PROBLEM 

Outdated  field  sales 
communications 


Real  SOLUTION 

Instant  access  to 
inv  entory  data 


Real  RESULTS 

Faster  shipping,  reduced 
inventorv  risk 
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BUSINESS  WEEK 
VS.  THE  JUDGE 


The  magazine  gets  to  publish  its  story-but  First  Amendment  issues  remain  unresolve 


Bloody  gloves  and 
shoe  prints  it  was- 
n't. But  as  First 
Amendment  cases 
go,  this  proved  pretty 
taut  courtroom  drama: 

"Mr.  Holley,  what  is 
your    home  telephone 
number?" 
"254-8159." 

"Ml-.  Holley,  did  you  re- 
ceive a  call  at  your  homv 
on  the  afternoon  of  Sept. 
18  from  someone  at  BUSI- 
NESS WEEK?" 

In  a  Cincinnati  federal 
court  on  Sept.  27,  some 
thought  they  saw  Steven 
L.  Holley  blanch  under 

the  cross-examination.  It  surely  was  an  unhkely  moment:  A 
star  antitrust  litigator,  Holley  had  made  partner  in  1991,  at 
age  33,  at  SulUvan  &  Cromwell,  a  top-ch'awer  Wall  Street  law 
firm.  Now,  he  was  in  trouble.  Having  already  admitted  to 
providing  business  week  with  a  copy  of  sealed  court  docu- 
ments from  a  case  involving  his  firm's  client.  Bankers  Tj*ust 
Co.,  Holley  was  about  to  be  confronted  with  phone  I'ecords 

(Sealed)  Paper  Trail 

How  BUSINESS  WEEK  became  tangled  in  litigation 
between  Procter  &  Gamble  and  Bankers  Trust 


FREEDOM  OF  THE  PRESSES 


contradicting  his  asse 
that  he  didn't  learr 
papers  were  confidd 
until  more  than  a 
later. 

Holley's  seem| 
damning  testimonj 
New  York's  legal  el 
buzzing.  Yet  ultimate 
barely  affected  the! 
come  of  a  three-weelT 
stitutional  battle 
BUSINESS  week  ag 
Bankers  Trust,  Proc| 
Gamble  Co.,  and 
District  Court  Judge|j 
Feikens,  who  on  Se] 
had  enjoined  the  ma^^ 
from   printing  a 
based  on  the  documents  Holley  provided. 

On  Oct.  3,  Feikens  gi-antecl  a  motion  by  p&g  to  adi 
racketeering  charges  to  its  derivatives-related  claim  at 
Bankers  Tiiist,  imsealing  the  much-discussed  document.^ 
parties,  including  BUSINESS  week.  At  the  same  time,  thig 
ruling  that  the  magazine  had  acted  "unlawfully,"  the  .!d; 
made  permanent  his  injunction  against  the  magazine's  h 


current  issue  rolls 


AUGUST  31 


BUSINESS  WEEK  Cleveland  Bu- 
reau Chief  Zachary  Schiller 
learns  that  P&G  will  amend 
its  case  against  Bankers 
Trust  with  a  new  filing.  (In 
testimony,  Schiller  said  this 
information  comes  from  P&G 
spokesman  Gregory  Rossiter; 
Rossiter  denied  this.) 


SEPTEMBER  1 


P&G  moves  to  add  racketeer- 
ing charges  to  its  complaint. 
On  Sept.  5,  at  Schiller's  be- 
hest, freelance  journalist  Jo- 
seph Levy  unearths  P&G's 
motion  in  U.S.  District  Court 
in  Cincinnati. 


SEPTEMBER  7 


Schiller  confirms  that  at 
least  portions  of  P&G's 
amended  claim  are  under 
court  seal. 


SEPTEMBER  12 


Legal  Affairs  Editor  Linda 
Himelstein  obtains  the  docu- 
ments from  Steven  Holley,  a 
partner  at  Sullivan  &  Crom- 
well, Bankers  Trust's  outside 
counsel.  At  the  time,  neither 
Himelstein  nor  Holley  know 
the  documents  are  sealed. 


SEPTEMBER  13 


Bankers  Trust  and  P&G  learn 

BUSINESS  WEEK  has  Obtained 


Steven 
Holley 


the  sealed  papers  and  ask 
District  Court  Judge  John 
Feikens  to  enjoin  publication 
of  the  resulting  story.  Feikens 
issues  the  order  at  6  p.m. 
without  giving  the  magazine 
prior  warning;  business  week 
holds  the  story. 


SEPTEMBER  19 


The  appeals  court  for  the 
Sixth  Circuit  refuses  a 
BUSINESS  week  request  to  lift 
the  restraining  order. 


SEPTEMBER  21 


Supreme  Court  Justice  Jof 
Paul  Stevens  refuses  to  st^ 
the  order,  returning  the  Cc<i 
to  district  court.  Before  Fk- 
ens,  Himelstein  declines  J 
identify  Holley  as  her  soul 
Later,  confronted  by  partrl 
Holley  admits  to  his  actioi 


SEPTEMBER  27 


Holley  tells  the  court  he 
breached  the  protective  c 
der  but  denies  knowing  tj 
fore  Sept.  21  that  the  paji 
pers  had  been  sealed. 


OCTOBER  3 


Feikens  allows  the  amen( 
claim,  making  the  docu 
ments  public.  But  he  m^iS 
permanent  the  injunctior 
against  business  week.  Tt 
magazine  appeals. 
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We  make  client/server  application 
development  software  for  increased 
productivity,  decreased  maintenance, 
faster  responsiveness  \ 
and  better  bottom  lines. 


software  is  helping  over  1100  leading  corporations  and  government  agencies  worldwide  successfully  adapt  to  a  chang- 
oorld.  With  everything  from  customer  service  to  distribution,  from  accounting  to  finance,  from  product  development 
oduct  sales  In  fact,  we've  been  helping  our  customers  maximize  their  core  competencies  uith  proven  software  solutions 
ver  9  years.  To  join  our  client/server  success  stories  or for  more  information,  call  1-800-838-1843  ext.  3000. 
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BUSINESS  WEEK 
VS.  THE  JUDGE 


The  magazine  gets  to  publish  its  story-but  First  Amendment  issues  remain  unresolve 


Bloody  gloves  and 
shoe  prints  it  was- 
n't. But  as  First 
Amendment  cases 
go,  this  proved  pretty 
taut  courtroom  drama: 

"Mr.  Holley,  what  is 
your    home  telephone 
number?" 
"254-8159." 

"Mr.  Holley,  did  you  re- 
ceive a  call  at  your  home 
on  the  afternoon  of  Sept. 
13  from  someone  at  busi- 
ness WEEK?" 

In  a  Cincinnati  federal 
court  on  Sept.  27,  some 
thought  they  saw  Steven 
L.  Holley  blanch  under 

the  cross-examination.  It  surely  was  an  unlikely  moment:  A 
star  antitrust  litigator,  Holley  had  made  partner  in  1991,  at 
age  38,  at  Sullivan  &  Ci-omweU,  a  top-(h'awer  Wall  Street  law 
fii'm.  Now,  he  was  in  trouble.  Having  already  admitted  to 
providing  business  week  with  a  copy  of  sealed  court  docu- 
ments from  a  case  involving  his  firm's  client.  Bankers  Ti-ust 
Co.,  Holley  was  about  to  be  confronted  with  phone  records 

(Sealed)  Paper  Trail 

How  BUSINESS  WEEK  became  tangled  in  litigation 
between  Procter  &  Gamble  and  Bankers  Trust 


FREEDOM  OF  THE  PRESSES:  The  current  issue  rolls 


contradicting  his  assfl 
that  he  didn't  leari 
papers  were  confld^ 
until  more  than  a 
later. 

Holley's  seemi 
damning  testimonj 
New  York's  legal  cl 
buzzing.  Yet  ultimatJ 
barely  affected  the! 
come  of  a  thi-ee-weelT 
stitutional  battle 

BUSINESS  WEEK  ag 

Bankers  Trust,  Procj 
Gamble  Co.,  and 
District  Court  Judge|i 
Feikens,  who  on  Sej. 
had  enjoined  the  maf  ' 
from  printing  a 
based  on  the  documents  Holley  provided. 

On  Oct.  3,  Feikens  gi-anted  a  motion  by  p&g  to  ad( 
racketeering  charges  to  its  derivatives-related  claim  ai 
Banker's  Trust,  unsealing  the  much-discussed  docimienl> 
parties,  including  business  week.  At  the  same  time,  thi^ 
ruling  that  the  magazine  had  acted  "unlawfully,"  the  .id; 
made  pennanent  his  injunction  against  the  magazine's  i:i 


AUGUST  31 


BUSINESS  WEEK  Cleveland  Bu- 
reau Chief  Zachary  Schiller 
learns  that  P&G  will  amend 
its  case  against  Bankers 
Trust  with  a  new  filing.  (In 
testimony,  Schiller  said  this 
information  comes  from  P&G 
spokesman  Gregory  Rossiter; 
Rossiter  denied  this.) 


SEPTEMBER  1 


P&G  moves  to  add  racketeer- 
ing charges  to  its  complaint. 
On  Sept.  6,  at  Schiller's  be- 
hest, freelance  journalist  Jo- 
seph Levy  unearths  P&G's 
motion  in  U.S.  District  Court 
in  Cincinnati. 


SEPTEMBER? 


Schiller  confirms  that  at 
least  portions  of  P&G's 
amended  claim  are  under 
court  seal. 


SEPTEMBER  12 


Legal  Affairs  Editor  Linda 
Himelstein  obtains  the  docu- 
ments from  Steven  Holley,  a 
partner  at  Sullivan  &  Crom- 
well, Bankers  Trust's  outside 
counsel.  At  the  time,  neither 
Himelstein  nor  Holley  know 
the  documents  are  sealed. 


SEPTEMBER  13 


Bankers  Trust  and  P&G  learn 
BUSINESS  WEEK  has  obtained 


Steven 
Holley 


SEPTEMBER  21 


II 


the  sealed  papers  and  ask 
District  Court  Judge  John 
Feikens  to  enjoin  publication 
of  the  resulting  story.  Feikens 
issues  the  order  at  6  p.m. 
without  giving  the  magazine 
prior  warning;  business  week 
holds  the  story. 


SEPTEMBER  19 


The  appeals  court  for  the 
Sixth  Circuit  refuses  a 
business  week  request  to  lift 
the  restraining  order. 


Supreme  Court  Justice  Jot 
Paul  Stevens  refuses  to  st* 
the  order,  returning  the  cj; 
to  district  court.  Before  Fc- 
ens,  Himelstein  declines  I 
identify  Holley  as  her  souttj||||| 
Later,  confronted  by  partnBB 
Holley  admits  to  his  actiol 


SEPTEMBER  27 


Holley  tells  the  court  he 
breached  the  protective 
der  but  denies  knowing 
fore  Sept.  21  that  the  p 
pers  had  been  sealed. 


OCTOBER  3 


Feikens  allows  the  ameO' 
claim,  making  the  docu- 
ments public.  But  he  ma 
permanent  the  injunctior 
against  business  week.  TI 
magazine  appeals. 
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We  make  client/server  application 
development  software  for  increased 
productivity,  decreased  maintenance, 
faster  responsiveness  \ 
and  better  bottom  lines. 

software  is  helping  over  1100  leading  corporations  and  government  agencies  worldioide  smcessfully  adapt  to  a  chang- 
vorld.  With  everything from  customer  service  to  distribution,  from  accounting  to  finance,  from  product  development 
■Qduct  sales.  In  fact,  we've  been  helping  our  customers  maximize  their  core  competencies  uith  proven  software  solutions 
ver  9  years.  To  join  our  client/server  success  stories  or for  more  information,  call  1 -800-838-1843  ext.  3000. 
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Cover  Story 


the  original  set  of  documents.  "I  cannot  permit  business 
WEEK  to  snub  its  nose  at  coiut  orders,"  he  wrote.  "The  integ- 
rity of  a  com!  and  the  entire  judicial  system  requires  that  its 
orders  be  acknowledged  and  obeyed." 

Feikens'  decision 
sent  a  mixed,  contro- 
versial inessage.  "This 
is  a  judge  who  appar- 
ently thinks  he's  splitting  the  baby,"  said  Kenneth  M.  Vittor, 
general  counsel  of  BUSINESS  w1':ek's  parent.  The  McGi'aw-Hill 
Companies,  business  week,  after  all,  was  allowed  to  print  its 
stoiy;  the  injunction  did  not  pi-event  the  magazine  fi"om  obtain- 
ing a  new  copy  of  the  now-pubhc  papers.  "Tliis  is  a  victmy  in 
that  we  ai'e  now  able  to  publish 
the  story,"  says  Stephen  B.  Shep- 
ard,  editoi-in-chief 

Yet  Feikens  left  unresolved  the 
essential  First  Amendment  ques- 
tion: Does  freedom  of  the  press 
supercede  other  concerns,  notably 
preserving  the  sanctity  of  the 
court?  The  Supreme  Court  has 
ruled  consistently  that  it  does, 
specifically  in  a  1978  decision  al- 
lowing Landmark  Communications 
Inc.  to  pubUsh  infoimation  about  a 
confidential  investigation  of  a  Judi- 
cial Review  Commission  in  Vir- 
ginia. Feikens'  injunction  is  "abso- 
lutely at  odds  with  100  years  of 
American  law,"  says  attorney 
Floyd  Abrams,  because  it  collides 
head-on  with  the  prior-restraint 
doctrine,  ban-ing  the  government 
from  blocking  publication  in  al- 
most all  ciix'umstances. 

Ironically,  the  testimony  in 
Feikens'  courtroom,  along  with 
reams  of  supporting  notes,  internal 
electronic-mail  messages,  and  oth- 
er documents,  dealt  little  with  the 
P^irst  Amendment  question.  Rath- 
er, the  judge  simply  wanted  to  es- 
tablish how  the  sealed  documents 
had  escaped  his  court  in  the  fii-st 
place.  A  clear  answer  emerged. 
Yet  conflicting  testimony — often 
setting  the  magazine's  journalists 
against  their  own  sources — left 
some  unsettling  loijse  ends. 
CONTRADICTIONS.  The  tale:  On 
Aug.  31,  according  to  his  own 
notes,  BUSINESS  week  Cleveland 
Bureau  Manager  Zachaiy  Schiller 
took  a  call  fi"om  Gregoiy  Rossiter, 
a  supervisor  of  corporate  commu- 
nications at  P&G.  Rossiter  told 
Schiller  that  p&g  would  be  making 
a  filing  in  its  Bankers  Ti'ust  case, 
likely  the  next  day.  "He  was  tell- 
ing me,  'You  should  get  this  be- 
cause if  you're  doing  some  sort  of  story,  you're  going  to 
want  to  include  this,' "  Schiller  i-eealls.  In  his  testimony,  Ros- 
siter denied  that  this  conversation  took  place,  even  when 
presented  with  Schiller's  copious  notes  of  the  exchange. 

In  fact,  p&o  did  file  the  motion  on  Sept.  1  to  amend  its 
claim.  Some  300  pages  of  supporting  documents  were  sealed 
under  an  earlier  protective  order.  That  order,  however,  was 
unnoted  anywhere  in  the  public,  three-page  motion  obtained 


i  i  I  cannot  permit  business 
WEEK  to  snub  its  nose  at 
court  orders ....  The  integrity 
of  a  court . . .  requires  that  its 
orders  be  obeyed.  ?  > 

—JOHN  FEIKENS,  U.S.  District  Court  Judge 


on  Sept.  6  ft-om  the  U.  S.  District  Court  clerk's  office  by 
seph  Levy,  a  freelance  joumahst  working  for  business  wi 
Schiller  says  he  did  not  learn  the  papers  had  been  sealed 
til  the  next  day;  Rossiter  testified  he  told  Schiller  on  Sef 
that  the  papers  were  confidential — again  contradict 
Schiller's  notes. 

On  Sept.  6,  Schiller  told  the  magazine's  legal  affaii-s  ei 
Linda  Himelstein,  about  the  Racketeer-Influenced  &  ( 
rupt  Organizations  Act  (rico)  flling — and  indicated,  be 
knowing  about  the  protective  order,  that  he  had  been  un; 
to  locate  the  supporting  docimients.  Himelstein  agj'eei 
try  to  find  the  papers  independently.  The  two  say  they 
not  talk  again  until  Sept.  13. 

In  the  meantime,  Himels 
placed  a  call  to  Holley.  The 
had  talked  regularly  for  two  y 
Holley  had  aggi'essively  co 
the  media  on  behalf  of  the 
band  Pearl  Jam,  which  file 
antitrust  complaint  against 
etmaster  Corp.,  the  giant  tit 
agency  Himelstein  profiled  in  Ji 
He  also  had  represented  Mi;^ 
soft  Corp.  in  its  antitrust  bati 
NO  WARNING.  Holley  retu 
Himelstein's  call  on  Sept.  12 
agi'eed  to  locate  a  copy  for  h 
p&g's  RICO  motion.  Accordin 
his  testimony,  Holley  got  thej 
pers  ft'om  Richard  C.  Peppe 
II,  an  associate  assigned  to 
Bankers  Trust  case.  Peppen 
Holley  testified,  did  not  ask 
Holley  wanted  the  papers,  nor 
he  mention  the  protective  oi 
Pepperman  declined  to  be  ir 
viewed,  referring  business  w 
to  Ricai-do  A.  Mestres  Jr,  Sull 
&  Cromwell's  chah-nian.  Mes 
did  not  return  calls. 

Himelstein  received  the  dl 
ments  via  messenger  at  5  I 
that  day.  After  skimming  the 
tents,  she  and  Kelley  Holl 
business  week's  money  and  b 
ing  editor,  began  a  story  on  r 
Ri(::o  charges.  Only  the  next  ir 
ing,  both  I'eporters  say,  did 
find  on  the  filing's  fourth  pagcj 
statement:  "Filed  under  seal 
suant  to  protective  order." 

That  afternoon,  Himel 
called  Holley 's  residence  to 
him  to  her  discoveiy.  McGraw] 
phone  records  indicate  that 
from  her  phone  to  his  lasted 
ly  two  minutes.  Himelstein 
that  when  Holley  learned  o: 
protective  ordei",  he  exclaiij 
"Oh,  shit!,"  then  asked  that; 
story  not  be  run.  When  H: 
stein  said  it  would  be  pubhshed,  she  testified,  Holley  a' 
that  his  role  be  kept  secret.  She  agi-eed.  j 
In  court  on  Sept.  27,  Holley  denied  tliis  conversation  If 
took  place,  even  after  being  confronted  with  the  McGrawW 
computeiTzed  phone  records.  He  testified  that  on  Sept.  l[r 
left  New  Yoi'k  to  visit  his  parents  in  Muskegon,  Mich.,  \\|' 
he  read  only  The  Muskegon  Chrovicle;  he  heard  noif: 
about  the  business  week  injunction,  he  told  the  court,  ii 
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Sept.  21.  In  fact,  the  Chronicle  published  a  brief  account  of 
the  BUSINESS  WEEK  case  on  Sept.  15. 

If  Holley  knew  that  the  protective  order  had  been  breached 
but  failed  to  inform  the  court,  both  he  and  SulUvan  &  Crom- 
well, as  parties  to  the 
dispute  via  their  client. 
Bankers  Trust,  would 
~    have     violated  the 
terms  of  the  order,  although  neither  has  been  charged. 

Bankers  Tioist  and  Procter  &  Gamble  learned  of  the  pros- 
pective story  on  Sept.  13  and  asked  Feikens  for  an  injunction 
that  would  bar  business  week  from  publishing  the  piece.  The 
order  arrived  without  prior  warning — violating  federal  rules 


Cover  Story 


governing  civil  procedui"e — on  Vittor's  fax  macliine  at  G  p.m. 
After  failing  to  contact  Feikens,  McGraw-Hill's  local  counsel  in 
Cincinnati  reached  Danny  J.  Boggs,  a  judge  of  the  Sixth 
Circuit  Court  of  Appeals.  But  Boggs  declined  to  act  on  the  in- 
junction. Shepard  and  Vittor  decided  to  hold  the  stoiy.  "We 
followed  the  same  strategy  as  Tfie  New  York  Times  did  in  the 
Pentagon  Papers  case — obey  the  injunction,  then  fight  it  im- 
mediately in  court,"  Shepard  says. 

STRONGER  SHIELD.  McGraw-Hill  pursued  a  fomnal  appeal  to 
the  Sixth  Circuit,  which  on  Sept.  19  decided  on  procedui-al 
grounds  not  to  act,  and  then  to  Justice  John  Paul  Stevens  of 
the  Supreme  Court.  In  legal  circles,  that  strategy  was  contro- 
versial. Vittor  argues  that,  faced  with  an  apparently  perma- 
nent order  that  could  not  be  legally  or  factually  sustained, 
McGraw-Hill  was  obliged  to  appeal  immediately.  Even  so,  the 
company  should  have  given  Feikens  "a  chance  to  correct  his 
mistake,"  says  Burt  Neubome,  a  professor  of  law  at  New 
York  University  and  former  legal  director  of  the  American 
Civil  Liberties  Union.  Indeed,  in  refusing  to  stay  the  injunc- 
tion on  Sept.  21,  Stevens  reprimanded  McGraw-Hill  for  not 
seeking  remedy  with  Feikens  fii'st. 

BUSINESS  WEEK  landed  back  in  the  courtroom  of  Feikens, 


who,  noting  that  the  magazine  had  "doggedly  avoided  ^ 
a  proceeding,"  seemed  annoyed  that  he  had  been  bypasi 
At  the  Sept.  21  hearing,  Himelstein  was  called  on  to  kh 
fy  her  source;  on  10  occasions  during  cross-examinat  i 
she  invoked  the  First  Amendment  and  state  shield  1; 
to  protect  her  confidential  relationship  with  Holley.  ju 
judge  did,  however,  compel  her  to  place  the  source  in  I|v 
York  State. 

That  concession  allowed  Himelstein  to  claim  confidenti  i 
imder  New  York  State  shield  laws,  which,  unlike  Ohio  statv, 
protect  magazine,  as  well  as  newspaper,  journahsts.  L  - 
that  day,  apparently  guided  by  a  record  in  the  firm's  messe 
log,  a  Sullivan  &  Cromwell  partner  asked  Holley  whetheoi 


UThis  is  a  victory  in 
that  we  are  now  able  1 
publish  the  story 

—  STEPHEN  SHEPARD, 
BUSINESSWEEK  Editor-in-Chief 


was  the  source  of  the  document.  HoUey  d 
mitted  he  was.  I 
Holley  remains  at  Sullivan  &  Cromi 
But  his  breach  has  produced  unexpe: 
ripple  effects.  In  cross-examination  by 
Graw-Hill's  outside  counsel  to  establish- 
confidential  natui'e  of  liis  relationship  ii 
Himelstein,  which  he  denied,  Holley  |; 
read  Himelstein's  detailed  notes  indica 
that,  in  the  midst  of  Microsoft's  battle  ji 
Justice  Dept.  antitrust  chief  Anne  K.  Bi|~ 
man,  he  said  that,  "Everyone  on  [Bir 
man's]  professional  staff  thinks  that  h 
out  of  her  mind."  Holley  apologized  to  Bi: 
man  in  a  letter  Oct.  2,  calling  his  remii 
"inappropriate."  Bingaman  wrote  back;! 
next  day:  "Apology  accepted!"  \ 
Ultimately,  Feikens  didn't  buy  Busii! 
week's  testimony.  Accusing  the  magae 
of  "duplicity,"  he  ruled  that  Schiller's  kn: 
edge  of  the  protective  order  could  be  in'^ 
ed  to  BUSINESS  week  as  an  organiza 
Thus,  he  said,  Himelstein's  acquisition  of  documents  the  i> 
azine  knew  to  be  confidential  constituted  an  illegal  act— j!i 
fying,  Feikens  said,  his  prior  restraint  of  publication. 

From  a  First  Amendment  perspective,  it  was  a  troufe 
conclusion,  as  was  Justice  Stevens'  contention  that  "the  u 
ner  in  which  business  week  came  into  possession  of  the  i) 
mation  it  seeks  to  publish  may  have  a  beai-ing  on  its  rigl ' 
do  so."  If  the  magazine's  Oct.  3  appeal  is  heai'd,  "I'm  verjl'^ 
bious  that  the  legality  of  the  method  of  acquiiing  the  info  ia 
tion  will  end  up  being  a  factor  in  the  development  of  prio  f 
straint  doctrine,"  says  Lee  C.  Bollinger,  a  constitutiK 
scholar  and  provost  at  Dartmouth  College.  More  to  the  pp 
says  BUSINESS  week's  Shepai'd,  "We're  fi-ee  to  ask  for  the 
and  they're  free  to  say  no." 

How  the  dispute  is  resolved  may  well  prove  precedentpt 
ting.  If  the  courts  refuse  to  hear  an  appeal,  or  if  they  dt  fi 
that  maintaining  confidentiaUty  of  discovery  materials  jusjit 
prior  restraint,  they  would  retreat  dramatically  from  pip 
dent.  It's  an  unlikely  outcome — but  for  many  journa't. 
even  the  possibility  is  unsettling. 

By  Keith  H.  Hammonds  in  New  York,  with  Catiu\n 
Yang  in  Washington  '• 
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At  Ameritech,  we  think  that 
iising  communication  technology 
'  ould  he  elementary.  That's  why  we  have  a  Human 
'!:tors  department.  In  fact,  they  test  our 
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products  and  services  with  rea 
people  at  our  testing  towns  with 
purpose  in  mind.  Ensuring  that  technology 
akes  your  life   easier,  not  more  difficult 
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Competing  through 

Standardization 


;  global  competition 
sifies,  leading  American 
lesses  are  increasingly 
ting  an  emerging  man- 
lent  discipline  as  part 
eir  business  strategy. 

iscipline  is  called  strategic  stan- 
ition,  and  the  effective  manage- 
)f  it  can  open  new  markets, 
ie  sales,  reduce  trade  barriers, 
isure  a  company's  competitive- 
id  profitability.  European  com- 
s  have  used  this  same  disci- 
o  their  own  advantage  for  some 
ind  -  to  ensure  a  strong  leader- 
Dsition  in  the  global  market- 
-  U.S.  business  leaders  need  to 
same.  Contrary  to  the  view  of 
rdization  as  only  a  technical 
it  is  in  fact  a  critical  business 

vith  implica-  ,  

or  market 


,  anti-trust, 
;t  liability, 
policy  and 
tion,  new 
;t  develop- 
occupational 

and  safety,  the  environment, 
ment  acquisition  reform,  and 
ur  very  quality  of  life.  In  a  peri 
itherwise  shrinking  corporate 
Jmpanies  as  diverse  as 


Ameritech,  Ford,  and  Polaroid  have  set 
up  offices  of  strategic  standardization. 

Americans'  daily  lives  depend  on 
standards  that  we  take  for  granted, 
which  -  like  air  -  are  everywhere, 
from  the  products  we  use,  the  food  we 
,.      .  .  ....       eat,  how  we 

American  companies  must  understand 

communicate, 

that  standardization  is  a  strategic         work,  play, 
business  issue  that  has  a  direct  impact    "^vei,  and  go 
on  new  product  development." 


about  our 
business.  This 
"I    ubiquitous  view,  however,  belies  the 
real  impact  of  standards  and  conformi- 
ty assessment  -  a  procedure  to  verify 
that  products  and  processes  meet  a 
standard  -  on  our  economic  well  being 
as  a  nation,  as  American  businesses. 


and  as  world  traders  in  a  global  econo- 
my. Increasingly,  standards  have 
become  the  lingua  franca  of  interna- 
tional trade,  and  the  underlying  basis 
for  competition  among  the  world's 
regions,  nations,  and  corporations 
large  and  small.  The  strategic  value  of 
standards,  and  the  participation  of 
American  businesses  in  their  develop- 
ment through  the  private  sector  vol- 
untary standards  process,  is  funda- 
mental to  the  well  being  of  our  way  of 
life  today  and  will  be  well  into  the 
21st  century. 

Several  forces  have  combined  in 
recent  years  to  accelerate  the  trend  to 
standards  and  to  put  standards  issues 
front  and  center  in  the  national  and 
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U.S.  Pharmacopeia 

Setting  official  standards 
of  excellence  to  promote 
the  public  health 

Founded  in  1820,  the  U.S.  Pharnna- 
copeia  (USP)  is  an  independent, 
not-for-profit  scientific  organization 
that  is  responsible  for  establishing 
legally  recognized  product  quality 
standards  and  authoritative  infor- 
mation for  the  use  of  medicines  and 
other  health  care  technologies.  For 
more  than  175  years,  USP's  standard- 
setting  activities  have  contributed  to 
improving  the  quality  of  drugs  and 
medical  products  in  the  United  States. 

USP  publishes  the  U.S.  Pharma- 
copeia and  the  National  Formulary 
which  contain  product  quality  stan- 
dards for  3,200  drug  substances  and 
250  pharmaceutical  ingredients  used 
in  making  drugs.  These  standards 
for  medicines  are  recognized  as  offi- 
cial by  the  federal  Food,  Drug,  and 
Cosmetic  Act,  and  are  enforced  by 
the  Food  and  Drug  Administration 
(FDA).  The  initials  "USP"  or  "NF"  on  a 
package  label  of  a 
drug,  dietary  sup- 
plement, or  other 
article  used  in 
medicine  indicate 
that  the  product 
inside  purports  to  meet  the  approved 
standards  of  strength,  quality,  purity, 
packaging,  and  labeling. 

In  addition,  USP  develops  author- 
itative, unbiased  therapeutic  infor- 
mation about  drugs  and  their  usage 
for  health  care  professionals  and 
patients.  This  USP  Dl®  database  is 
available  as  a  text  that  is  designated 
as  a  "standard  reference"  compendi- 
um by  federal  and  state  statutes  for 
medical  reimbursement  purposes. 

U.S.  Pharmacopeia 
12601  Twinbrook  Parkway 
Rockville,  Maryland  20852 
800-877-6733 


international  agenda.  Domestically, 
those  forces  include  the  proliferation 
of  technolofi;y  in  every  domain  of  life 
deregulation,  the  dramatic  political 
shift  in  the  Congress  away  from  gov- 
ernment solutions  to  those  of  the  pri- 
vate sector,  ever  rising  exports  by 
American  industry,  and  a 
heightened  concern  over 
product  quality  anci 
occupational  safety  and 
health  issues  in  the 
workplace. 

Forces  on  the  interna- 
tional front  include 
intense  global  competi- 
tion, the  rise  of  regional 
trading  blocks  such  as 
the  European  Union,  the 
accelerated  development 
of  undcrindustrialized 
regions  from  C^entral 
Europe  to  Asia  to  South 
America,  worldwide  con- 
cern with  environmental 
issues,  and  the  increased 
pace  and  impact  of  international  trade 
and  treaty  agreements  from  NAFTA 
to  the  \\'orld  Trade  Organization. 
(Combined,  these  developments  have 
propelled  the  issue  of  standards  to 
center  stage. 

"As  we  look  to  the  future,  stan- 
dards will  become  even  more  impor- 
tant," says  George  M.C.  Fisher,  for- 
mer CEO  of  Motorola  and  Chairman 
of  the  U.S.  Council  of  Competitive- 
ness, and  now  CEO  of  Eastman 
Kodak.  "American  companies  must 
understand  that  standardization  is  a 
strategic  business  issue  that  has  a 
direct  impact  on  new  product  devel- 
opment. There  is  a  direct  relationship 
between  leadership  in  standards  and 
leadership  in  technology.  American 
standards  bodies  must  lead  the  way  in 
international  activities." 

Standards  Defined 

A  simple  definition  of  the  wcjrd  stan- 
dard is  a  recognized  luiit  of  compari- 
son by  which  the  correctness  of  others 


"There  is  a  direct 
relationsliip  between 

leadership  in 
standards  and  leader- 
ship in  technology. 
American  standards 
bodies  must  lead  the 
way  in  international 
activities." 


can  be  determined,  a  set  of  characr- 
istics  or  quantities  that  describes  ti- 
tures  of  a  product,  process,  or  ser\  t 
As  a  consumer,  buying  product 
that  conform  to  standards  makes  1 
easier  to  comparison  shop  -  for  tc, 
tures,  functions,  and  price.  This  ci- 
formance  not  only  ^ 
sharpens  competitio; 
but  provides  a  basis  1 
which  true  different- 

tion  can  occur  -  in  fj- 

I 

tures  and  fimctions  ia 
are  valued  by  the  cu 
tomer  -  and  not  in 
those  areas  that  the  a;; 
tomer  doesn't  see, 
appreciate,  or  that  a  'ti 
no  value  to  the  prod 
uct  s  use.  More  busi 
nesses  need  to  focuin 
customer  value  anal 
Compatibility  standki 
are  especially  impo 
and  where  they  exisj- 
1  35  f-Qc  siereo  eci 

ment  interconnection  -  consumer 
confidence  increases,  which  transi 
into  increased  revenues. 


Reform  Efforts 

Health  care  reform  is  one  exampl 
where  the  U.S.  is  poised  for  signij 
cant  government  regulatory  and 
procurement  changes.  There  is  hi! 
partisan  and  tmanimous  support  i' 
the  area  of  health  care  administraJi 
including  the  need  to  reduce  and, 
simplify  paperwork.  'The  develop; 
ment  of  standards  related  to  comijt 
er-based  patient  records  is  one  ke 
component.  Another  area  underg(p| 
dramatic  regulatory  reform  is  1 
telecommunications. 

Discussions  about  the  global  hi 
mation  infrastructure  often  lose  si| 
of  the  fact  that  we  already  have  a" 
national  information  infrastructunp 
the  broadcast,  cable,  and  phone  sM 
terns  and  in  a  variety  of  wired  ancI 
non-wired  networks.  These  link  Ijs 
nesses  and  people  in  many  applicj 
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.  .at  ASTM  he  could  have. 


At  ASTM  all  the  players 
are  there— your  aistottiers, 
suppliers,  domestic 
atid  foreign  competitors, 
government  representatives. 

At  ASTM  you  work  directly 
with  the  parties  that  matter 
to  your  business  on  developing 
standards  that  will  affect 
your  industry. 

Can  you  afford  not  to  have 
a  say  in  these  standards? 


For  close  to  a  century,  ASTM  has  provided  a  unique  forum  for  direct  participation 
in  formulating  voluntary  industry  standards.  Widely  used  not  only  in  North 
America,  but  around  the  world,  ASTM  standards  are  not  country  specific.  Professionals 
come  from  all  over  the  globe  to  participate  in  a  system  that  recognizes  technical 
expertise,  not  country  of  origin. 

The  core  of  the  ASTM  standard  is  its  high  level  of  technical  integrity.  The  U.S. 
Department  of  Defense,  the  world's  largest  single  purchaser,  has  adopted  over 
2,000  ASTM  standards  for  Department  of  Defense  purchase  of  commercial  materials 
and  products.  Looking  beyond  domestic  borders,  40%  of  the  ASTM  standards 
distributed  go  outside  the  United  States. 

Used  in  R&D,  quality  systems,  product  testing  &  acceptance,  and  commercial 
transactions  around  the  globe,  the  ASTM  standard  is  an  integral  component 
of  today's  competitive  business  strategy. 


For  more  infonmtioti  contact: 

ASTM  •  100  Barr  Harbor  Drive,  West  Conshohocken,  PA  19428-2959 

Telephone:  610-832-9500  •  FAX:  610-832-9555 
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tions.  The  issue  is  the  lack  of  stan- 
dards that  can  interconnect  these 
infrastructures  and  help  improve  their 
level  of  service. 

Not  surprisingly,  the  LLS.  federal 
government  is  the  largest  creator  and 
user  of  standards  -  nearly  52,000  of 
them.  The  private  sector  in  America 
has  some  43,000  standards.  That's  a 
total  of  95,000  standards,  which  don't 
include  the  much  larger  number  of 
de  facto  industry  standards  -  such  as 
IBM  compatible  PCs  -  that  are 
established  not  through  formal  proce- 
dures but  through  widespread  accep- 
tance in  the  free  market. 

Last  year,  as  part  of  his  accjuisition 
reform  efforts.  Secretary  of  Defense 
William  Perry  ordered  the  I^oD  to 
look  towards  the  private  sector  for 
standards  wherever  possible.  This 
"dual  use"  strategy  reduces  cost, 
increases  the  ninnber  of  supply 
sources,  helps  the  defense  industry 
convert  to  commercial  market  needs, 
and  provides  for  a  more  flexible 
defense  industrial  capacity. 

Says  Walter  B.  Bergmann,  II, 
deputy  assistant  secretary  of  defense: 
"Some  analyses  project  if  v\  e  adopted 
private  sector  standards  and  specifica- 
tions we  could  save  between  5  and 
10%  on  weapon  costs  alone."  The 
economic  benefits  -  cost  displace- 
ment from  the  DoD's  perspective, 
and  a  single  market  from  the  suppli- 
ers' perspective  -  will  be  welcome  to 
taxpayers  and  businesses  alike. 

Best  Practices 

American  standards  have  helped  pro- 
mote best  practices  for  much  of  this 
century.  One  recent  example:  In  1992 
Hurricane  Andrew  ravaged  south 
Florida  and  Louisiana,  damaging  or 
destroying  18,000  mobile  homes. 

While  building  codes  provide  for 
wind  load  standards,  those  standards 
did  not  apply  to  mobile  homes,  which 
posed  a  major  public  safety  issue.  As  a 
result,  the  American  Society  of  Civil 
Engineers  developed  a  series  of  stan- 
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dards  subsequently  adopted  by  the 
U.S.  Department  of  Housing  and 
Urban  Development  -  which  sets  the 
standards  for  mobile  homes  -  so  that 
mobile  homes  built  and  sold  after  July 
1994  must  resist  winds  of  up  to  100 
miles  per  hour  in  26  counties  in  hurri- 
cane-prone sections  of  five  states  and 
Puerto  Rico. 


It  is  the  competitive  role  of  stan- 
dards, however,  that  has  sparked  the 
interest  of  nations  and  businesses. 
Standards  broaden  the  potential  mar- 
ket for  goods  and  services  while  at  the 
same  time  providing  a  basis  on  which 
to  differentiate  products,  through 
cost,  time-to-markct,  cjuality,  and  per- 
formance. The  cooperative  partner- 
ship between  government,  industry, 
and  the  consumer  -  one  of  the  best 
strengths  of  our  market  economy  - 
provide  the  U.S.  the  best  chance  for 
promoting  our  collective  economic 
welfare  and  for  achieving  the  common 
good  worldwide. 

World  Trade,  Government, 
and  the  Private  Sector 

In  voting  into  law  the  National  Com- 
petitiveness Act  of  1993,  the  U.S. 
Congress  stated  that  "strong  and 
effective  U.S.  leadership  and  partici- 
pation in  international  standards  orga- 
nizations are  kev  to  the  long-term 


mi 


competitiveness  of  U.S.  products  i 
global  markets,"  and  called  on  the 
federal  government  to  "actively  pa 
ipate  in  treaty  standards  organizati 
and  assist  private-sector  U.S.  mem 
bodies  of  non-treaty  international 
standards  organizations  in  both  the 
development  and  advancement  of 
technical  and  policy  positions. 

Last  year  the  U.S.  exported  apf 
imately  $700  billion  worth  of  good 
and  services  worldwide.  Twelve  m 
lion  American  jobs  are  directly  reU  '""P^ 

 I     to  exports,  a 

!     expanding  ti 


Health  care 
reform  is  one 
example  where 
the  U.S.  is  poised 
for  significant 
government 
regulatory  and 
procurement 
changes. 
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is  critical  to 
economy.  Tl 
three  largest 
regional  mar 
for  U.S.  expi 
are  Europe, 
Pacific  Rim, 
Latin  Ameril^i"''': 
Together  thf  «te 
exports  ann 
total  $300  bil 
$200  billion 
!     of  which  is  \ 
the  Europea 
Union.  .Standards  are  fundamental 
to  that  trade. 

It  is  no  longer  sufficient  that  a 
product  have  a  large  market,  be  o 
good  (luality,  and  be  reasonably 
priced.  Before  anything  can  be  tra|iilesirj 
it  must  have  market  access.  It's 
estimated  that  an  additional  $20  t( 
$40  billion  could  be  produced  by 
U.S.  if  we  could  overcome  all  inte 
tional  technical  barriers  to  trade  ~ 
many  of  which  exist  only  for  the  { jjij^j^,^ 
tection  of  domestic  markets  -  and 
which  have  been  proliferating.  M(linicf\ii 
of  these  barriers  result  from  dispai 
ties  in  standards  and  conformity 
assessment  between  the  U.S.  and 
trading  partners. 

The  intellectual  basis  for  world 
wide  economic  cooperation,  open 
kets,  and  world  trade  was  laid  at  B| 
ton  Woods  in  1944  -  the  concepts 
the  International  Monetary  Fund 
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pening  New  Markets  Worldwide 


wIett-Packard  Company 
as  grown  and  prospered 
'cent  years  -  revenues 
.ed  $25  billion  last  year  - 
lOut  the  benefit  of  central 
dination  of  the  compa- 
standards  activities.  But 

is  changing,  as  HP  has 
1  the  huge  ^  

impact  of 


rnally 
osed  stan- 
Is  that  in 
e  cases 

■ide  little  or 

I  

ustomer 

;fit.  Proposed  new  Euro- 
T  eye  safety  standards  for 
t  emitting  diodes  (LEDs) 
i  in  PCs  and  TV/VCR 
ote  controls,  for  example, 


would  have  prevented  the 
sale  of  hundreds  of  millions 
of  dollars  of  otherwise  safe 
HP  products  there. These  and 
similar  surprises  convinced 
HP  to  launch  a  strategic  stan- 
dards management  initiative 
across  the  company. 
Key  to  making  this  happen 
was 

building 
aware- 
ness and 
sponsor- 
ship with 
~]  -senior  management,  business 
units,  and  geographies 
around  the  world  -  no  mean 
feat  in  a  decentralized  culture 
of  98,000  people  producing 
23,000  products  in  120  coun- 


The  best  standards 
are  those  that 
can  generate  entirely 
new  markets. 


tries.  A  Standards  Strategy 
Committee  was  formed  last 
year  -  staffed  from  the  busi 

ness  and  geo-  ^  

graphic  units 
and  chaired  by 
a  senior  stan-  [ 
dards  person 

from  one  of  those  units  - 
along  with  a  15  person  corpo- 
rate standards  department 
directly  funded  by  the  busi- 
nesses. They  insisted  on  a 
contribution  to  their  bottom 
line. "We  have  to  earn  our 
keep,"  explains  Brian  D.  Unter, 
director  of  corporate  external 
standards. "If  we  don't  deliver 
value  to  the  HP  business  units, 
our  department  goes  away." 
HP  seeks  to  gain  leverage 


HEWLETT 
PACKARD 


and  benefit  the  entire  compa- 
ny across  product  lines. The 
best  standards  are  those  that 
J  can  generate  entirely  new 
markets  - 
such  as  digital 
audio  tape, 
which  HP  helped  develop. 
Says  chairman,  president  and 
CEO  Lewis  E.  Piatt,  "Our  con- 
tribution to  the  development 
of  international  standards 
is  critical  to  our  goal  of  man- 
ufacturing and  selling  prod- 
ucts to  satisfy  customer 
needs  worldwide."  HP  will 
continue  to  participate 
aggressively  in  standards 
activities,  which  it  knows  con- 
tribute to  its  impressive  bot- 
tom line  performance. 


low  CAN  WE  UNLOCK  GLOBAL  MARKETS? 


Infrastructure:  Modem  roads,  bridges,  airports,  harbors 
d  water  systems  are  essential  to  worldwide  growth. 

Designed  and  built  by  civil  engineers,  infrastructure 
lites  trade,  creates  jobs  and  wealth,  and  improves  public 
:alth  and  safety. 

U.S.  economic  interests  are  deeply  affected  by  global 
frastructure  growth.  Emerging  markets  in  Asia,  South 
nerica  and  the  former  Soviet  Bloc  desperately  seek  modern 
frastructure  to  attract  trade  and  investment.  Global 
frastructure  renewal  thus  provides  a  huge  market  for  U.S. 
lilders  and  civil  engineers. 

Emerging  markets  also  will  import  more  U.S.  goods  and 
rvices  as  infrastructure  increases  their  prosperity. 

The  good  news  is  that  developing  nations  are  investing 
[00  billion  annually  to  develop  better  infrastructure.  But 
r  the  U.S.,  the  bad  news  is  that  many  emerging  markets  use 
iropean  Union  design  and  constaiction  standards  to  build 
eir  infrastructure. 

Such  standards  erect  formidable  technical  bamers  that 
lut  the  U.S.  out  of  burgeoning  new  infrastructure  markets, 
lis  contributes  heavily  to  Americas  steady  loss  of  marketshare 
overseas  construction.  Much  is  at  stake:  Civil  engineering 


design  and  construction  comprise  Americas  second  largest 
manufactunng  sector,  and  employ  10  percent  of  our  labor  force. 

The  American  Society  of  Civil  Engineers  believes  the 
U.S.  and  world  economies  will  benefit  from  unified  design  and 
construction  standards  that  squarely  satisfy  all  interests — 
including  those  of  the  U.S. 

European  construction  standards  often  dominate  because 
European  governments,  building,  engineering  and  standards 
communities  closely  cooperate  in  funding,  research  and  flexing 
political  muscle.  By  contrast,  the  U.S.  remains  largely 
fragmented.  Our  clout  in  harmonizing  standards  will  grow  only 
when  our  own  private  and  public  sectors  pull  together. 

Civil  engineers  are  helping  forge  that  partnership, 
because  they  design  and  build  the  worlds  infrastructure. 
World  prosperity  depends  heavily  on  modern  infrastructure, 
but  infrastructure  can  achieve  its  vast  potential  only  if 
all  nations  participate  in  setting  standards. 

Founded  in  1852,  the  American  Society  oj  Civil  Engineers 
represents  more  than  116,000  civil  engineers  worldwide. 
ASCE  is  a  fully  accredited  standards-developing  organization. 


and  a  founding  organizational  member 

of  the  American  National  Standards  Institute. 


American  Society  of  Civil  Engineers,  1015  15th  Street.  NW,  Suite  600,  mshmgton,  DC  20005,  202-789-2200  FAX  202-289-6797 


Ifoure  about  to  dive  into  new  ways  of  doing  business 
You  ve  got  a  few  butterflies.  And  plenty  of  questions 
Fortunately,  thousands  have  done  it  before. 


lild 

mi 


lefore. 


And  we  can  show  you  their  blueprints. 


Manulactunng 


Design 


The  challengt's  ol  movin<!;  lo 
new  ways  of  doing  business  are  well 
documented.  But  so  are  the  secrets 
ol  success.  IBM  has  helj)ed  all  kinds 
of  companies  design  multivendor  dient/server  systems 
to  help  them  gain  a  cf)m|)etitive  advantage,  adapt  to 
change  and  get  closer  to  their  customers.  And  we're 
eager  to  shar(>  our  knowledge. 


Company  Data 

e 


LAN 


Order  Entry 


We've  documented  the 
experiences  ol  many  companies  in  our  Client/Server 
Advisor.  It's  a  vast  Lotus  Notes'-based  library  of  proven 
solutions  that  demonstrates  how  others  have  solved 
many  ol  the  problems  you  lace,  and  illuminates  the 
potential  pitfalls.  It  lets  you  look  at  the  challenge  troni 


Can  your  computer  company  do  this? 


every  ane  le,  to  find  real  solutf  P"*' 

^6  _  IT 

that  truly  enhance  your  busines 
We're  prepared  to  dive  in 
you,  putting  knowledge  into  ac 
II5M  is  committed  to  a  wide  variety  of  open  stand 
so  we  can  help  maximize  yoiu"  current  investments  orporatif 
integrate  any  new  technology  you  need.  Whethe 

made  by  IBiM  or  anyone 


'tot 

'ssyste 
P  siaoii; 
!c's  men 


To  exploit  our  experie 
call  1  800  IBM-3;i33,  ext.  JAIIO.  Or  visit  our  web  Woicji 


at  http://www.csc.ibm.com  to  lind  out  how  w 
helped  others  meet 
the  challenge.  Before 
you  make  the  leap. 


Solutions  for  a  small  pla 


Outside  North  America,  please  contact  your  local  IBM  office  Ttie  IBM  home  page  is  located  at  hftp  //www  ibm  com  IBM  is  a  registered  trademark  and  Solutions  for  a  small  planet  is  a  trademark  o'  International  Business  Machines  Corporation  All  other  company  and/or  p( 
names  are  trademarks  or  registered  trademarks  of  ttieir  respective  companies  <&)  1995  IBM  Corporation  All  rights  reserved 
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There  are  only  two  kinds 

of  organizations:  titose 
ttiat  tiave  embraced  tlie  global 
standards  process,  and  those  that  will. 


)rld  Bank  were  developed  there 
hat  spirit  is  largely  gone  today. 
I  the  years  of  negotiations  for 
)rld 

Agree- 
rampant 
alism  and 
alism 
bvious. 
we  face  a 

;lobal   

t  where  governments  and  trad- 
icks  can  distort  the  playing  field 
:hrough  standards  -  erect  trade 
s  that  thwart  the  intent  of 
agreements. 

isider  this  recent  comment  by 
;rmann  Franz,  chairman  of 
ns'  supervisory  board:  "Europe 
et  standards  worldwide  just 
id  in  the  past.  We  must  take 
3t  to  allow  other  countries  and 
5  to  set  international  standards 
ereby  preempt  the  markets 
mselves.  European  standard- 
is  a  tool  for  creating  competi- 
Ivantage...  and  should  come 
linate  the  contents  of  interna- 
standards." 

NIST 

U.S.,  the  American  National 
rds  Institute  (ANSI)  -  a  pri- 
onprofit  membership  organiza- 
coordinates  the  U.S.  voluntary 
rds  system  bringing  together 
vate  and  public  sectors  to 
p  standards  for  a  wide  array  of 
idustries.  Founded  in  1918,  the 
te's  membership  today  includes 
;orporations,  39  government 
es,  and  289  other  organizations, 
e  official  representative  to  the 
ational  Organization  for  Stan- 
ition  (ISO),  the  International 
^technical  Commission,  and 
egional  standards  bodies, 
does  not  develop  standards 
3ut  ensures  that  consensus,  due 
5,  and  openness  -  along  with 
)rocedures  -  are  followed  by 
:ds  of  standards  development 


organizations  as  they  establish  stan- 
dards for  their  respective  industries. 
Many  of  these  are  subsequently 

 I     adopted  as 

American 
National 
Standards, 
currently 
11,500  of 
them. 

ing  the  integrity  of  the  U.S.  voluntary 
standards  system  is  the  most  important 
aspect  of  the  ANSI  mission  to  enhance 


U.S.  global  competitiveness  and  qual- 
ity of  life.  "ANSIs  value  is  as  an 
effective  coordinator  of  American 
standards  policy,  the  accreditation  of 
standards  developers,  and  as  a  vital 
standards  information  resource," 
explains  Sergio  Mazza,  ANSI  presi- 
dent since  1993  and  former  president 
of  Memorex  U.S.A.  "The  U.S.  volun- 
tary consensus  standards  community 
represented  by  ANSI  comprises  a 
unique  American  system:  diverse 
membership,  an  open  and  published 
process,  opportunities  for  public 


Global  Advantage  &  Positioning 


With  $128.4  billion  in 
revenues  and  nearly 
340,000  employees  in  34 
countries, few  businesses 
can  equal  the  reach  of 
Ford  Motor  Company,  the 
world's  biggest  producer 
of  trucks  and  the  second 
largest  producer  of  cars 
and  trucks  combined. 
Early  this  year,  Ford  U.S. 
and  Ford  Europe  became 
Ford  Automotive  Opera- 
tions with  single,  central- 
ized departments  and 
processes.  The  need  to 
grow  drove  the  decision 
to  transform.  More  than 
80%  of  the  world's  popu- 
lation live  outside  Ford's 
traditional  markets.  Ford 

believes  global  ,  

standards  are  i 
key  to  reach- 
ing those 
potential  cus- 
tomers. ' 

With  one  billion  peo- 
ple, China  represents  a 
vast  potential  auto  mar- 
ket. But  what  are  the 
customary  standards, 
even  those  as  basic  as 


human  body  sizes  and 
proportions?  What  is  the 
voice  of  the  customer  in 
a  formerly  command 
economy?  Highway 
infrastructure, fuel  quali- 
ty and  availability,  and 
many  other  factors  - 
taken  for  granted  in  the 
West  -  have  yet  to  be 

fully  deter-  ^  

mined. 

Ford  is 
committed 
to  using 
standards  to 
eliminate 

non-value  '  

added  differences  in  its 
products,  and  to  differen- 
tiate itself  from  the  com- 
petition. It  seeks  to  elim- 
inate costly 
redundancy 
'0^^Kf  and  recerti- 
fication 


possible  coatings  on 
thousands  of  bolt  types. 
Ford  is  saving  millions  of 
dollars.  But  it  didn't  stop 
there.  It  developed  a 
now-patented  bolt  that 
can't  be  cross-threaded 
when  inserted  by 
machines  -  a  new  perfor- 
mance standard  for  Ford 
-  eliminating  other  bolts 


often  required  by  govern- 
ments, seeking  one  stan- 
dard, one  conformance 
test,  one  accreditation, 
and  one  recognition. 

By  standardizing  on 
less  than  20  of  some  130 


Ford  is  coniTnitted  to 
using  standards  to  elimi- 
nate non-value  added 
differences  in  its  products. 

and  dramatically  increas- 
ing quality  and  produc- 
tivity. "Standards  devel- 
opment at  Ford  has 
become  a  competitive 
venture,  fast  paced,  intel- 
lectually demanding, 
results  oriented,  and 
global,"  explains  Keith 
Termaat,  strategic  stan- 
dardization manager. 
"Setting  high  standards 
is  an  essential  principle  - 
high  standards  for  our- 
selves, for  our  company, 
and  for  our  customers." 


The  [print  wherever,  whenever,  and^ 

A  while  ago,  it  tools.  70,000  square  feet  of  all  those  documents  are  stored  on  optical  di^ 

^^^^     valuable  space  to  store  the  millions  of  printed  out  only  when  they're  needed. 

Ska  documents  a  major  computer  company  Now  they  print  one  million  pages  a  day,  t 

needed  for  their  customers.  Not  anymore.  of  the  orders  are  for  five  copies  or  less.  Sine 

Using  Xerox  DocuTech  electronic  publications,  ing  is  preprinted,  it  means  nothing  is  ever 
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DOCUMENT 
COMPANY 

XfROX 

Worldwide  Sponsor 


I't  believe  what  you're  left  with)  Company 


s  customers  get  what  they  need  when  they 
.  What's  more,  they've  cut  costs  from  32 
doUars  a  year  to  three  mihion. 
those  are  results  any  company  would  like 
I  with.  Electronic  publishing  from  Xerox. 


It's  a  simpler  way  to  do  good  work.  To  see  how 
it  can  work  for  your  company,  simply  give  us  a  call  at 
1-800-ASR-XEROX,  ext.  123. 

THE  DOCUMENT  COMPANY 
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We  make  listening  the 
fii'st  standard. 


The  UL  process  for  developing  a  new 
Safety  Standard  or  updating  an  existing 
Standard  is  open  to  a  wide  variety  of  inter- 
ested parties. 

UL  encourages  input  from  inspectors.  Safe- 
ty organizations.  Insurance  groups.  Regulatory 
authorities.  Government  agencies.  Manufac- 
turers. Consumer  organizations,  as  well  as 
interested  members  of  the  general  public. 

We  recognize  the  value  of  bringing  these 
special  and  sometimes  divergent  interests 
together  in  the  Standards  development  and 
revision  process.  After  UL  carefully  balances 
each  opinion  and  resolves  each  issue,  UUs 
Standard  is  published  and  adopted. 

We  believe  this  open  process  is  the  best.  It 
develops  consensus,  while  keeping  safety  the 
#  1  priority.  UL's  goal  is  to  have  a  simple,  easy 
and  efficient  process  that  allows  for  faster  and 
more  thorough  Standards  development. 


History  demonstrates  that  Underwriters 
Laboratories  is  uniquely  qualified  for 
Standards  development: 

•  UL  has  more  than  100  years  of  Safety 
Testing  and  Certification  know-how  and  90 
years  of  Standards  development  and  writ- 
ing experience. 

•  UL  has  developed  and  published  more  than 
650  Safety  Standards. 

•  UL  has  an  established  policy  to  obtain 
ANSI  approval;  nearly  80%  of  eligible  UL 
Standards  are  accepted  by  ANSI. 

•  UL  has  dedicated  more  than  150  research 
and  safety  experts  who  analyze  input,  and 
develop  and  write  Standards. 

•  UL  staff  members  participate  on  more  than 
5  50  standards  committees,  including  all 
20  Code-Making  Panels  of  the  National 
Electrical  Code,  and  on  more  than  120 
international  standards  committees. 


For  a  copy  oj  the  UL  Standards  For  Safety  Catalog  and  for  information  on  the  Standards 
Electronic  Bulletin  Board  Service,  complete  the  reader  service  card  or  fax  us  at  70S- 509-62 19. 


)  1995  Underwriters  Laboratories  Inc  ® 


(Vl)  Underwriters  Laboratories  Inc. 


® 


SPECIAL    ADVERTISING  SECTION 


due  process  and  a  cooperative 
g  relationship  with  federal, 
ind  local  regulating  bodies," 
\e  Hon.  Robert  S.  Walker  (R- 
hairman  of  the  Committee  on 
e  in  the  U.S.  House  of  Repre- 
ves.  "It  is  a  perfect  testament 
genius  of  our  economic  and 
i\  systems.  Its  success  is  mir- 
n  the  high  level  of  acceptance 
:dibility  that  voluntary  stan- 
lave  been  accorded  in  our 
in  the  international  arena,  and 
ain  agencies  of  government." 


Within  the  federal  government, 
the  primary  responsibility  for  coordi- 
nating the  technological  basis  for  stan- 
dards that  help 
accomplish  this 
rests  with  the 
National  Insti- 
tute of  Standards 
and  Technology 
(NIST)-an 
agency  of  the  ' 
Commerce  Department  -  which  pro- 
motes economic  growth  by  working 
with  industry  to  apply  technology. 


measurement,  and  standards  through 
a  focus  on  the  nation's  technology 
infrastructure.  The  inherent  value  of 

 I  infrastructure 

I     and  measure- 


makes  it  easier 


As  a  consumer, 

buying  products  ttiat 
conform  to  standards 
to  comparison  sliop. 


dvocacy,  Innovation  &  Performance 


MP  Inc.  is  the  world 
leader  in  electrical/ 
ctronic  connection 
/ices, found  in  every- 
ngfrom  automobiles 
computers  to  washing 
ichines.  More  than 
If  of  amp's  more  than 
billion  in   

ived 

m  products  that  con- 
m  to  industry  stan- 
rds.  But  don't  equate 
indards  with  a  lack  of 
)duct  innovation:  In 
tents  received,  AMP  is 
long  the  top  25  U.S. 
•porations.  Standards 
I  a  market-driven  phe- 
menon  that  precede 
iny  innovative  prod- 
ts  that  they  describe  - 
netimes  creating  new 
Jrkets  in  the  process  - 
d  become  the  baseline 
on  which  real  value 
ferentiation  can  occur. 
Few  companies  have 
en  as  articulate  or  as 
cal  as  AMP  in  con- 
buting  to  the  national 
5logue  on  the  value  of 


standards  in  competing 
globally  as  a  nation, 
whether  it  be  testifying 
before  Congress  or  advis- 
ing the  U.S.  Trade  Repre- 
sentative. Educating  U.S. 
business  executives  on 
the  importance  of  stan- 

  dards  in  world 

trade -and 
encouraging 
them  to  be  advocates  for 
American  interests  in  the 
international  arena  - 
may  be  even  more  impor- 
tant. Says  I  

William  J. 
Hudson,  Presi- 
dent and  CEO: 
"Companies 
taking  an 
aggressive 
approach  to  ' 
standards  can  derive  a 
critical  competitive 
advantage  in  shorter 
time-to-market  and  a 
higher  'hit'  ratio,  while 
those  that  adopt  a  defen- 
sive posture  of  simply 
creating  products  that 
conform  to  existing  stan- 
dards risk  falling  behind 


on  the  learning  curve." 

amp's  internal  stan- 
dards training  program  is 
recognized  as  a  "best 
practice"  model,  and 
served  as  a  basis  for 
ANSI's  own  national  edu- 
cation and  training  pro- 
gram. Education  begins 
and  ends  from  the  cus- 
tomers' perspective.  It  is 
not  by  accident  that 
amp's  Global  Products 
Standards  department 
reports  to  the  corporate 
vice  president  of  Global 

Standards  are  a  market- 
driven  phenoTneTion 
that  precede  maTiy 
innovative  products. 

Marketing.  Adds  Henry 
Line,  who  heads  the 
department:  "Standards 
are  not  an  end  in  them- 
selves. They  must  be  part 
of  the  company's  global 
market  strategy  and  the 
new  product  develop- 
ment efforts  demanded 
by  our  customers' 
requirements." 


ment  is  that  it 
is  freely  and 
equally  avail- 
able to  all.  We 
take  it  for 
I     granted  that 
when  we  pump  a  gallon  of  gas  at  the 
gas  station,  we  get  a  real  gallon,  and 
that  remains  true  anywhere  in  the 
country.  The  measurement  system  for 
this  traces  back  to  NIST. 

NIST  works  with  industry  and  the 
rest  of  the  U.S.  sector  to  facilitate  the 
private  voluntary  standards  process. 
An  important  step  in  reinforcing  such 
partnerships  occurred  in  July  of  this 
year,  when  NIST  signed  a  memoran- 
dum of  understanding  with  ANSI  to 
enhance  and  strengthen  the  national 
voluntary  standards  system.  "Both 
NIST  and  ANSI  agree  on  the  need 
for  a  national  approach  to  develop  the 
best  possible  international  standards 
to  strengthen  U.S.  competitiveness," 
explains  Dr.  Arati  Prabhakar,  NLST 
director.  Both  organizations  saw  the 
need  for  a  national  strategy  -  not  just 
a  federal  one  -  at  the  international 
standards  negotiating  table,  as  well  as 
the  need  for  an  appropriate  balance 
between  the  voluntary,  open,  consen- 
sus-based standards  setting  process 
and  government  regulation,  especially 
in  health  and  safety  areas.  In  fact, 
NIST  supports  the  federal  govern- 
ment's continuing  movement  away 
from  regulations  to  reliance  on  volun- 
tary standards.  The  intent  of  the 
NIST-ANSI  agreement  is  to  serve  as 
an  anchor  for  the  whole  voluntary 
standards  system,  to  better  coordinate 
that  system  with  the  work  of  the  fed- 
eral government,  and  to  boost  the 
voice  of  the  U.S.  private  standards 
system  in  international  negotiations, 
helping  to  maximize  the  benefit  back 
to  the  U.S. 
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US  PRO 


U.S.  Product 

Data  Association 
Makes  it  Happen 

Future  U.S.  industrial  competi- 
tiveness depends  on  the  devel- 
opment and  application  of  new 
information  technology  standards 
that  are  being  required  by  the 
international  marketplace. 

The  International  Standard  for 
the  Exchange  of  Product  Model 
Data  (STEP),  currently  under 
development,  is  the  most  compre- 
hensive 
informa- 
tion tech- 
nology 
standard 
developed  to  date  for  21st  century 
manufacturing.  Today,  the  U.S. 
Product  Data  Association  (US  PRO) 
leads  the  development  of  this 
standard  in  both  the  national  and 
international  arenas. 

STEP  will  not  only  change  the 
way  we  design,  produce  and  sup- 
port products,  it  will  change  the 
way  we  do  business. 

US  PRO,  through  its  IGES/PDES 
Organization,  is  the  ANSI-accredit- 
ed organization  for  the  develop- 
ment of  standards  for  the 
exchange  and  sharing  of  product 
information. 

When  it  comes  to  STEP,  in- 
dustries worldwide  can  make  it 
happen,  watch  it  happen,  or 
wonder  what  happened.  U.S. 
industry,  through  US  PRO,  is  mak- 
ing it  happen. 

U.S.  Product  Data  Association 
2J22  Merrilee  Drive,  Suite  200 
Fairfax,  VA  22031 

Phone:  703-698-9606 
FAX:  703-560-2752 
E-rnail:  uspro@uspro.fairfax.va.us 


Conformance  and  Quality 

Traders  in  the  world  market  must  be 
prepared  to  satisfy  two  conditions  to 
enter  global  competition:  assurance 
that  the  products  or  ser\  ices  conform 
to  the  standards  of  the  recei\  ing  mar- 
i\ct,  and  proof  of  a  quality  manage- 
ment system  for  products,  ser\  ices, 
and  operations.  15..S.  standards  systems 
must  be  recognized  by  our  trading 
partners  in  .WAF'I.A,  the  European 
linion,  the  Market  of  the  .Americas, 
and  the  Asia-Pacific  Economic  Coop- 
eration if  w  e  are  to  achieve  the  goal  of 
"one  product,  tested  once,  sold  world- 
w  ide."  The  U.S.  does  not  want  to  be 
on  the  recei\  ing  end  of  a  surprise  again 
-  as  it  was  with  ISO  9000  -  where 
European  forces  dro\e  the  agenda. 

As  a  matter  of  national  policy,  we 
want  to  eliminate  w  hat  I  ..S.  Trade 
Representative  Mickey  Kantor  calls 
"sanctuar\-  economies."  .Says  Kantor: 
"We  w  ill  insist  that  the  United  States 
ha\  e  the  same  access  to  foreign  mar- 
kets as  foreign  countries  have  to  our 
markets.  \Vc  can't  engage  in  a  level 
playing  held,  ecjual  trade,  open  up  mar- 
kets and  get  rid 
of  trade  barriers 
unless  w  e  harmo- 
nize standards." 
Motorola's  presi- 
dent and 
Gary  looker 
states:  "To  a 

large  degree,  the  '  

success  of  \  oluntar\  industrs  standards 
will  determine  whether  .American  prod- 
ucts and  ser\  ices  can  survi\  e  in  the 
intense  competition  of  the  global  mar- 
ketplace." Agrees  Prabhakar:  "  The 
strategic  value  of  standards  to  the 
national  economy  is  be\ond  doubt,  and 
the  pace  of  de\  elopment  of  interna- 
tional standards  is  accelerating.  What 
isn't  clear  is  whether  we,  or  someone 
else,  will  get  the  economic  advantage. 
Active  participation  by  American  busi- 
ness in  the  standards  process  in  a 
strategic  sense  is  critical  to  ensuring 
that  we  secure  that  advantage." 


U.S.  Voluntary  Standards  ad 
Conformity  Assessment 

Voluntary  standards  -  open  stan||r 
de\  eloped  by  consensus  and  t 
process  in  the  private  sector  -  pr 
an  essential  framework  (some  wxfai 
argue  they  should  provide  only  a| 
imal  framework),  leaving  the  ma 
mum  possible  room  for  innovati^ 
which  companies  can  add  value, 
ferentiate  themselves,  and  com 
Standards  enable  innovation,  rern 
barriers,  and  facilitate  the  How  o 
information,  products,  and  servi^ 
between  customers  and  suppliei  tt\k 

While  there  is  no  single  inter 
tional  or  nati(jnal  process  for  dev  mil 
ing  standards,  those  that  arise  fr(  llV 
formal,  coordinated,  consensus-lBiftlie 
and  open  process  by  interested 
-  commonly  called  voluntary  co 
sus  standards  -  are  at  the  heart 
lis.  system.  De  facto  or  market 
standards  do  not  always  ensure 
playing  held.  Proprietary'  soluti( 
market  needs  often  do  not  lead 
optimal  economic  benefit  for  the  1  'm. 

 I     econ  tt'ai 

I     Bec£  fiKnc 


"Active  participation  by 

American  business  in 
the  standards  process 
in  a  strategic  sense  is  critical  to  ensuring 
that  we  secure  [the]  advantage." 


Sin: 
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stam 
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mises  among  the  needs  of  divei 
stakeholders,  cooperation  by  all  qixp 
ties  is  required.  When  this  due  \ 
is  followed,  the  standards  that  r 
pro\  ide  economic  benefit  -  incl 
compatibility  and  economy  of  s 
to  the  manv,  rather  than  the  fev 


'Jlijai 


*-'v[i: 


Standards  Developers 

In  the  U.S.,  there  are  more  tha: 
private  standards  developers.  S 
dards  development  organizatiojf 
(SDOs)  are  the  core  of  the  dec 
ized  voluntary  standards  devekj 
process  in  the  U..S.  Most  of  theft 
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quality  assurance  systems  and  for 
whom  an  independent  third  party 
review  seems  unnecessary  and  expen- 
sive at  best.  The  other  approach  is  a 
third  party  assessment  based  on  a 

determination  that 


s  by  open  consensus  and  due 
s  in  their  respective  subject- 
domains  are  accredited  by 
nerican  National  Standards 
te  (ANSI). 
;  of  the  largest  standards 
pment  organizations  is  ASTM, 
lerican  Society  for  Testing  and 
als,  with  nearly  10,000  stan- 
■ecognizxd  and  used  the  world 
liese  cover  fields  from  metals, 
il  services,  and  building  con- 
on  to  environmental  manage- 
plastics,  and  petroleum.  Anoth- 
1  recognized  SDO  is  Underwrit- 
boratories  (UL),  which  provides 
:t  safety  certification  programs 
:rmine  that  products  meet 
ally  recognized  safety  standards. 
!  include  the  .Society  of  Automo- 
rigineers  (SAE)  -  whose  best 
I  standards  include  motor  oil  vis- 
ratings  SAE  lOW-30  and  lOW- 
id  the  National  Fire  Protection 
ation  (NFPA)  -  whose  perfor- 
standards  for  sprinkler  systems 
id  worldwide. 

lity  Assessment 

rmity  assessment  is  the  term 

0  describe  steps  taken  by  both 
acturers  and  independent  third 

1  to  assess  conformance  to  stan- 
A  manufacturer's  declaration  of 
mity  is  one  method  of  achieving 
'his  is  favored  by  many  larger 
inies  with  sophisticated  and 
stablished  internal  testing  and 


Standards 
enable  innovation, 
remove  barriers, 
and  facilitate  the 
flow  of  information, 

products,  and 
services  between 
customers  and 
suppliers. 


a  product  con- 
forms to  a  particu- 
lar standard.  This 
assessment  often 
functions  as  a  seal 
of  approval  that 
can  increase  buy- 
ers' confidence 
that  the  product 
actually  conforms 
to  a  claimed  stan- 
dard. Third  party 
]    assessment  can 
I    ^^1^^  ^1^^  form  of 

product  testing  (by  an  independent 
laboratory),  certification  (against  some 
standard),  or  registration  (e.g.,  ISO 
9000  by  a  quality  systems  registrar). 

Third  party  conformity  assessment 
has  been  growing  in  the  U.S.  It  is 
estimated  that  there  are  some  5,500 
independent,  for-profit  testing  labora- 
tories alone,  double  the  amount  from 
ten  years  ago.  Certification  is  a  form 
of  third  party  conformity  assessment 
-  usually  a  certification  mark  -  that 
stipulates  a  product  performs  to  speci- 
fied requirements.  Underwriters  Lab- 
oratories (UL)  and  the  American 
Dental  Association  are  good  examples 
of  certifiers,  on  electrical  devices  and 
toothpaste  respectively.  For  many 
consumers,  these  "listings"  and  marks 
provide  reassurance  that  the  product 
they  are  buying  is  either  healthy,  safe, 
or  both,  and  conforms  to  the  accepted 
standard. 

The  biggest  growth  in  the  confor- 
mance business  has  come  with  the 
rapid  proliferation  of  registration  for 
quality  management  systems,  which 
has  for  some  time  been  promoted  by 
the  European  Union.  The  Interna- 
tional Organization  for  Standardiza- 
tion (ISO)  9000  quality  system  stan- 
dards are  perhaps  the  best  known.  In 


S(  RA's  Tricleiit  Research  Center 
Cliarleston,  St 


International  standards  are  pivotal  to 
the  global  marketplace.  SCRA  is 
providing  effective  leadership  to 
bring  together  the  diverse  worlds  of 
industry,  government,  and  academia 
to  accelerate  the  development  and 
application  of  international  standards. 


SCRA  provides: 

^  A  track  record  of 
success  in  distributed 
team  management. 

^  Experience  and  results 
in  ISO  10303  STEP- 
based  manufacturing. 

SCRA  -  committed  to  the 

development  and 
implementation  of  critical 

product  standards, 
such  as  ISO  10303,  VHDL, 
EDIF,andIPC. 


For  more  information,  contact: 
Dennis  Allen 
(803)  760-3568 

Visit  our  home  page  on 
the  World  Wide  Web  at 
htlp://www.  stra.org 

SCRA 

.')3U()  International  Boulevard 
N.Charleston,  SC  29458 
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the  ci^lit  years  sinee  its  introduction, 
the  number  of  ISO  WOO  registered 
U.S.  firms  has  grown  to  .^,,S00.  The 
cost  of  such  registration  -  which 
begins  with  the  initial  registration  and 
continues  with  a  periodic  follow-up 
audit  -  is  high.  The  standards  require 
manufacturers  to  document  their  pro- 
duction processes  and  develop  means 
to  improve  them  -  but  they  are  nf) 
guarantee  of  (juality  products.  Rather, 
the  focus  is  on  the  process  of  deliver- 
ing a  product  of  consistent  quality  - 
whatever  that  quality  is. 


The  real  problem  with  quality  sys- 
tem registration  is  its  spiraling  cost  and 
redundancy.  This  places  a  serious  bur- 
den on  U.S.  suppliers,  who  are  increasr 
ingly 

required  by 
either  the 
govern- 
ment or  j 
other  man-  j 
ufacturers 

or  both  to  have  their  cjuality  systems 
registered  by  third  parties.  Because 
multi-national  mutual  recognition 


agreements  are  not  yet  in  place,  t 
are  costly,  duplicative,  and  multipl 
registrations.  ANSI  is  leading  U.S 


'sav ' 


negotiations  on  both  a  bi-lateral  ar  j^j^ 
 ,    multi-Iat  |i„it!; 


The  integrity  of  tlie  U.S.  voluntary 
standards  system  is  tlie  most 
Important  aspect  of  the  ANSI  mission. 


basis  to 


Industry  Leadership  &  Time  to  Market 


With  $64  billion  in  rev- 
enues and  219,000 
employees  worldwide, 
IBM  markets  thousands 
of  products  from  semi- 
conductors to  software 
to  mainframe  computers 
in  more  than  159  coun- 
tries. "IBM's  customers 
are  demanding  open, 
interoperable  systems, 
and  the  way  to  achieve 
that  is  through  stan- 
dards," according  to 
Lawrence  L  Wills,  IBM's 
director  of  standards. 
Defining  what  standards 
are  of  interest  to  the 
company  and  being 
involved  in  external  stan- 
dards activities  is  the 
responsibility  of  the  divi- 
sions and  geographies, 

who  at  any  ^  

given  time  I 
collectively      ]  "^"^ 
field  400  to     I     ~  _EI 
800  individu-  j 
als  (part-time). ' 
The  cost  is  insignificant 
as  compared  to  the  bene- 
fits. "If  you're  not  at  the 
table  participating, you 


don't  have  a  voice  in 
what's  happening,"  says 
Wills  -  who  is  also  Chair- 
man of  ANSI-  "and  you 
are  in  effect  letting  your 
competition  define  what 
your  products  are  going 
to  look  like  In  the  future " 
Active  participation  in 
standards  activities  per- 
mits IBM  to  get  its  own 

technologies  ,  

Into  the 
process,  better 
understand 
where  the 
standards  are 
going,  and 

help  facilitate  '  

speed  to  market.  An  inter- 
national standard  permits 
IBM  to  build  one  product 
and  market  it  worldwide. 
Standards  and  how  they 

are  used  in 
"SI  ^S"      products  are 
^  T  Z_      an  integral, 

increasingly 
formalized  part  of  the 
company's  general  man- 
agement and  strategic 
planning  process. 
In  an  information 


technology  (IT)  industry 
where  historical  4  to  6 
year  product  life  cycles 
have  been  reduced  in 
some  instances  to  12  to 
18  months,  IBM's  chal- 
lenge is  to  ensure  a  more 
responsive  process  and 
compress  the  time  It 
takes  to  get  standards 
approved.  International  IT 
standards  are  being 

"If  you're  not  at  the 
table  participating,  you 
don't  have  a  voice  in 
what's  happening." 

 1  developed  in  less  than  30 

months  and  approaching 
24  months  but  are  still 
not  aligned  with  the  fast 
product  cycles  that  are 
the  hallmark  of  today's  IT 
Industry.  IBM's  participa- 
tion in  standards  bodies 
helps  ensure  that  the 
development  and 
approval  procedures  put 
in  place  are  necessary 
and  value-added  to  both 
industry  and  itself 


achieve ;  ssiom 
one-tim<  ifflf " 
registrat  o^"^'' 
that  will  ''^f''- 

Jos  10  .T 


accepted 


a  global  basis. 

Companies  who  successfully  p 
pose  their  technology  as  the  basis 
an  industry-accepted  standard  avc  ^j^^p^ 
being  relegated  to  an  otherwise  p  ^^^^.^^ 
prictary  and  smaller  niche  market L^.^|j^|; 
ahead  on  the  competitive  learninaLjjfy 
curve  for  that  technology,  and  ma|semcf. 
also  benefit  from  royalties  from  onfsteiii.co 
users.  Says  ANSI's  Mazza:  "The  ifaemiiij 
sage  to  American  industry  is  to  gePufua' 
involved.  When  you're  not  at  theP"'^ 
table,  you  can't  participate  effectir™^ 
and  you'll  have  little  or  no  chancqT^'''''"' 
proposing  your  own  technology  a: 
basis  of  a  national  or  internationa: 
standard.  It  costs  relatively  little 
contribute  to  the  voluntary  stan 
process,  and  the  rewards  can  be 
enormous." 
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Environmental  Manageme 

Another  major  standards 
develop  Wa 
ment  effort  with  profound  con^ 
quences  for  industry  worldwide 
the  proposed  ISO  14000  Enviromj 
tal  Management  Systems  standai^^ 
1991,  the  U.N.  asked  the  ISO  to 
develop  a  management  process  t 
help  safeguard  the  environment 
to  enact  global  standards  for  env 
mental  management  systems  anciunyjjjjj^ 
nations  tools,  from  auditing  to  laiprojeamj, 
to  life  cycle  assessment.  p"'p»v!(lc 

The  business  case  was  simple 
growing  worldwide  desire  by  nai 
and  people  for  better  risk  managN 
ment  and  improvement  in  how  \^ 
manage  the  environment.  A  truf  i{(j5jg|^j 


ADVERTISEMENT 


What  Do  the  Best  Companies  Say? 


say  "we  have  the  best  project 
»ers."  According  to  research  pub- 
in  the  Harvard  Business  Review,  the 
impanies  consistently  attribute  their 
;  to  their  project  managers.  To  pro- 
inagers  who  know  how  to  manage 
t  and  how  to  stay  close  to  the  cus- 
To  project  managers  who  get  better 
;ts  to  more  markets  faster.  Maybe 
vhy  a  leading  business  publication 
y  labeled  Project  Management 
#1. 

Is  a  Project?  A  project  is  a  tempo- 
ideavor  undertaken  to  create  a 
■  product  or  service.  Examples  of 
s  include:  developing  a  new  prod- 
service,  developing  a  new  informa- 
stem,  constructing  a  building,  and 
lenting  a  new  business  process, 
s  are  undertaken  at  all  levels  of  the 
ation  and  can  involve  a  single  per- 
many  thousands.  The  project  man- 
iplies  knowledge,  skills,  tools  and 
jues  in  order  to  meet  or  exceed 
)lders  needs  and  expectations. 

Dan  Your  Organization  Improve 
t  Performance?  One  way  is  to 

:he  standards  defined  by  the  Project 
ement  Institute  (PMI)  in  its  publi- 
A  Guide  to  the  Project  Management 
^Knowledge  (PMBOK). 

senior  management  views 
3ct  management  as  an  essen- 
element  in  our  drive  toward 
nical  excellence.  Our  aerospace 
or  has  adopted  the  PMBOK 
le  as  a  standard  framework  for 
3ct  management." 

Chuck  Schmidt,  Allied  Signal,  Director, 
Center  for  Process  Improvement 

WBOK  Guide  provides  a  basic  refer- 
r  anyone  interested  in  the  profes- 
project  management.  It  is  also  used 
I  to  provide  a  consistent  structure 
Drofessional  development  programs: 


Certification  of  Project  Management  Pro- 
fessionals (PMPs)  and  accreditation  of 
degree-granting  educational  programs  in 
project  management. 

TASC,  Inc.,  a  company  in  the  infor- 
mation technology  business  and  a  strong 
advocate  of  project  management  standards, 
states  its  investments  in  project  manage- 
ment infrastructure,  processes,  and 
professional  certification  training,  all 
pay  dividends. 

What  are  Project  Management 
Standards?  The  Project  Management  Body 
of  Knowledge  (PMBOK)  is  an  inclusive 
term  that  describes  the  sum  of  knowledge 
within  the  profession.  As  with  other  pro- 
fessions such  as  law,  medicine,  and 
accounting,  the  body  of  knowledge  rests 
with  the  practitioners  and  academics  who 
apply  and  advance  it. 

The  PMBOK  includes  knowledge  of 
proven,  traditional  practices  which  are 
widely  applied  as  well  as  knowledge  of 
innovative  and  advanced  ones  which  have 
seen  more  limited  use. 

"Project  management  standards  give 
our  employees  the  knowledge  base 
to  build  upon  and  be  prepared  for 
the  dynamic  business  environment 
of  the  future." 

R.L.  Eastman,  AT&T,  Director 
Government  Programs 

PMI's  PMBOK  Guide  identifies  and 
describes  that  subset  of  the  PMBOK 
which  is  generally  accepted.  Generally 
accepted  means  that  the  knowledge  and 
practices  described  are  applicable  to  most 
projects  most  of  the  time,  and  that  there  is 
widespread  consensus  about  their  value 
and  usefulness. 

Generally  accepted  does  tjot  mean  that 
these  practices  are,  or  should  be,  applied 
uniformly  on  all  projects;  the  project 
management  team  is  always  responsible 
tor  determining  what  is  appropriate  for 
any  given  project. 


Organizations  Using  Project 
Management  to  Achieve  Corporate 
Objectives  A  highly  competitive  global 
marketplace  demands  that  businesses  get 
new  projects  and  business  development 
completed  quickly,  on-time  and  within 
budget.  William  R.  Duncan,  PMP,  a  part- 
ner at  Duncan-Nevison  in  Lexington,  MA 
and  PMI's  Director  of  Standards,  notes 
that  Camp  Dresser  &  McKee  Inc.  (CDM) 
has  developed  its  project  management 
process  using  the  PMBOK  Guide.  CDM 
uses  this  process  to  accelerate  the  schedule 
and  reduce  the  budget  on  its  environmen- 
tal engineering  projects  without  compro- 
mising its  strict  quality  standards. 

From  high-tech  to  insurance.  Fortune 
1000  to  small  business,  project  manage- 
ment is  fueling  much  of  the  successful 
development  ol  exciting  new  business 
enterprises. 

"A  repeatable  project  management 
process  provides  consistent  and 
effective  control  of  projects 
enabling  us  to  better  meet  our  cus- 
tomer requirements  for  information 
technology  services." 

Tom  Block,  EDS  Project 
Management  Consulting 

What  Does  the  Future  Hold?  Project 
management  leadership  has  become  a 
highly  sought-after  skill  applicable  at  every 
level  of  an  organization.  The  standards 
setting  activities  of  volunteers  from  the 
profession  are  making  it  possible  for  orga- 
nizations to  prepare  for  the  higher 
demands  ot  the  future. 

PMI,  a  non-profit  professional  associa- 
tion located  in  Upper  Darby,  Pennsylvania, 
represents  members  worldwide  who  are 
actively  advancing  the  project  manage- 
ment profession. 

For  more  information,  contact  PMI: 

130  South  State  Road,  Upper  Darby, 
PA  19082.  Tel:  (610)  734-3330 
Fax:  (610)  734-3266. 


ire  made  possible  through  the  generous  contributions  of  these  leading  edge  organizations  who  employ  and  advocate  project  management  principles  and  standards: 
BdSigndl  ^  CDM  Camp  Dresser  &.  McKee  Inc.  ^B^^  >^$' 
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Superhighway 
or  country, road? 


r 


make  the  difference. 


Much  has  been  said  about  the  information  superhighway.  How  it  will  change  the  wa\'  people  around  the 
world  find  and  exchange  information  and  ideas.  How  it  will  be  an  engine  for  growth,  learning  and  com- 
merce. How  it  will  allow  us  all  to  connea  at  a  higlier  le\-el.  ♦  Standards  pla\'  an  important  pan  in  paving 
this  higliway.  Making  sure  that  competing  protocols  and  specifications  dont 
become  major  roadblocks  and  slow  it  to  a  crawl.  ♦  AMP  is  proud  to  play  a 
part  in  the  creauon  of  the  global  information  superhighwa)'.  Proud  of  our  over 
36,000  people  worldwide,  who  are  providing  the  physical  pieces  (fi-om  connec- 
tors, cables  and  switches  alJ  the  wa\'  to  wireless  systems)  and  those  participating 
in  the  de\-elopment  of  the  standards  that  will  help  it  reach  its  true  potential. 


Connecting 

Hat  a 
IGHEF 

level, 


AMP  Incoporateci,  Hamsixirg,  PA  1 7105-3608  Contac  .  xr  rc^cn''  'p^"^'-  USA  1  -800-522-6752 
CarBda  905-470-4425.  England  44-1 753-676800  Sir  :  '  Japan  81 ^ 
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ional  effort,  such  as  this,  would 
;mpt  potentially  conflicting  and 
)re  costly  national  or  regional 
)ns  and  standards,  which  were 
beginning  to  emerge. 
:  1993  the  ISO  14000  technical 
:ee,  and  dozens  of  subcommit- 
I  their  working  groups,  have 
idreds  of  times  to  discuss  and 

a  framework  to  address  envi- 
:al  issues.  The  U.S.,  which  has 
pie  involved,  is  represented  by 
Jnlike  the  devel- 
of  ISO  9000  - 
uch  of  American 

was  asleep  at 
ch  -  America  has 
lively  involved  at 
;  from  day  one. 

Cascio,  who 
le  U.S.  Technical 
I  Group  for  ISO 
id  is  IBM's  pro- 


ector  for  envi- 
:al  health  and 
andardization: 
,S.  industry  not 
proactive  this 
und,  we  might 
:  precluded  the 
1  the  part  of 
jfopeans  from 
;nting  a  performance,  vs.  a 
standard,  which  would  have 
:ly  instituted  European  regula- 
nd  technologies  -  for  specific 
emissions  and  pollution  that 
ve  been  in  conflict  with  our 
ional  interests.  In  essence,  it 
ave  created  an  effective  trade 

ISO  9000,  ISO  14000  is  a 
process  management  stan- 
3t  performance  or  quality 
Is.  Neither  are  concerned  with 
quality  itself  -  which  is  the 
of  the  manufacturer  and  its 
rs  -  but  rather  with  the  con- 
of  quality.  ISO  9000  certifica- 
example,  is  a  guarantee  that 
:turers  are  consistent  in  the 
that  they  follow.  This  means 


Companies  who 
successfully  propose 
their  technology  as 
the  basis  for  an 
industry-accepted 
standard... are  ahead 
on  the  competitive 
learning  curve  for 
that  technology. 


written  process  procedures,  consistent- 
ly executed,  that  are  both  communi- 
cated to  and  understood  by  employees 
and  customers  alike. 

Many  in  American  industry  -  if 
they  are  aware  of  ISO  14000  at  all  - 
are  concerned  about  its  costs.  These 
include  not  just  the  cost  of  initial  com- 
pliance and  registration,  but  the  ongo- 
ing costs  of  maintaining  that  certifica- 
tion (or  registration  by  a  third  party). 
If  the  experience  of  ISO  9000  is  any 
indicator,  ISO  14000 
will  indeed  be  very 
expensive,  though  many 
experts  calculate  the 
cost  at  only  half  of  the 
expense  of  ISO  9000 
registration.  For  large 
companies,  that  trans- 
lates into  anywhere 
from  $100,000  to  $1  mil- 
lion per  plant. 

Consider,  however, 
the  alternative:  trade- 
restrictive  and  regional- 
ly-unique performance 
standards  vs.  prescrip- 
tive standards  and  frag- 
mented, uneven  compli- 

1     ance  and  enforcement 

 I 

mechanisms  that  - 
besides  being  a  management 
headache  of  the  first  order  -  could 
triple  the  cost  of  implementation. 
When  seen  against  the  backdrop  of 
ISO  9000  -  when  U.S.  industry  was 
largely  absent  from  the  table,  the  ISO 
14000  process  has  worked  compara- 
tively well  for  us. 

Smart  companies  will  get  involved 
to  ensure  that  this  remains  the  case, 
and  will  anticipate  the  impact  of  and 
prepare  themselves  for  these  environ- 
mental management  standards.  The 
Environmental  Protection  Agency 
sees  ISO  14000  as  a  vehicle  for  joint 
industry  government  efforts  in  finding 
effective  voluntary  approaches  in 
achieving  compliance.  The  most  inno- 
vative among  us  will  also  find  creative 
ways  to  use  ISO  14000  compliance  to 


ISA  Standards 
Impact  Your 
Business  Globally 

The  technologies  represented 
within  ISA  span  nearly  every 
industry  and  ISA.  They  are  essen- 
tial to  the  manufacture  of  prod- 
ucts from  cosmetics  to  cars.  Envi- 
ronmental emissions  control,  qual- 
ity control,  efficient  use  of  energy, 
reduced  wastc.all  rely  on  mea- 
surement and  control  technolo- 
gies; all  are  vital  to  global  competi- 
tiveness. ISA  is  The  International 
Society  of  Measurement  and  Con- 
trol, with  49,ooo  members  in  8o 
countries.  For  20  years,  ISA  has 
been  accredited  as  an  ANSI-recog- 
nized standards  writing  body.  And 
for  over  10  years,  we  have  held  lEC 
Secretariats,  developing  interna- 
tional electrical  standards. 

We  do  more  than  write  stan- 
dards however.  We  offer  creden- 
tialing 

foT  the  professionals  who  work 
with  mea- 
surement 
and  control. 
We  provide 
training 
from  basics 
to  advanced; 
forums  for 
information  sharing;  and  practical 
journals  to  keep  our  members 
up-to-speed  on  the  latest  applica- 
tions for  technology.  ISA,  The 
International  Society  for  Measure- 
ment and  Control.  We  bring  con- 
trol to  manufacturing. 

\SA,  67  Alexander  Drive 

P.O.  Box  1227J 

Research  Triangle  Park,  NC  27709 

Phone:  (gig)  $49-8411 
Fax:  (gig)  549-8288 
INF0@ISA.ORG 
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Nortel  Committed  to 
Voluntary  Standards 

ortel  is  one  of  the  world's  most 
diversified  developers  of  commu- 
nications  products,  systems  and  net- 
works in  the  enterprise,  wireless  and 
carrier  network  markets.  Nortel  pro- 
vides equipment,  services  and  net- 
work solutions  for  information, 
entertainment  and  communications 
networks  operated  by  telephone 
companies,  personal  and  mobile 
telecommunications  companies, 
cable  TV  companies,  corporations, 
governments,  universities  and  other 
institutions  worldwide. 

Nortel  and  its  R&D  subsidiary, 
BNR,  are  committed  to  the  develop- 
ment of  timely,  open,  public,  volun- 
tary standards  that  promote  the 
growth  and  competitiveness  of  the 
worldwide  telecommunications  and 
information  technology  industries. 

Accordingly,  we  actively  partici- 
pate in  the  key  telecommunications 
and  information  technology  stan- 
dards committees  in  ANSI,  the  ITU 
and  ISO/IEC,  with  the  objective  of 
fostering  growth  in  global  markets. 
We  strongly  support  partnering 
between 


N&RTEL 

World  of  Networks 


newly 

formed 

industry 


consortia  and  forums,  such  as  the 
ATM  Forum  and  the  traditional, 
accredited  standards  bodies,  to 
assure  that  a  single  set  of  high-qual- 
ity interoperability  specifications  is 
developed  to  support  the  rapid 
deployment  of  new  technologies  in 
the  competitive  marketplace. 

To  discover  more  about  Nortel, 

reach  us  at  1-800-4  NORTEL 

or  on  the  Internet  at 

http://www.nortel.corn. 

©1995  Northern  Telecom. 
Nortel  is  a  trademark  of  Northern  Telecom. 


on  the  process 


demonstrate  to  customers  that  -  when 
it  comes  to  the  environment  and  safe- 
ty -  they  are  well  managed  and  good 
corporate  citizens.  As  we  approach 
the  end  of  the  millennium,  businesses 
will  find  that  being  "green"  is  just 
good  business. 


Strategic  Standardization 
and  Enlightened  Self  Interest 

One  of  the  most  successful  American 
exports  has  been  software,  and 
Japan  has  been  a  crown  jewel  for  us  in 
that  regard  -  $2.7  billion  in  1 W4 
alone.  Until  last  month,  there  was 
widespread  concern  that  Japan's  Min- 
istry of  International  Trade  and  Indus- 
try (MITI)  would 
rec|uire  that  foreign-  I 
made  software  be       [      TtlC  fOCUS  IS 
certified  by  the 
imique  standards  of 
the  Japan  Accredita-    i     Of  delivering 
tion  Board  (JAB).        |       a  pFOdUCt 
Because  they  alone     i     of  COnSiStOHt 
can  perform  the  ; 
conformity  assess-       |  (|U3llty. 
ment  tests  and  certi-  ', 
fy  that  products 

meet  their  standard,  the  reasoning 
went,  the  Japanese  are  in  a  position  to 
gain  access  to  our  software  expertise. 

I'Ortunately,  this  concern  has  been 
allayed.  The  U.S.  -  led  by  the  private 
and  public  representatives  of  ANSI  - 
has  successfully  conchaled  an  agree- 
ment on  the  role  of  international 
standards  and  established  a  common 
set  of  principles  and  procedures  to 
guide  the  development  of  conformity 
assessment  approaches  for  software 
sales  in  Japan. 

In  wireless  digital  commimications, 
the  Europeans  pulled  ahead  with  their 
Groupe  Speciale  Mobile  (GSM)  stan- 
dard. Until  recently,  U.S.  cellular  com- 
panies were  still  quibbling  over  com- 
peting digital  standards.  While  not  the 
only  reason  P>urope  is  ahead  -  they 
don't  have  the  drag  of  the  huge  U.S. 


it 


analog  infrastructure  -  with  the  g( 
metric  growth  curve  of  digital  cell 
customers  in  Europe  (a  10  to  1  ra 
over  the  U.S.),  the  GSM  standard 
dominated  the  wireless  world. 
Because  U.S.  indu.stry  could  not 
develop  a  consensus  position,  Eu  K?) 
pean  providers  were  poised  for  a 
windfall.  Now,  however,  U.S.  ma: 
facturers  are  playing  a  leading  rol 
the  next  level  of  frequency  band: 
which  will  help  gain  a  stronger  gl 
position  for  U.S.  products. 

Examples  such  as  these  undei 


ii 


m 


bed 


the  importance  that  standards  ca 
as  technical  barriers  to  trade  -  b'j 
means  uni(|ue  to  Japan  and  Eurc 
and  serve  as  a  clarion  call  that  th  toi 
price  of  free  and  open  world  mai  isl 
rec]uires  more  than  government-  sti 
tiated  trade  agreements.  For  Am  ifo 
business,  it  retiuires  the  commit  bn 
and  active  participation  in  the  U  ;tri 
voluntary  standards  system  -  the  jiot 
in  the  world  -  business  helping 
ness  out  of  enlightened  self  inte 

The  most  enlightened  corpoi  jsed 
have  established  strategic  standi 
tion  programs  to  ensure  that  a  st 
dards  policy  is  an  integral  part  0 
corporate  and  business  strategy, 
not  just  among  large  corporation  Waifj^^ 
a  mediimi-si/.e  company,  we  sirr  kj^^^^ 
had  to  get  involved  in  the  proce 
trying  to  influence  the  writing  0  n^ij^^^. 
dards,  and  of  understanding  wh 
issues  really  are,"  explains  J.  Ha  li| 
Kiuge,  chairman  of  Automatic  S  nw^^^^^ 
Co.  "If  you  are  not  involved  in 
dards  or  standards-setting,  you 


enti 

3tioili.( 

teams  e. 
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side  and  the  competition  will 
ly  with  your  business."  William 
;ill,  executive  vice  president 
ef  financial  officer  of  Polaroid 
'Strategic  standardization  is  a 
lental  dimension  of  our  corpo- 
itegy  without  which  we  could 
w  our  global  market  share." 
;ht  add  that  in  the  wealth  of 
today,  there  are  only  two 
f  organizations:  those  who 
nbraced  the  global  standards 


process,  and  those  that  will. 

Written  hy  Robert  L.  Howie,  Jr.,  vice  pres- 
ident of  International  Systems  Services 
Corporation  (ISS),  which  partners  with 
clients  worldwide  to  deliver  business 
results  through  change  mobilization  and 
information  technology.  1.800.DIAL  ISS 
or  rhowie@800.diaHss.com  TSr^ 


Design  and  art  direction  by  Shostak 
Studios,  Inc.,  New  York. 


efining  Product  &  Service  Delivery 


leritech  keeps  13 
lillion  customer:  in 
:h  through  tele- 
ne,  cellular,  paging, 
I,  video,  and  informa- 
networks.  Some 
00  employees  of 
Baby  Bell  helped 
;rate  $12.6  billion  in 
nues  last  year 

iritech  I  

tered  \ 


Ameritech  w/ants  to 
reduce  customers' 
uncertainty  that  a  new 
product  or  service  will 
interoperate  with  their 
existing  ones  and  be 
compatible  with  their 
lifestyle.  In  voice  mes- 
saging, business,  wire- 
less, and  residential  cus- 
tomers each  employ  dif- 


□r,  cross- 
tional 
ership 
ns  to 
y  four 
.ion  ' 
s  critical  to  corpo- 
growth  in  a  rapidly 
iging  technological 
ronment  with 
;ased  customer 
!Ctations.  One  of 
e  teams  examined 
dardization  to  bet- 
inderstand  the  fun- 
ental  connection 
\/een  standards  and 
product  develop- 
it  and  service  deliv- 
rheir  findings:  to 
Dt  strategic  stan- 
lization  as  a  key 
ness  policy 


DetermiTiing  early  the 
right  standards  to  use  can 
accelerate  the  adoption 
of  new  products. 


ferent  codes  to  perform 
the  same  function.  A  set 
of  common  codes  would 
reduce  confusion.  Deter- 
mining early  the  right 
standards  to  use  can 
accelerate  the  adoption 
of  new  products  sooner 
The  lack  until  recently  of 

a  commonly  ^  

accepted  signa'-  I 
ing  standard  for  ; 
screen  phones,  | 
for  example,  ' 
delayed  their  successful 
introduction.  Once  a 
standard  was  agreed 
upon  -  the  Analog  Dis- 


play Services  Interface 
(ADSI)  -  manufacturers 
could  be  assured 
enough  market  volume 
to  produce  screen 
phones  that  could  retail 
for  under  $200.00  -  a 
condition  for  wide- 
spread consumer  accep- 
tance. 

Explains  Michael  G. 
Gorman,  who  oversees 
standards  for  the  com- 
pany, "We've  moved 
from  viewing  standards 
as  a  technical  concern 
to  seeing  them  as  a 
basic  customer  and 
marketing  issue.  If  we 
can  involve  end  users  in 
standards  development 
-  in  the  process  making 
the  standards  more 
accepted  by  manufac- 
turers -  we  can  increase 
American  competitive 
advantage."  Ameritech  - 


through  its  active  par- 
ticipation in  national 
standards  development 
policy  -  is  seeking  to  do 
just  that. 


Are  Your 
Competitors 
Stacking 
The  Deck? 


If  you  are  not  treating  standards 
as  a  management  tool,  you  may 
be  giving  your  competition  the 
opportunity  to  set  the  rules  at 
your  expense.  By  not  participating 
in  the  U.S.  voluntary  standards 
system,  you  allow  competitors  to 
influence  business  issues  and 
gain  an  edge. 

Your  option  is  to  become  involved 
by  joining  other  leading  U.S. 
businesses,  organizations,  and 
government  bodies  in  the  ANSI 
Federation.  As  an  ANSI  member, 
you  can  help  influence  domestic 
and  international  policy  on  stan- 
dards and  trade  issues.  You  can 
compare  how  your  company 
manages  standardization  with 
some  of  the  "best  in  class". 
You  can  stay  informed  on  future 
trends  that  impact  your  business. 

Get  involved  today  and  network 
with  leaders  in  business  and 
industry  tomorrow.  For  more 
information,  contact: 

American  National  Standards  Institute 

Membership  Department 
11  West  42nd  Street 
New  York,  NY  10036 
Tel:  212-642-4948 
Fax:  212-398-0023 
Email:  sbose@ansi.org 


SEEMS  OUR  MOST  ORIGINAL  IDEAS 


ARE 


RECYCLED. 


Bluer  sky,  greener  grass,  cleaner  air.  These  are  elements  we  see  in  the  vehicles 
we're  developing  at  FORD  MOTOR  COMPANY.  Like  the  Synthesis  2010.  A  car 
whose  bo  dy  is  made  oj  100%  RECYCLABLE  aluminum.  Which  is  just  as  strong 
as  steel,  yet  gentler  on  the  gas  pump.  Today,  Ford  is  an  industry  LEADER  in 
aluminum  Jabrication  and  RECYCLED  plastics.  It's  all  part  oJ  our  continuing 
effort  to  build  ENVIRONMENTALLY  RESPONSIBLE  cars  that  combine  even 
better  fuel  e  c  o  n  o  my  and  H I G  LL  RECYCLABILITY.  We  believe  this  visionary 
thinking,  powered  by  the  latest  technology,  will  make  cars  and  trucks  safe  on 
the   road   and  the   ENVIRONMENT.    Which   has   always   been   our   original  idea 


Ford     ♦    Ford  Trucks 


Lincoln     •  Mercury 


Q_U  A  L  I  T  Y     IS     JOB  1 


ople 


lATORS 


WE  RUGRATS' 
EAL  MOM  AND  DAD 

ky  and  Csupo  bring  high  style  to  TV  cartoons 


rhen  Arlene  Klasky  and  Gabor 
Csupo  met,  it  was  a  fluke.  It 
was  1979,  and  Klasky,  a  graph- 
ic designer  from  California, 
acationing  in  Sweden.  Csupo,  a 
irian-born  animator,  had  made 
lolm  his  home  after  fleeing  com- 
n  in  1975  by  walking  for  two  and 
hours  though  a  tunnel  fi'om  Yugo- 
to  Austria.  The  pair  soon  mar- 
ittled  in  Los  Angeles,  and  in  1982 
1  an  animation  and  graphic  de- 
)mpany,  Klasky  Csupo  Inc.,  in  a 
room  of  their  home, 
lough  they're  now  ending  their 
ige,  having  filed  for  divorce  in 
y,  the  pair's  professional  coUabora- 

M  THE  FOLKS  WHO  MADE 
r  SIMPSON  YELLOW 

ariimating  the  first  three  seasons  of 
impsons,  Arlene  Klasky-  and  Gabor 
» have  launched  a  string  of  ani 
1  creations: 

ilATS  Now  in  its  fifth  year  on 
Blodeon,  this  baby's-eye  view  of 
/orld  has  won  three  Emmys. 

mil  REAL  MONSTERS 

ing  its  second  season  on 
siodeon. 


tion  is  stronger  than  ever.  Their  Holly- 
wood studio  today  employs  more  than 
200,  is  animating  three  TV  shows,  work- 
ing on  a  movie  deal,  and  pumping  out 
animated  ads.  Another  Klasky  Csupo 
creation,  Rugrats,  is  the  No.  1  cable 
kids'  show.  Credit  in  part  an  unprece- 
dented wave  of  growth  in  demand.  "The 
amount  of  animation  done  in  the  golden 
age  of  animation  was  insignificant  com- 
pared to  what's  being  done  now,"  says 
Harvey  Deneroff,  editor  of  Tke  Anima- 
tion Report,  an  industry  newsletter. 
Says  Klasky:  "Were  we  ever  in  the 
right  place  at  the  right  time." 

Credit  also  goes  to  the  duo's  distinc- 
tive look — loose,  hip,  high-quality  ani- 


mation. Their  break  came  in  1988,  when 
the  studio  was  hired  to  animate  one- 
minute  shorts  of  The  Simpsons.  While 
Simpsons  creator  Matt  Groening  con- 
trolled tone  and  style,  it  was  Klasky 
Csupo  that  made  Bart  Simpson's  skin 
yellow  and  Marge's  coif  blue. 
"HOUSE  STYLE."  After  TIw  Simpsoris  be- 
came a  series,  Klasky  Csupo  animated  it 
for  thi'ee  seasons.  About  the  same  time, 
the  couple,  who  by  then  had  two  sons, 
submitted  an  idea  to  Viacom  Inc.'s  Nick- 
elodeon, which  was  on  a  $40  million  cam- 
paign to  create  original  animation.  The 
idea — for  a  show  depicting  the  world  as 
experienced  by  babies — became  Rugrats, 
a  three-time  Emmy  winner  A  second 
Nickelodeon  show,  AAAHHH  Real 
Mo7isters,  now  in  its  second  season,  fur- 
ther established  the  studio's  offbeat,  ir- 
reverent approach.  "They  have  a  house 
style,"  says  Linda  Simensky,  an  anima- 
tion executive.  "Whatever  they  do,  you 
can  tell  it's  them." 

That  style,  Csupo  boasts,  has  "con- 
quered television."  Now  43,  he  looks 
thoroughly  Califomian:  His  standard  of- 
ficewear  is  shorts,  open  shirt,  and  one 
ghttering  earring.  But  his  eye  remains 
international.  The  studio's  staff  ranges 
from  recent  U.  S.  art-school  grads  to  an- 
imators who  worked  a  neai- 
lifetime  in  Russia.  "Gabor 
just  has  very  good  taste," 
says  Joe  Ansolabehere,  a 
writer  on  Rugrats 
and  other  Klasky 
Csupo  projects. 
"He  has  the 
ability  to 
find  talent- 


KMAN  Strictly  for 

nups,  the  adventures  of 
'oul-mouthed  private 
are  the  cornerstone  of 
Network's  image- 
ing  Saturday  night 
;dy  lineup. 

TO  BUGiTO  The  duo's 
rday  morning  network 
<through  premiered 
.  16  on  CBS.  For  the 
time,  they  own  licens 


People 


Missed  the  chance  to  talk  with 
Netscape  co-founder  Marc 
Andreessen  when  he  was  the 
guest  of  a  Business  Week  Online 
live  conference?  Or  maybe  you 
were  away  when  BW  economist 
Bill  Wolman  gave  his  latest 
investment  advice. 

It's  not  too  late  to  find  out  what 
they-and  other  important  news- 
makers-had to  say  about  today's 
top  issues.  Just  log  on  to 

Business  Week  Online 
on  America  Online  and 
download  the  tran- 
script of  any  of  our 
past  conferences. 

Here's  a  sampling  of 
what  you'll  find-and 
remember,  we're  add- 
ing more  every  week: 


-  r  1 


Hot  Growth  Companies 

Insights  on  investing  in 
small  companies  from  Gary 
Pilgrim  of  PBHG  Growth 
Fund— 5/14/95 

Ford's  New  Taurus 

Atop  Ford  engineer  takes 
the  sleek  '96  Taurus  for  a 
cyberspin— 7/27/95 

Investing  in  High  Tech 

How  to  navigate  in  this 
sizzling  market,  with 
John  Levinson  of  Lynch  & 
Mayer— 8/21/95 

Windows  95  vs.  Mac 

It's  Dan  Gookin  (Win95) 
facing  off  against  Bob 
LeVitus  (Mac)  in  a 
rousing  debate — 9/11/95 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 


A  M  E  Ryl^C  A 


ed  people  and  use  them  better  than  any- 
one I  know." 

Klasky,  for  her  part,  concentrates  on 
stoiy  lines.  And  despite  Rugrats'  slight- 
ly subversive  tone — the  overbearing 
character  Charlotte,  cell  phone  glued  to 
her  ear,  is  enough  to  put  any  working 
mom's  teeth  on  edge — she  is  firm  about 
her  desire  to  "do  something  ever  so 
slightly  educational"  for  kids.  Indeed, 
last  year's  Passover  episode — in  which 
diapered  protagonist  Tommy  intoned 
"Let  my  babies  go!" — garnered  a  re- 
view in  The  New  York  Times.  While 
much  of  Santo  Bugito,  the  studio's  new 
CBS  Saturday  morning  show,  is  given 
over  to  bug-centered  humor,  Klasky  is 
proud  of  periodic  intrusions  by  the  Pro- 
fessor, a  clipboard-toting  purveyor  of 
the  odd  educational  fact. 
QUIRKY  TASTE.  As  a  working  mom  her- 
self, Klasky  describes  her  tyjjical  day 
as:  "exercise,  kids,  work,  pick  the  kids 
up  from  school,  homework,  fax  machine, 
phone  calls,  reading  all  the  scripts,  and 
talking  to  our  ceo  and  executives  at 
night  after  the  kids  are  in  bed."  Bran- 
don, 7,  and  Jarrett,  10,  have  inspired 
much  of  their  parents'  work.  During  a 
vacation  at  a  Mexican  Club  Med,  Klasky 
says,  Brandon  became  mad  about  mari- 
achi  music.  One  result  is  the  Latin 
sound  of  Santo  Bugito.  Inspiration  also 
comes  from  collaborators'  kids:  Rugrats' 
Tommy  is  named  after  the  son  of  pro- 
ducer Paul  Germain,  who  oversaw  that 
show's  first  three  seasons. 

Csupo's  quii'ky  taste  has  at  times  been 
a  tough  sell.  He  shopped  around  an  idea 
based  on  the  underground  comic  Duck- 
man  for  a  year  before  financing  the 
$400,000  pilot  himself  After  the  pilot 
was  enthusiastically  received  at  Euro- 
pean animation  festivals,  Viacom's  Para- 
mount Domestic  Television  decided  to  fi- 
nance the  show.  One  of  the  few  animated 
series  for  adults,  Duckman  is  a  spoof  of 
the  likes  of  Daffy  and  Donald  Duck — a 
cursing,  cigar-smoking  private  eye.  Rod 
Perth,  president  of  usa  Networks  Enter- 
tainment, which  has  made  Duckman  the 
cornerstone  of  its  upcoming  Saturday 
night  comedy  lineup,  calls  the  series 
"critical"  to  the  channel's  search  for  a 
look  that  stands  out  in  the  cable  crowd. 

While  Klasky  Csupo  is  privately  held 
and  does  not  disclose  revenues  or  prof- 
its, this  year's  slate  of  animation  pro- 
duction—26  episodes  of  AAAHHU  Real 
Monsters,  22  of  Duckman,  and  13  of 
Santo  Bugito — alone  should  generate 
more  than  $21  million  in  revenue  for 
the  studio.  Profitable  since  it  won  The 
Sim,psons  in  1988,  the  company  gets 
more  than  10%  of  its  revenues  from 
products  other  than  animated  series. 


such  as  commercials  and  rock  vi- 
Santo  Bugito  could  mark  a  b 
through  for  the  studio.  Eariier  ^l 
were  owned  outright  by  Nickelc 
and  Paramount.  But  Sa7ito  Bugi . 
nanced  half  by  CBS  Inc.  and  half  b. . 
ropean  investors,  is  the  first  pro 
Klasky  Csupo  owns.  That  gives  thi 
entry  into  the  potentially  lucrative  i 
of  merchandising.  Soon  to  hit  store 
Santo  Bugito  ant  farms,  T-shirt^ 
stickers — all  paying  an  average  rg: 
of  10%  to  the  studio,  which  will 
over  half  to  a  licensing  fii-m. 

Now  under  discussion  is  the  st; 
fu'st  full-length  feature  film;  the  j< 
runner  seems  to  be  a  Rugrats  x 
produced  by  Paramount.  It  is  ironii* 
even  as  Klasky  and  Csupo  stand  ( 
brink  of  their  biggest  successes 
are  ending  their  16-year  mar 
While  neither  would  discuss  their 
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A  Klasky  day: 
"ExercisejkidSjWO 
pick  the  kids  up  fn 
school,  homework . 


mo. 


Pow 


up,  present  and  fornier  colleagues  s 
hasn't  affected  their  work  and  th: 
two  generally  handle  different  p;t 
the  business. 

What  may  affect  their  worl 
some  foiTner  employees,  is  an  inci  t 
emphasis  on  business  issues  as  tl 
dio  has  gi'own.  Klasky  and  Csu] 
they're  as  focused  as  ever  on  cre;i\ 
That's  an  important  image  to  ma  t 
given  the  exploding  demand  for  !; 
animators.  Theatrical  successes  ; 
The  Lion  King,  which  earned  Ifsn 
an  estimated  .$600  million,  havejvc 
major  motion  picture  studio  rampif 
a  slate  of  animated  featui'es.  Fox  n 
casting  Co.,  we  Network,  and:; 
groups  are  featuring  animation  i> 
seven  days  a  week,  and  CD-ROM  i; 
facturers  are  adding  to  demand. 

Othei-s  in  the  industiy  agree  th 
cess  hasn't  spoiled  Klasky  and  s' 
"It's  nice  to  see  artists  running 
dio,"  says  John  Kricfalusi,  creto 
Nickelodeon's  first  animated  smai.,  - 
Reyi  &  Stimpy  Show.  Howard  Btei 
Ruffrats  director,  also  likes  seeingUti 
in  charge.  Csupo,  he  says,  "wouLia 
er  close  his  doors  than  create  dn 
far,  that  policy  seems  to  be  pa; 
beautifully. 

By  Nanette  Byrnes  in  Ho 
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His  name  is  Network.  Tell  him  what  you  need  and  he'll  get  it  for  you. 


Public  funding,  global  competition,  public 
lucation  —  everyone  is  talking  about  the  need 
r  change.  But  what  s  the  cost  to  your  company? 
in  Business  Week  and  the  Presidents,  CEOs 
id  Chairmen  of  America's  most  prestigious 
rporations  for  face-to-face  interaction  and 
scussion  on  how  corporate  America  is  rising  to 
eet  these  new  challenges. 

Attendance  is  by  invitation  only.  P^or  more 
formation,  please  call  Julie  Terranova,  Registrar, 
isiness  Week  Executive  Programs,  (<S()())  682-6007. 


Featured  speaker: 
Geiien//  Colin  Po^ircll 
Former  CluiiriiKiiK 
U.S.  Joint  Chiefs  of  S faff 


he  1996  Business  Week  Presidents  Forum 

'^Can  America  Really  Change?'^ 


JANUARY  17-21,  1996.  HYATT  GRAND  CHAMPIONS  PALM  SPRINGS,  CA 
Af  the  Bob  Hope  Chrysler  Classic,  A  PGA  TOUR  event 

In  association  with:  With  support  from: 

T/ie  American  Institute  of  Architects  Georgia  Department  of  Industry, 
BMW  of  Nort/i  America,  Inc.  Trade  <S  Ton /ism 

Thomas  Group,  Inc.  Wharton  Executive  Education 
Zenith  Data  Systems 
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HOME  SWEET 
MOVIE  PALACE 


You've  got  the  iiight  off, 
and  you'd  love  to  es- 
cape   into    a  good 
movie.  You  want  that  big- 
screen  experience  and  those 
special  effects  that  make 
you  feel  like  you're  siu'- 
rounded  by  the  ac- 
tion.   But  when 
you  consult  the     '  f€ 
local  movie 
guide,    nothing  '  _ 
fits  the  bill,  or  the 
times  don't  work.  Or  maybe 
you  just  don't  want  to  share 
the  same  space  with  a  bunch 
of  noisy  teenagers. 

This  is  the  moment  when  a 
home  theater  starts  making 
sense.  The  amount  of  enter- 
tainment available  to  you  in 
the  home  is  staggering. 
There's  cable  and  broadcast 
TV  as  well  as  the  entire  in- 
ventory of  your  local  video 
store.  If  you  want  to  invest 
about  $700  for  a  dish,  you  can 
obtain  your  progi'amming  di- 
rectly from  space  via  one  of 
the  new  digital  satellite  sys- 
tems— getting  the  best  pic- 
ture and  sound  available. 
Couple  any  of  those  choices 
vdth  modem  video  and  audio 
technology,  and  you  can  re- 
produce the  sensations  of  a 
real  theater  without  b)'eak- 
ing  the  bank. 

TRIPLE  PLAY.  The  idea  of 
building  a  home  theater  may 
seem  daunting  at  fii-st.  After 
all,  some  video  fanatics  have 
even  tacked  on  media  rooms 
to  theii'  houses.  But  nobody 
is  asking  you  to  replicate  Ra- 
dio City.  Generally  speaking, 
you  should 
be  able  to  fit 
all  the  com- 
ponents re- 
quired into  an  average  living 
room  or  den. 

While  true  behevers  can 
watch  costs  soar  into  five  fig- 
ures, you  can  assemble  a  de- 


HOME 

ENTERTAINMENT 


cent  system  for  a  fraction  of 
that.  You  already  may  have 
some  of  the  necessary  equip- 
ment, such 
as  a  TV  or 
stereo  re- 
ceiver. If  so, 
then  it  may  only  be  a  matter 
of  adding  one  or  two  ele- 
ments, such  as  extra  speak- 
ers— which  can  be  done  for 
as  little  as  $1,000.  If  you  need 


a  larger-screen  TV  plus  some 
other  pieces,  expect  to  spend 
$1,500  to  $5,000. 

The  best  way  to  approach 
the  idea  of  a  home  theater  is 
to  break  it  down  into  three 
parts:  source,  screen,  and 
sound.  Consider  the  source. 
Nearly  everyone  has  a  video- 
cassette  recorder.  But  for 
home  theater,  you'll  need  a 
hi-fi  VCR,  which  by  definition 


has  separate  outputs  i 
video  and  left  and  rijjl 
channels   for  sterecJ". 
sound. 

Another  video  souie 
laser-disk  player.  Pnei  ' 
depending  on  feature, 
expect  to  pay  arouii 
for  an  auto-reverse  m 
that  plays  both  sides)! 
disk  automatically.  Th-e 
chines  offer  a  better  M 


VCR — roughly  400  vs. 
es  of  horizontal  reso- 
-as  well  as  CD-quality 
The  downside  is  that 
ieo  stores  rent  laser 
they're  expensive  to 
nd  they  don't  allow 
ng.  Also,  the  12-in. 
iisk  is  likely  to  be 
i  late  next  year  by  a 
deo  CD  with  an  even 
picture. 

lird  choice  of  source 
il  is  the  digital  satel- 
tem  currently  offered 
.  and  Sony  for  about 
lot  including  installa- 
lie  high-quality  digital 
is  received  by  an  18- 

that  is  less  obtnisive 
typical  outdoor  TV  an- 
Dii'ect-broadcast  satel- 
tems  are  also  available 
'rimestar.  Its  dish  is 

but  Primestar  will 
le  geai;  I'olling  the  cost 
nonthly  bill  comparable 
e  TV  rates.  Competing 
IS  are  due  from  Al- 
•  and  Echosphere  next 

AND  MIRRORS.  While 
n  get  by  with  a  27-in. 
)ving  up  to  a  larger 
size  is  worth  it.  Di- 
TVS  use  the  tradi- 
;rt  display  and  top  out 
in.,  the  one  exception 
a  40-in.  model  from 
ishi.  Of  coiu"se,  the  big- 
e  screen,  the  greater 
t:  An  RCA  32-in.  model, 
2750AT,  Usts  for  $1,649, 
iCA's  35-in.  G35851LA 
r  $2,499. 

!en  sizes  over  40  in. 
ixclusively  on  projec- 
Vs — you  just  can't 
1  glass  tube  any  big- 
'ojection  TVs  use  sep- 
;olor  tubes  and  a  va- 
tf  mirrors  to  enlarge 
cture.  While  projee- 
rvs  are  physically 
than  direct- view  T\'s, 
is  not  as  big  an  is- 
3  you  might  think, 
new  projection  TVs 
re  the  same  front-to- 
s  direct-view  models, 
y  don't  eat  up  addi- 
floor  space.  Toshiba's 
$4,495  TP61E90  is 

CTURE:  A  35-in. 
-view  screen 


only  27  in.  deep.  Projection 
TVS  also  lend  themselves  to 
discreet  in-wall  installations. 
Of  course,  some  are  practi- 
cally walls  themselves,  the 
biggest  being  an  80-in.,  $8,000 
monster  from  rca. 

Historically,  dii'ect-view  tvs 
have  delivered  a  better  pic- 
ture than  projection  TVs,  al- 
though the  gap  between 
the  two  is  closing  quickly. 
Still,  brightness  levels, 
resolution,  and  off-axis 
viewing  tend  to  be  better 
on  direct-view  models. 

Perhaps  the  most  com- 
plicated bit  of  business  is 
the  sound  system.  To  du- 
plicate the  movie  theater 
experience,  you  must  be 


Casting  Call 


BASIC  VIDEO  A  hi-fi  videocassette  re 
corder  with  left-  and  right-channel 
audio  outputs  ($250-$600) 


THE  STEP-UP  Laser-disk  players  offer 
better  picture  and  sound  than  video- 
s™nde^i  by"spelkei"^.    ^3_PA  auto-reverse  m_odel)_  _ 

THE  ULTIMATE  Satellite  TV's  digital 
signal,  featuring  the  best  picture 
and  sound  available  (monthly  bill  is 
comparable  to  cable-TV  rates) 


The  key  ingredient  is  a 
circuit  called  Dolby  Pro 
Logic,  which  directs  the 
sound  to  the  appropriate 
speaker.  When  you  hear 
that  hehcopter  coming  in 
from  behind  you,  that's 
Dolby  Pro  Logic  at  work. 

Dolby  can  be  incorpo- 
rated into  a  TV  or  as  part 
of  a  stand-alone  audio  re- 
ceiver. If  a  TV  includes 


SCREEN 


BARE  MINIMUM  A  27-in.  (diagonal) 
TV  ($400-$900) 

THE  MIDDLE  GROUND  Big-screen,  di 
rect-view  TV,  primarily  32-in.  and 
35-in.  feature-laden  models 


Dolby  Pro  Logic  circuit-  ^Vl'^^.^S^^.'^.'^^). 


ry,  it  generally  means 
there  are  built-in  ampli- 
fiers and  speakers.  The 
TV  will  also  have  some 
provision  for  connecting 
rear  speakers.  While  con- 
venient, the  built-in 
arrangement  usually 
comes  at  the  cost  of  am- 
phfier  power  and  speaker 
performance.  More  pow- 


THE  WOW-YOUR-FRIENDS  SETUP  Pro 

jection-screen  TV,  ranging  from  45 
in.  to  80  in.  ($2,400-$8,000) 


SOUND 


MUST-HAVE  The  Dolby  Pro  Logic  cir- 
cuit, which  directs  sound  to  the  ap- 
propriate speaker 

STARTING  FIVE  Three  speakers  up 
front  and  two  in  the  rear,  the  basic 
surround-sound  configuration  ($600- 
$700  including  Dolby  Pro  Logic) 

RAISE  THE  ROOF  A  subwoofer  to 
reproduce  those  deep  bass  fre- 
quencies ($200-$l,000) 

DATA  BUSINESSWEEK 

er — whose  purpose  is  better 
fidelity  at  lower  volume  lev- 
els— and  improved  sound  re- 
production generally  require 
separate  components. 

You'll  need  five  speakers 
for  a  superior  system — three 
up  ft'ont  and  two  in  the  rear 
In  addition  to  the  standard 
left-  and  right-channel  speak- 
ers up  front,  you'll  be  well- 
served  by  a  center  channel 
speaker  that  anchors  the 


ON  THE  BEAM:  RCAs  dish  is 
just  18  /».  ill  diameter 

onscreen  dialogue.  Othei-wise, 
the  spoken  word  can  be  over- 
whelmed    by  competing 
sounds  or  may  appear  to  be 
coming  from  somewhere  oth- 
er than  the  actor's  mouth. 
Sometimes,  you  may  be  able 
to   use   a   built-in  TV 
speaker  as  the  center- 
channel  speaker 

Behind  you  are  a  pair 
of  rear  speakers.  These 
need  not  be  expensive,  as 
they  will  only  be  called 
on  to  reproduce  sound  at 
the  lower  portions  of  the 
audio  spectrum.  While 
five  speakers  will  get  you 
started,  you  may  want  to 
consider  a  sixth  in  a  sup- 
porting role.  A  subwoofer, 
which  reproduces  low 
bass  fi-equencies,  will  put 
thunder  into  the  system. 
SAY  "WHEN."  Where  once 
you  had  to  cobble  to- 
gether elements  from  a 
variety  of  brands,  some 
companies  now  offer  all 
the  needed  extras  in  one 
neat  package.  3M  mar- 
kets its  STV  Digital  6 
system  that  includes  a 
Dolby  Pro  Logic  proces- 
sor with  subwoofer  and 
five  speakers  for  a  list 
price  of  $599.  If  Dolby 
Pro  Logic  is  built  into 
your  TV  or  audio  receiv- 
er, you  may  want  to  opt 
for  Kenwood's  KSS-500 
package.  The  list  price  of 
$699  gets  you  five  speak- 
ers and  a  subwoofer. 

While  Dolby  Pro  Logic 
is   the   dominant  sur- 
round-sound technology, 
other  types  exist,  rca 
and  Sony  tvs  employ  an 
SRS  circuit  designed  to 
produce  a  surround  effect 
with    non-Dolby  encoded 
video  material.  At  the  higher 
end,  THX  and  AC-3  enhance 
the  surround  sensation  but 
call  for  even  more  speakers. 
It's  a  truism  in  audio  that  in- 
cremental increases  in  per- 
formance cost  a  great  deal. 
The  same  applies  to  home 
theater  in  general.  It's  up  to 
you  to  say  when  enough  is 
enough.  Frank  Vizard 


Personal  Business 


GOOD  GOLLY  MISS  MOLLY- 
LPs  ARE  BACK 


In  the  music  world,  it 
seems  that  everything 
old  is  new  again.  Led 
Zeppelin  is  big. 

So  is  Elton  John.  Even  Tom 
Jones  has  recovered  his  star- 
dom.  But  the 
retro  trend  goes 
beyond  the  musi- 
cians. A  small  but  growing 
number  of  music  lovers  are 
rediscovering  the  joys  of  the 
long-playing  record — enough 
to  prompt  the  big  labels  to 
get  back  into  the  business  of 
pressing  vinyl. 

Long  since  given  up  for 
dead  by  the  major  recording 
companies  that  turned  the 
1980s  into  the  digital  era,  the 
old-fashioned  12-in.  black  disk 
is  being  brought  back  to 
life — at  prices  about  25%  low- 
er than  today's  standard  com- 
pact disks.  It's  not  just  the 
aging  Woodstock  generation 
that's  dusting  off  its  Joni 
Mitchell  albums:  Generation 
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X-ers  are  embracing  \inyl  as 
contemporai-y  bands  such  as 
Pearl  Jam  insist  on  also  pre- 
senting then*  newest  tunes  in 
the  analog  foiTnat. 

There  are  many  audio- 
philes  who  maintain  that  LPs 
sound  better  than  CDs,  offer- 
ing warmer  tones 
that  more  natural- 
ly mimic  the  orig- 
inal recording  ambience. 
That's  debatable — and  cer- 
tainly depends  a  lot  on  the 
quality  of  the  playback  sys- 
tem. But  who  can  ai'gue  that 
liner  notes  are  much  easier 
to  read  or  that  covers  are 
more  enticing  on  records  than 
compact  disks? 


MOVE  OVER,  CDs:  LP 

sales  rose  .5<s'%  m  199 It 

All  this  renewed  inter- 
est in  records  is  spawn- 
ing a  massive  reissuing 
of  the  classics  on  LPs, 
both  jazz  and  classical, 
from  the  late  1940s  on 
and  rock  and  pop  from 
the  late  1950s  on.  Even 
hot  new  recordings  fi-om 
best-selling  artists  are 
being  released  on  vinyl: 
Recent  ones  include  Bob 
Dylan's  mt\^  Unplugged 
session,  Pearl  Jam's 
Vitalogy  (actually  ap- 
pearing two  weeks  ear- 
lier than  the  CD),  and 
Michael  Jackson's  Histo- 
ry. "We  had  just 
stopped  doing  LPs,  peri- 
od," says  Epic  Records 
President  Richard  Grif- 
fiths. "Then  we  figured 
out  for  certain  artists 
there  is  a  market  out 
there." 
Sure,  the  numbers  are 
small.  Only  70,000  Vitalogy 
LPS  were  shipped  compared 
with  5  miUion  CDs.  But  ac- 
cording to  the  Recording  In- 
dustry Assn.,  unit  sales  of 
vinyl  LPS  were  up  58%  in 
1994 — after  a  decade  of 
steadily  decHning  sales  dat- 
ing back  to  the  introduction 
of  the  CD  in  1982.  "The  in- 
dustry declared  the  LP  was 
dead  before  it  was,"  says 
Michael  Fremer,  a  longtime 
audio  \\Titer  who  is  editor  of 
The  Dricking  Angle,  a  new 
magazine  devoted  to  vinyl. 
"People  have  records.  They 
have  turntables." 

Dui-ing  the  digital  decade, 
it  was  writers  such  as  Fre- 
mer and  artists  such  as  Neil 
Young  who  continued  to  rail 
against  CD  sound,  which  they 
found  too  clinical  and  harsh. 
Meanwhile,  a  small  gi'oup  of 
independent  record  produc- 


Many  audiophiles  maintain 
that  LPs  offer 
warmer  tones  than  CDs 
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el's,  artists,  and  music  d 
kept  analog  alive  by 
up  record  catalogs  in  E 
and  Asia,  where  LPs  ca 
to  be  made,  and  securii 
rights  to  reissue  the 
of  such  artistically  criti 
bels  as  Blue  Note  in  ja 
RCA  in  classical.  "Thi 
stuff  sells  very  well  bi 
these  are  things  that 
been  out  of  print  for 
time"  says  Brian  Dor  iCffl 
manager  of  the  Recor 
change  in  Princeton,  N  ois  c 

Stores  such  as  Dorr 
are  treasure  troves  of 
old   and   new.  He 
100,000  mostly  used  Lpja  vie 
r\ing  prices  as  low  a 
^\ith  many  recordings 
aging  about  .$4.  New  L 
from  $9  to  $10,  consid 
below  today's  average 
CD  price  of '$12  to  $13, 
WATER  MUSIC.  Then  th( 
mail-order  houses  si 
Acoustic  Sounds  (80( 
3553),  whose  300-page  hm. 
log  is  filled  with  LPs 
artists  as  diverse 
British  folk  group  Pel 
($25)  to  George  Szell 
London  Symphony  On 
performing  Handel's 
Music  (a  limited-editio 
sue  of  the  original 
recording  on  specialtj^ijr 
sells  for  $;35).  "A  lot  of 
sold  theii"  collections,  aiil' 
they  call  and  want  ti 
stuff  back,"  says  A 
Sounds  owner  Chad 
Vinyl  devotees  such 
mer  even  report 
scouring  garage  sales 
markets,  where  old 
can  sometimes  be  fo; 
abundance. 

So,  whether  your  IB 
run  more  to  Mario  L 
Mariah  Cai'ey,  it  may 
to  ci-ank  up  that  old  tul 
and  get  those  aging  Jp 
out  of  the  attic.  As 
they  have  been  store, 
chy  place,  they  should 
playable.  And  if  you  v 
start  fi'esh.  consider 
the  new,  high-quality 
bles  that  have  come 
ket  as  part  of  the  viny' 
gence.  Just  think,  is 
every  day  you  can  t; 
hip  and  nostalgic  at  tb 
time.  Tim'^') 
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I  FAMILY  ALBUM 
iS  MULTIMEDIA 


I  Ridenour  is 

iring  a  computer 

3book  for  her 

ar-old  grand- 
er, Carmen  Marie.  En- 
Vhen  You  Were  Born, 
bum  con- 
ihotos  tak- 
st  after 
sound  clips  of  her  cry- 
id  a  video  of  mother 
by  leaving  the  hospi- 
he  Eugene  (Ore.) 
mother  also  "mor- 
or  merged,  the  girl's 
licture  with  others 
d  months  apart, 
incur  is  using  Echo 
;oftware  from  Delrina 
)  turn  her  PC  into  a 
edia  repository  of  fam- 
nories.  In  the  low-tech 
people's  pho- 
iaries,  and 
keepsakes 
strewn  in 
xes  and  al- 
all  over 
luse.  But 
software 
.ms,  scan- 
,nd  other  de- 

that  work 
er  are  orga- 
the  chaos  by 
:  people  pre- 
pictures,  video 

genealogical 
s,   and  even 
lied  voices  on 
lard  drives. 
READ.  At  the 
)f  Echo  Lake — 
runs  $50  on  diskette 

0  on  CD-ROM,  you  enter 
log  cabin  that  serves 
progi-am's  main  menu, 
are  books  created  by 

member  of  the  clan. 

1  book,  and  you'll  see  a 
ng  divided  in  eight  sec- 
education,  career,  trav- 
d  so  on.  In  each  one, 
i  can  keep  a  written 
il  or  import  a  multime- 
isemblage  of  pictures, 
>,  or  sounds.  Family 
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members  can  use  passwords 
to  hide  the  books  in  a  wall 
safe.  Those  who  want  to 
share  stories  can  print  them 
out  or  dispatch  them  via 
diskettes  to  relatives.  An 
Echo  Lake  viewer  is  copied 
onto  the  floppy,  so  recipients 
need  not  own  the 
progi'am. 

Those  who  delve 
fiu'ther  into  the  family  tree 
will  appreciate  one  of  the  nu- 
merous genealogy  progi'ams 
on  the  market.  Among  the 
best  is  Family  Ti-ee  Maker 
fi'om  Banner  Blue  Software. 
The  $60  CD-ROM  holds  the 
names  of  100  million  deceased 
people.  There  are  no  actual 
records,  just  a  listing  of 
where  to  go  to  find  better 
information. 

Family  Ti'ee  Maker  lets 


be  transfen-ed  easily  to  other 
programs  using  the  format. 
As  with  Echo  Lake,  you  can 
import  images  and  sounds. 

To  accomplish  that,  though, 
you  need  special  equipment. 
Today's  multimedia  comput- 
ers are  equipped  with  sound 
cards  that  let  you  plug  in  a 
microphone  ancl  record.  With 
a  $330  video-capture-board, 
such  as  VideoBlaster 
SEIOO  from  Creative 
Labs,  users  can  import 
video  clips  that  may  be 
edited  and  played  back 
off  the  hard  disk. 
SCANNERS.  Folks  who 
are  diipping  in  cash  can 
whisk  photographs  into 
their  computer  via  a 
digital  camera  ft'om  the 
likes  of  Logitech  and  East- 
man Kodak.  The  cameras 
store  images  in  computer  files 
rather  than  on  film.  But  at  a 
hst  price  of  about  $1,000,  dig- 
ital cameras  ai-e  best  used  for 
business  piu'poses.  A  cheaper 
and  better  bet  is  a  scanner. 


into  a  Windows  word  proces- 
sor or  other  progi'ams. 

Play  Inc.  recently  intro- 
duced a  nifty  $200  device 
called  Snappy.  The  size  of  a 
cigarette  box,  it  plugs  into 
the  parallel  port  and  connects 
to  a  camcorder,  vCR,  or  tele- 
vision. When  you  see  a  pic- 
ture you  want  to  grab,  click 
"Snap,"  and  Snappy  freezes 


you  keep  tabs  on 
marriages,  educa- 
tional backgimmds,  births, 
deaths,  and  other  data  on 
your  relatives.  One  user 
traced  his  family's  history 
with  Lou  Gehrig's  disease. 
The  software  is  gedcom  (ge- 
nealogical data  communica- 
tions)-comphant,  so  files  can 


Storm  Soft- 
ware has  a 
simple  $269 
product  called 
EasyPhoto  Reader  which 
plugs  into  the  printer  port 
on  your  computer.  Color 
photos  are  scanned  into  a 
motorized  feeder,  then 
EasyPhoto  softwai'e  organizes 
thumbnail  copies  of  your  pic- 
tures into  a  galleiy.  You  can 
resize,  rotate,  or  crop  the  pic- 
tures and  add  titles.  Photos 
can  be  dragged  and  dropped 


KEEPSAKES:  Text,  video, 
and  soioid  from  Echo  Lake 

the  image.  Snappy  comes 
with  moiphing  and  paint  soft- 
ware that  lets  you  manipu- 
late images. 

But  you  don't  need  sepa- 
rate gear  to  get  photos  into 
your  PC.  Seattle  Film  Works 
(800  445-3348)  and  Konica 
Quality  Photo  (800  669-1070) 
will    transfer    film  onto 
diskettes.-  Both  charge  about 
on  top  of  the  regular  pro- 
cessing costs  for  a  24-print 
roll,  or  .$6  for  36  images. 
The  disks  include  pro- 
grams that  let  you 
resize  and  crop  pic- 
tures. Kodak  has 
built  a  free  soft- 
ware utility  into 
Photo    CD  disks 
that  also  lets  consumers  re- 
cast images.  Processing  cost: 
about  $1  per  picture. 

Even  for  memories  you 
don't  intend  to  store  on  com- 
puter, a  PC  can  come  in 
handy.  Gold  Disk's  Video- 
Director  Home  software  lets 
users  edit  videotapes.  The  $50 
program  comes  with  a  cable 
that  connects  a  camcorder, 
VCR,  and  PC.  You  mark  the 
start  and  end  of  sequences 
and  drag  and  drop  the  scenes 
into  any  order  you  desire. 
Scenes  are  then  copied  fi'om 
camcorder  to  vcR.  Alas, 
you're  on  your  own  in  get- 
ting others  to  watch  the 
results.  Edward  Baig 


I'm  calling  on  CEO's 
of  companies  large 
and  small  to  join  this 
concemed  group  of 
business  leaders. 
Hii^e  us!  We're  good 


The  National  Organization 
Salute  Members  of 


for  business. 
Lx)ok  beyond  our 
disabilities  and 
all  America 


Jim  Brady,  Vice  Chairman 
National  Organizatinn 
on  Disahilily 


Chairman's  Circle 


American  Express  Company,  Harvey  Golub 
Amway  Corporation,  IJick  DeVos 
Business  Weel<,  Duvid  f  !  Fenii 
,|.C.  Penney  Co..  Inc.,  William  R,  Howell 
Merrill  Lynch  &  Co.,  Inc.,  Daniel  P.  Tully 
linited  Parcel  Service,  Kent  Nelson 
Westinyhousc  Electric  Corporation, 
Michael  H.  Jordan 


Vice  Chairman's  Circle 


AT&T.  Robert  E.Allen 
Citibank.  John  S  Reed 

Eastman  Kodak  Company.  George  M  C  Fisher 

Fannie  Mae.  James  A  Johnson 

H..J.  Heinz  Company.  Anthony  J.F.  O'Reilly 

Mobil  Corporation.  Lueio  A  Nolo 

Potomac  Electric  Power  Company. 

Edward  F,  Milehell 
PPG  Industries.  Inc..  Jerry  E  Dcmpsey 
Xerox  Corporation.  Paul  A.  Allaire 


tiiFsi 
lti»iil(. 


President's  Circle 


Abbott  Laboratories,  D.L.  Bumham 
Alcoa,  Paul  O'Neil 

Aristech  Chemical  Corporation,  Thomas  Mar^fcllnsl! 
CBS  Inc.,  Laurence  A.  Tiseh 

Dorsar  Investment  Company,  Slephen  L.  Fein^itmslj 
Exxon  Corporation,  Lee  Raymond 
GTE  Corporation,  Charles  R  Lee 
.loseph  E.  Sea)>ram  &  Sons,  Inc.,  Edgar  Bronf: 
Owl  Hollow  Enterprises,  Philip  E  Beekman 
Shell  Oil  Company,  Philip  J,  CaiToll 
Sunrise  Medical  Inc..  Richard  H  Chandler 
United  Capital  (Jroup.  Inc.,  JP  Mililli 
The  Washinston  Post,  Donald  E,  Graham 
Wm.  Wrigley,  Jr.  Company,  William  Wrigley 
VVoolworth  Corporation,  Roger  Faiah 
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Leadership  Circle 


Anheuser-Busch  Companies,  Inc., 

August  A  Busch.  Ill 
Bristol-Myers  Squibb,  Charles  A.  Heimbold.  J  :^fffj 
Ford  Motor  Company,  Alex  Trotman 
Eortis  Benefits  Insurance  Company, 

Robert  B.  Pollock 
GEICO,  l.ouis  Simpson 
Johnson  &  Johnson,  Ralph  Larsen 
Marriott  international.  Inc.,  J  W.  Marriott,  Jr 
MBNA  America,  Charles  M.  Cawley 
New  York  Stock  Exchange,  William  H.  Donali 
Northrop  (irumman,  Kent  Kresa  I 
The  Rigfjs  National  Bank  of  Washington  D.Cj 

Joe  L,  Allbntlon  | 
Rockwell,  Donald  R.  Beall  | 
Southern  National  Corporation/B  B  &  T,  | 

John  A.  Allison  IV  |) 
U.S.  Can  Company,  William  J,  Smith 
Warner-Lambert  Company,  MeKin  R  Goodc 
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Council  Circle 


Advocate  Health  Care,  Slephen  L.  Unimel 
Alcatel  Network  Systems,  Inc.,  David  E.  Orr 
Alex  Lee,  Inc..  Boyd  L.  George 
Allegheny  Health.  Education  &Research 

Foundation.  ShenI  S  Ahdelhak 
Allianz  Life  Insurance  Co.  of  North  Amerii 

Lowell  C  Anderson 
Allstate  Insurance  Company,  Jerry  D.  Choal 
American  Brands,  Inc.,  Thomas  C  Hays 
American  Home  Products  Corporation, 

John  R  Slalloid 
Amgen,  Gordon  M.  Binder 
AMP  Incorporated,  William  J.  Hudson 
Amsco  International,  Inc.,  Daniel  Darry 
Anchor  Industries  International,  Vincent  J 
Apple  Computer,  Inc.,  Michael  Splndler 
Applied  Materials,  James  C  Morgan 
Archer  Daniels  Midland  Company, 

Dwayiie  O  Andreas 
Arizona  Public  Ser\  ice  Co.,  O  Mark  DeMich 
Arthur  Andersen  &  Co,  SC.  Lawrence  A.  We 
Arthur  I).  Little.  Inc.,  Charles  R  LaMantia 
Association  of  Trial  Lawyers  of  America, 

LanA  S  Stewan 
Avis,  Joseph  V  Villoria 
Avon  Products  Inc.,  James  E.  Preston 
Bank  of  America,  Richard  M.  Rosenberg 
Bank  of  Boston.  Ira  Slepanian 
Baptist  Healthcare  System.  Inc.,  Tommy  J.  S 
Betz  Laboratories.  Inc..  William  R.  Cook 
Black  &  Vcatch.  PJ  Adam 
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■Council  was 
established  by  the 
National  Organization  on 
Disability  (N.O.D.)  to  expand 
the  employment  of  people 
with  disabilities. 

Through  their  annual 
membership  contributions, 
CEO  Council  members 
support  N.O.D.'s  important 
efforts  to  increase  the 
participation  of  people  with 
disabilities  in  the  workplace 
and  in  all  aspects  of  life. 


ability  and  Business  Week 
ability  2000-CEO  Council 
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se  Manhattan  Bank,  N.A., 
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.1  Banking  Corporation,  Walter  V  Shipley 
Corporation,  Kenneth  T.  Derr 
Corporation,  R.  J.  Eaton 
firoup  Insurance,  John  K.  Leonard 
Group,  Inc.,  Albert  R.  Gamper.  Jr 
■ox  Company,  G.  Crai^  Sullivan 
a-Cola  Bottling  Group  (Southwest),  Inc., 
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Palmolive  Company.  Reuben  Mark 
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surance  Companies,  Bnice  G.  Kelley 

1  Electric  Company,  Ch;u-les  F  Knight 

Young,  Philip  A.  Laskawy 

)rporation,  Bruce  C  Gotlwald 

I  Development  Corp.,  Maurice  H.  Berk 

licago,  Richard  L.  Thomas 

erstate  Bancorp,  Edward  M  Carson 

lancial  Group,  Terrence  Murray 

klagazine.  Malcolm  S.  Forbes.  Jr. 

lussell  Company,  Michael  J.  Phillips 

1  Templeton  Group  of  Funds, 

cs  B.  Johnson 

Broadcasting,  Cecil  L  Walker 
■ch.  Inc.,  G.  Kirk  Raab 
Electric  Company,  John  F.  Welch,  Jr 
Motors  Corporation,  John  F.  Smith 
lettc  Company,  Allied  M.  Zeien 
JC.,  Robert  A.  Ingram 

Rule  Insurance  Company,  John  M  Whelan 
»dyear  Tire  &  Rubber  Company, 

;yC,Gault 

r  Electric,  Edward  McGrath 
roup.  Inc.,  Russell  Banks 


Harris  Corporation,  John  T  Hartley 
Hartford  Steam  Boiler  Inspection 

and  Insurance  Co.,  Gordon  W  Kreh 
Harvard  Community  Health  Plan,  Manuel  M  Ferris 
Hasbro,  Inc.,  Alan  G.  Hasseiifeld 
The  Hearst  Corporation,  Frank  A.  Bennack,  Jr 
Henry  Ford  Health  System,  Gail  L.  Warden 
Household  International,  Donald  C.  Clark 
The  Huntsman  CJroup,  Jon  M.  Huntsman 
Illinois  Tool  Works,  Inc.,  John  D.  Nichols 
LVIC  Global  Inc.  Wendell  F  Bueche 
Ingersoll-Rand  Company,  J.E.  Pcrrclla 
Invacare  Corporation,  A  Malachi  Mixon,  III 
Ithaca  Industries,  Inc.,  Jim  D.  Waller 
J.P.  Foodservice,  Inc.,  James  L.  Miller 
J.P.  Morgan  &  Company,  Inc.,  Douglas  A  Warner  III 
John  Hancock  Financial  Services,  Stephen  L  Brown 
Johnson  &  Higgins,  David  A  Olsen 
Johnson  Publishing  Company,  Inc.,  John  H  Johnson 
The  Jordan  Company,  John  W.  Jordan  II 
Keebler  Company,  Bnan  Chadboume 
Kellogg  Company,  Arnold  G  Langbo 
Kemper  National  Insurance  Companies, 

Gerald  L.  Maatman 
KeyCorp,  Victor  J  Riley,  Jr 
Kmart  Corporation,  Ronald  Sloto 
Landstar  System  Inc.,  Jeffrey  C  Crowe 
R.H.  Macy  &  Co.,  Inc.,  Myron  E.  Ullman  111 
Mallinckrodt  Medical,  Inc.,  Robert  G.  Moussa 
Matol  Botanical  International,  J  F.  Robert  Bolduc 
Matsushita  F^lectric  Corporation  of  America, 

Richard  Kraft 
The  May  Department  Stores  Company, 

David  C,  Farrell 
McCaw  Cellular  Communications,  Inc., 

James  L.  Barksdale 
McGraw-Hill,  Inc.,  Joseph  I.  Dionne 
MCI  Communications  Corporation, 

Bert  C.  Robens.  Jr 
McLane  Company,  Inc.,  Joe  Hardin.  Jr 
Meridian  Bancorp,  Inc.,  Samuel  A.  McCullough 
The  MetroHealth  System,  Terry  R  White 
Michael  T.  Rose  Companies,  Michael  T.  Rose 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Anthony  Luiso 
Nash  Finch  Company,  Al  Flaten 
NationsBank  Corporation,  Hugh  L.  McColl,  Jr 


For  membership 
information  contact 
Martin  Walsh, 

CEO  Council  Director,  N.O.D. 
910  16th  Street  NW 
Washington,  DC  20006 
Tel  202-293-1944 
Fax  202-293-7999 
TTD  202-293-5968 
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NEC  America,  Inc.,  Mineo  Sugiyama 
Nellcor  Inc.,  C.  Raymond  Larkin.  Jr 
New  Jersey  Resources  Corporation, 

Oliver  G,  Richard.  HI 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W.  P.  Madar 
Northern  States  Power  Company, 

James  J.  Howard  111 
Novell,  Inc.,  Robert  J.  Frankenberg 
Olin  Corporation,  John  W  Johnstone,  Jr. 
Oshman's  Sporting  Goods,  Inc.,  Alvin  N.  Lubetkin 
Oxford  Industries,  J  Hicks  Lanier 
Pall  Corporation,  Enc  Krasnoff 
The  Parsons  Corporation,  Leonard  J  Pieroni 
Pegasus  (iold  Corp.,  Werner  G  Nennecker 
Pioneer  Financial  Services,  Inc.,  Peter  W  Nauert 
Pitney  Bowes  Inc.,  George  B.  Haney 
Polaroid  Corporation,  1  MacAllister  Booth 
PolyGram  Holding  Inc.,  Eric  Kri)nfeld 
Price  Waterhouse  LLP,  Shaun  F.  O'Malley 
The  Principal  Financial  Group,  David  Dniry 
The  Prudential  Insurance  Company  of  America. 

Arthur  Ryan 
Public  Service  Company  of  Oklahoma, 

R.L  Zemanek 
The  Reader's  Digest  Association,  Inc., 

James  P.  Schadt 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  York  Corporation,  Walter  H  Weiner 
Ringier  America,  Inc.,  Edward  C.  Nytko 
RJR  Nabi.sco,  Inc.,  Charles  M.  Harper 
The  Rockefeller  (iroup,  Richard  A  Voell 
The  Rockport  Company,  Inc.,  Angel  Martinez 
Rodale  Press  Inc.,  Aidath  Rodale 
Safety-Kleen  Corp.,  John  G.  Johnson 
SAIC,  J,  Robert  Bcystcr 

Sandoz  Pharmaceuticals  Corporation,  Hem/  Imhof 
Schering-Plough  Corporation,  Robert  H  Luciano 
Sea-Land  Service,  Inc.,  John  Clancey 
Sensomiatic  Electronics  Corporation, 

Ronald  G.  Assaf 
SERD/BTS,  Mercedese  M.  Miller 
Shawmut  National  Corporation,  Joel  B.  Alvord 
Simplex  Time  Recorder  Co.,  FjJward  G  Watkins 
SmithKline  Beecham,  Jan  Leschly 
Sony  Electronics.  Inc.,  Carl  J.  Yankowski 
Sprint,  William  T  Esrey 
State  Farm  Insurance  Companies, 

Edward  B.  Rust,  Jr 
Statistica,  Inc.,  Jerry  L.  Ashworlh,  Sr 
Steelcase  Inc.,  James  Hackett 
Tambrands  Inc.,  Edward  T.  Fogarty 
Teepak,  Inc.,  James  E.  Hemiesdort 
Tenet  Healthcare  Corporation,  Jeffrey  C  Barbakow 
Towers  Perrin,  John  T.  Lynch 

Transamerica  Occidental  Life  Insurance  Company, 

David  R.  Carpenter 
Transco  Energy  Company,  John  R  DesBarres 
ULLICO,  Inc.,  Robert  A.  Georgine 
United  Technologies,  George  David 
UNUM  Corporation,  James  F  Orr.  Ill 
USAir,  Seth  E  Schofield 
US  West,  Inc.,  Richard  D,  McCormick 
W.R.  Grace  &  Co.,  Thomas  A.  Holmes 
Washington  National  Insurance  Company, 

Roben  Patin 
Wells  Rich  Greene  BDDP,  Kenneth  S.  Olshan 
Western  Publishing  Group,  Inc.,  Richard  A.  Bernstein 
Western  Resources,  Inc.,  John  E.  Hayes,  Jr. 
Whirlpool  Corporation,  David  R.  Whitwam 
Workman  Morris  Molina,  Edw;ird  L  Workman 
Wyse  Technology,  Inc.,  Douglas  Chance 


Donated  Public  Service  Advertisement 


Say  hello  to 
OldsmoMe  payments 
that  are  up  to  30%  lowe 
than  a  bank  loan. 

Call  1-800-32-SMART 


AURORA  B\  OI.DSMOBILE 


It's  your  call.  But  when  you  lease  a  new  GM  vehicle  with  SmartLease®  by 
GMAC,  you  can  get  monthly  payments  that  are  typically  30%  lower  than  if  you 
buy  it  with  a  bank  auto  loan.  You  can  also  afford  more  GM  car  or  truck  for  the 
money.  For  more  information  about  SmartLease,  see  your  GM  dealer  or  call 
1-800-32-SMART.  And  say  hello  to  lower  monthly  payments. 

SMARTLEASE 


by  GMAC 

Chevrolet   •   Geo   •   Pontiac   •   Oldsmobile   •   Buick   •   Cadillac   •   CMC  Truck 

©1995  GMAC  All  Rights  Reserved  Based  on  a  Bank  Rale  Monitor  survey  ol  the  five  largest  banks  in  the  25  largest  metropolitan  areas 
comparing  the  payments  on  a  typical  $20,000  bank  loan  versus  the  average  payments  on  a  SmartLease  contract  ot  similar  length  tor  a 
$20,000  vehicle  Ol  course  with  a  purchase,  the  buyer  owns  the  vehicle  At  the  end  of  a  SmartLease  contract,  the  lessee  can  return  the 
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UCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


from  last  week:  -  0  6  ' 
from  last  year:  8.0% 


.  J.tiPge  frorr.  last  week:  0.0% 
Change  from  last  year:  7.1% 


?/0 


PRODUCTION  INDEX 

Sept.  23=125.4 
1992=100 


Jan.  May  Sept. 

1995  1995  1995 

are  4-week  moving  averages 

jction  index  was  down  during  the  week  ended  Sept.  23.  Before 

n  of  the  four-week  moving  average,  the  index  dropped  to  123.3,  from 

the  previous  week.  The  recent  weakness  is  because  of  the  declines 
ally  adjusted  output  of  electric  power,  coal,  and  trucks, 
ng  index  was  virtually  unchanged  in  the  latest  week.  The  unaveraged 

to  261.9,  from  263.8.  Falling  materials  prices  are  pointing  to 

softness  ahead. 

n  index  copyright  1995  by  The  McGtaw-Hill  Companies     BW  leading  index  copyright  1995  by  CIBCR 


[NG  INDICATORS 


RICES  (9/30)  S&P  500 


UTEST      WEEK  YEARLY 
WEEK        AGO     %  CHG 

582.91     583.69  26.0 


ATE  BOND  YIELD,  Aaa  (9/30) 

7.33' 

/o  7.31% 

-13.6 

UAL  MATERIALS  PRICES  (9/30) 

112.2 

112.8 

NA* 

;S  FAILURES  (9/22) 

313 

307 

-1.3 

TATE  LOANS  (9/20)  billions 

$497.0 

$499.3 

11.7 

5UPPLY,  M2  (9/18)  billions 

53,717.8 

$3,713.2r 

4.0 

CLAIMS.  UNEMPLOYMENT  (9/16)  thous 

366 

364 

14.0 

Center  for  International  Business  Cycle  Researcti  (CIBCR),  Standard  & 
)Ody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  {failures 
Drrpanies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data  on 
allures  and  real  estate  loans.  'Historical  data  available  from  CIBCR 


EST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

.FUNDS  (10/3) 

5.75% 

5.73% 

5.07% 

CIAL  PAPER  (10/3)  3-montln 

5.81 

5.76 

5.49 

DATES  OF  DEPOSIT  (10/4)  3  month 

5.78 

5.78 

5.51 

ORTGAGE  (9/29)  30-year 

7.89 

7.82 

8.91 

tBLE  MORTGAGE  (9/29)  one  year 

5.79 

5.80 

5.69 

0/4) 

8.75 

8.75 

7.75 

Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 

WFFK 

If  CCIV 

STEEL  (9/30)  thous.  of  net  tons  1,934 

WEEK 

itUU 

1,955# 

YEARLY 

/o  unu 

1.4 

AUTOS  (9/30)  units  139,170 

132,228r# 

16.4 

TRUCKS  (9/30)  units  125,337 

117,406r# 

10.5 

ELECTRIC  POWER  (9/30)  millions  of  kilowatt-hrs.  58,979 

61,631# 

1.8 

CRUDE-OIL  REFINING  (9/30)  tfious.  of  bbl./day  14,280 

14,298# 

1.5 

COAL  (9/23)  thous.  of  net  tons  20,650# 

20,842 

3.2 

PAPERBOARD  (9/23)  thous.  of  tons  858.9 

867. 6r 

-4,6 

PAPER  (9/23)  thous.  of  tons  843.0 

835. Or 

1.7 

LUMBER  (9/23)  millions  of  ft.                               477. 7# 

475.1 

-3.9 

RAIL  FREIGHT  (9/23)  bilhons  of  ton-miles               25. 3# 

25.6 

5.0 

Sources;  American  Iron  &  Steel   Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  ,  American  Forest  &  Paper 
Association,  WWPA',  SFPA^.  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

GOLD  (10/4)  $/troy  oz.  382.500 

WEEK 
AGO 

383.750 

YEARLY 
%  CHG 

-2.9 

STEEL  SCRAP  (10/3)  #1  heavy,  $/ton  143.50 

143.50 

7.5 

COPPER  (9/29)  S/lb.  136.7 

135.6 

8.5 

ALUMINUM  (9/29)  e/ib.  82.0 

82.0 

3.8 

COTTON  (9/29)  strict  low  middling  1-1/16  in.,  e/lb.  88.65 

92.53 

28.8 

OIL  (10/3)  $/bbl.  17.57 

17.33 

-0.7 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market.  NYMEX 

Week,  fVlemphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

JAPANESE  YEN  (10/4)                              loi  17 

WEEK 
AGO 

100.15 

YEAR 
AGO 

99.94 

GERMAN  MARK  (10/4)                               i  44 

1.43 

1.54 

BRITISH  POUND  (10/4)                              i  58 

1.57 

1.59 

FRENCH  FRANC  (10/4)                              4  96 

4.92 

5.27 

ITALIAN  LIRA  (10/4)                                1613  3 

1605.5  1570.4 

CANADIAN  DOLLAR  (10/4)  133 

1.35 

1.35 

MEXICAN  PESO  (10/4)                              6  535 

6.395 

3.417 

Sources:  Maior  New  York  banks.  Currencies  expressed  m  units  per  U  S  dollar, 
except  for   British   pound   in  dollars 


i  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
UWestern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


lEWEEKAHEAD 


ER  PRICE  INDEX 

■,  Oct.  12,  8:30  a.m.  ►  Producer 
finished  goods  likely  rose  a  small 
September,  according  to  the  medi- 
ist  of  economists  surveyed  by  mms 
Dnai,  one  of  the  McGraw-Hill  Cos. 
it  would  be  the  first  increase  in 
^ce  May.  August  producer  prices 
J.  And  over  the  past  year,  the  ppi 
nly  1.2%.  The  forecast  expects 
producer  prices,  which  exclude 
energy,  also  rose  0.2%  last 
fter  rising  0.1%  in  August.  Pro- 
lation  may  have  been  even  weaker 
Tiber,  though.  The  National  Associ- 
^urchasing  Management's  index  of 
lid  by  its  members  for  supplies  and 


materials  fell  to  its  lowest  level  in  nearly 
three  years  in  September. 

RETAIL  SALES 

Friday,  Oct.  13,  8:30  a.m.  ►  Retail  sales 
piobably  increased  0.4%  in  September, 
forecasts  the  mms  survey.  That's  suggested 
by  the  rise  in  weekly  sales  at  department 
and  chain  stores  reported  by  the  Johnson 
Redbook  Service,  a  unit  of  brokerage  firm 
Lynch,  Jones  &  Ryan  Inc.  Excluding  cars, 
store  receipts  likely  advanced  0.5%  last 
month.  In  August,  strong  car  sales  led  to  a 
0.6%  surge  in  total  retail  buying.  Nonauto 
sales,  however,  were  flat.  While  furniture 
purchases  were  up  sharply,  a  poor  back-to- 
school  buying  season  was  blamed  for  falling 


receipts  at  clothing  and  department  stores. 
And  falling  gasoline  prices  held  down  gas 
station  revenues. 

CONSUMER  PRICE  INDEX 

Friday,  Oct.  13.  8:30  a.m.  ►  The  mms  fore- 
cast calls  for  a  0.2%  rise  in  September 
consumer  prices.  Prices  in  August 
increased  just  0.1%  as  falling  energy  prices 
offset  price  hikes  in  meats  and  tobacco 
products.  Excluding  food  and  energy,  core 
consumer  prices  likely  increased  by  0.2% 
in  September,  the  same  increase  posted  in 
each  of  the  previous  four  months.  After 
showing  signs  of  growing  above  3%  in  early 
1995,  consumer  inflation  has  slipped  back 
down  to  a  2.6%  yearly  pace. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 

Sunday 

The  Bankers  Trust  tapes 


t 


<---■> 


I 


and  Business  Week's  First 
Amendment  fight:  Talk  with 
McGraw-Hill  lawyer  Ken  Vittor 
and  BW's  Sarah  Bartlett 
about  this  landmark  battle. 
Oct.  8 

9  p.m.  EOT  in  the  Globe 


Wednesday 


Installing  Windows  95- 
dream  or  nightmare'  Share 
your  experiences  with  an  ex- 
pert guide,  Steve  Wildstrom 
of  BW's  Technology  &  You 
column.  Oct.  1 1 
10  p.m.  EOT  in  the  Odeon 

Thursday 

Perot  in  1996'  Discuss  the 
prospects  for  a  third-party 
candidate  in  the  next  election 
(Colin  Powell,  anyone?)  with 
BW's  Washington  bureau 
chief,  Lee  Walczak.  Oct.  12 
9  p.m.  EDT  in  the  Odeon 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Acclaim  Entertainment 
(AKLM)  68 

Acoustic  Sounds  150 
Adidas  56 

Adimitra  Rayapratama  106 
Air  Products  &  Chemicals  106 
American  Airlines  (AMR)  38 
American  Electric  Power  81 
American  Family  Life  (AFL)  82 
America  Online  (AMER)  74 
America  West  Airlines  (AWA)  38 
AMR  (AMR)  38 
Apple  (AAPL)  43 
Archer-Daniels-Midland 
(ADM)  41 
AT&T(D  52 
Atlanta  Braves  50 
Avis  62 
Avitas  38 

B 


Ballys(BLY)  100 
Bankers  Trust  (BT)  106,108, 
114,158 

Banner  Blue  Software  151 
Barclays  Mercantile  Business 

Finance  62 
Baseball  Network  50 
Beech  Aircraft  81 
BellSouth  (BLS)  52 
Berkshire  Hathaway  (BRK)  6 
Bitwise  Designs  26 
Blockbuster  Entertainment  68 
Boeing  (BA)  12 
Bombardier  (BBD.B)  65 
Boston  Red  Sox  50 
British  Airways  (BAB)  38 
Broderbund  Software 

(BROD)  68 
Brookstone  (BKST)  8 
Brown  Brothers  Harnman  108 
Budapest  Bank  62 
Burnham  Securities  104 


Dean  Witter  62 
Delphi  Internet  Services 

(DLPH)  74 
Delrina  151 
Delta  (DAL)  38 
Deutsche  Bank  62 
Directorship  Inc.  52 
DNAX  Research  Institute  76 
Donaldson  Lufkin  & 

Jenrette  100 
DreamWorks  SKG  68 

E 


Canon  43 

Capital  Cities/ABG  (CCB)  50 
Capital  Gaming 
International  100 
Caremark  International  (GK)  52 
GBS(GBS)  52,143 
Cessna  Aircraft  81 
Chicago  Cubs  50 
Chromatic  Research  81 
Chrysler  (C)  44, 88 
Ciba-Geigy  76 
Cisco  Systems  (CSCO)  52 
Cleveland  Indians  50 
Colorado  Rockies  50 
Columbia  Pictures  88 
Gommerzbank  62 
CompuServe  74 
Continental  Airiines  (GALA)  38 
Coveside  Conservation 
Products  8 

Cray  Research  (GYR)  12 
Creative  Labs  151 
CS  First  Boston  43,52 


Dataquest  43, 68 
Dayton  Hudson  (OH)  96 


Eastman  Kodak  (EK)  151 
Electronic  Arts  (ERTS)  68 
Employers  Reinsurance  (GE)  62 
Enron  (ENE)  65 
Epic  Records  150 
Equity  Group  Holdings  106 

F 


Federal  Paper  Board  106 

Flonda  Marlins  50 

Forbes  55 

Ford(n  56,104 

Fox  Broadcasting  (NWS)  143 

FurmanSelz  104 


GE  Capital  Services  (GE)  62 
Genentech  (GNE)  52, 76 
General  Motors  (GM)  35, 44, 
52, 56, 88 

Gibson  Greetings  (GIBG)  106 
Global  Aviation  Associates  38 
Gold  Disk  151 
Government  Employees 
Insurance  (GEO  82 
GPA  Group  62 
Grand  Palais  Riverboat  100 
Greenhaven  Associates  104 
Gruntal  38,44 

H 


Lehman  Brothers  (LEH)  48 
Lehrman  Bell  Mueller  34 
LGSemicon  81 
Lockheed  Martin  (ML)  52 
Logitech  151 
Lomo  58 
Lord  81 

Lotus  Development  (LOTS)  52 
LucasArts  68 
Lufthansa  38 

M 


HarperCollins  74 
Harrah's  100 
Harrods  62 

HemmeterEnterpnses  100 
Hemmings  Motor  News  148 
Hilton  (HLT)  100 
Hoechst  Manon  Rousel  76 
Hotchkis  &  Wiley  Equity  Income 
Fund  104 
Houston  Astros  50 

I 


Jefferson  Smurfit  106 
Jiangling  Motors  56 
Johnson  Redbook  Service  35 
Jupiter  Communications  74 

K 


Kemper  Life  (KEM)  84 
Kenwood  148 
KlaskyCsupo  143 
Konica  Quality  Photo  151 
K-lll  19 


MayfieldFund  43 
McGraw-Hill  (MHP)  114,155 
MCl(MCIC)  52,74 
Merrill  Lynch  (MER)  52 
Mervyns(DH)  96 
Metropolitan  Life  82 
MGM/UA  88 
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Ige.  Factory  orders  and 
lerked  up  in  August, 
hases  boosted  consu- 
g.  But  personal  incomes 
ime,  and  manufacturers 
5  fall  for  tfie  fourth  time 
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ring  that  weaker-than- 
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%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

NDUSTRIALS 

KPANIES  (S&P  MidCap  Index) 
AMIES  (Russell  2000) 
lES  (Russell  3000) 

4740.7 
209.7 
300.8 
332.9 

-0.5 
-1.7 
-1.6 
-0.3 
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20.6 
27.5 
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16.8 
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U.S.  stocks 
$13,191 

+0.16% 


Treasury  bonds 

$12,707 

+1.69% 


Foreign  stocks 
$10,973 

+0.70% 


■  ■■■ 

Money  market  fund 


$10,545 

+0.12% 


Gold 

$9,659 

-0.42% 
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Editorials 


FURTHER  THOUGHTS  ON  FREEDOM  OF  THE  PRE^ 


Now  you  can  read  it  for  yourselves,  business  week's  cov- 
er story,  "The  Bankers  Ti-ust  tapes,"  banned  from  pub- 
lication by  a  U.  S.  District  Court  for  more  than  three  weeks, 
is  finally  free  to  be  read  by  the  public.  Also  freed  from  the 
veil  of  secrecy  are  the  sealed  documents  at  the  heart  of  a 
$195  million  lawsuit  by  Pi'octer  &  Gamble  Co.  against  Bankers 
Trust  Co.  The  public  can  at  last  see  the  data  and  decide  for  it- 
self if  p&(j's  charges  that  Bankers  Trust  engaged  in  a  perva- 
sive pattern  of  fraud  are  true. 

But  the  cost  has  been  high.  The  freedom  of  the  press  to 
generate  the  kind  of  infoiTnation  necessaiy  for  the  efficient  op- 
eration of  this  nation's  political  and  economic  system  appears 
to  have  been  seriously  eroded  in  the  legal  process  of  getting 
the  stoiy  out.  Fu'st,  a  judge  of  the  U.S.  District  Com!  for  the 
Southern  District  of  Ohio  banned  publication  of  an  article 
with  no  hearing  on  the  facts.  Supreme  Court  Justice  John 
Paul  Stevens  ruled  that  this  judge  was  in  violation  of  the 
Federal  Rules  of  Civil  Procedure,  but  he  nevertheless  con- 
tinued for  three  weeks  to  ban  the  story  on  Bankers  Ti'ust. 

The  second  troubling  development  came  when  Stevens 
contended  that  "the  manner  in  which  business  week  came 
into  possession  of  the  infoiTnation  it  seeks  to  publish  may  have 
a  bearing  on  its  right  to  do  so."  In  all  previous  cases,  the 
method  of  acquiring  the  information  was  not  held  to  be  rele- 
vant to  whether  or  not  it  could  be  pubhshed.  The  Pentagon 
Papers,  after  all,  were  stolen,  business  week  lawfully  ob- 
tained its  documents,  but  if  it  hadn't,  whoever  unlawfully 
obtained  tliem  could  have  been  punished.  The  goal  should  be 
to  punish  the  thief,  not  bar  publication.  Censorship  cannot  be 
the  solution  to  a  crime  of  theft. 

Thii'd,  the  final  opinion  of  the  U.S.  District  Comt  judge  pro- 
hibits newspapers,  magazines,  or  any  electronic  media  from 
even  asking  for  a  document  that  is  stamped  by  a  court 
"sealed,"  "confidential,"  or  "secret."  It  is  a  bizaiTe  interpre- 
tation of  Seattle  Times  v.  Rhinehart  (1984),  in  which  the 
Supreme  Court  held  that  a  party  to  a  protective  couit  order 


covering  pretrial  infonnation  developed  in  discoveiy  co" 
divulge  the  infonnation.  business  week  was  never  a  p 
the  P&G  lawsuit  against  Bankers  Trust,  but  the  judge  1 
clared  that  it  should  be  prohibited  from  even  asking 
documents  under  seal. 

This  is  a  wildly  dangerous  opinion  if  upheld.  T 
nothing  in  current  law  saying  that  people  who  are  n 
ty  to  an  agreement  to  seal  court  documents  are  for 
from  asking  to  see  them.  This  opinion  makes  the  pro 
to  ensure  court  confidentiality  more  important  th 
First  Amendment.  Any  court  official  with  a  rubber 
could  block  the  free  flow  of  information  in  this  c 
This  is  not  acceptable.  The  media  have  the  right  to 
information.  Sources  can  say  no  anytime.  Does  A| 
really  want  to  move  toward  a  British  system  of  prj 
strictions,  in  which,  for  example,  a  Thahdomide  case  ^ 
igated  for  years  in  the  courts  while  the  media  was  1 
from  reporting  on  it  as  hundreds  of  women  continued 
the  drug?  We  think  not. 

Finally,  the  bedrock  principle  that  a  journalist  is  entl 
protect  the  identity  of  a  soui'ce,  we  were  reminded,  is  n 
versally  applied.  In  tiying  to  Uft  the  ban  on  publishinl 
Bankers  Ti-ust  tapes,"  business  week  reporters  csj 
against  the  reality  that  shield  laws  protecting  the  co 
tiaHty  of  soiu'ces  vary  from  state  to  state  and  judge  to 
In  Ohio,  the  shield  law  covers  newspapers,  but  not  ma 
There  is  no  federal  shield  law  covering  the  entire  cov 

Much  of  this  damage  to  fi'eedom  of  speech  can  be  rJ 
in  the  weeks  ahead  as  business  week  appeals  the  opij 
the  U.  S.  District  Couit.  The  media  must  be  free  to  re| 
judicial  proceedings  and  on  government  operations  in  e 
al.  If  there  is  legitimate  need  for  confidentiality,  it  is  uyjo 
paities  to  maintain  it.  But  once  infoimation  is  obtained  »y 
press,  it  must  be  able  to  disseminate  it  to  the  public.  iS 
Supreme  Court  has  held  over  many  years,  prior  rest'in 
an  unconstitutional  fonn  of  censorship.  Period. 


WHY  GIVE  THE  AIRWAVES  AWAY? 


Make  them  pay  for  spectiiim.  Broadcasters  are  about  to 
succeed  in  getting  the  government  to  hand  over  nearly 
$40  biUion  worth  of  precious  airwave  space.  At  a  time  when 
Congress  is  struggUng  hard  to  balance  the  budget,  it  is  ludi- 
crous to  offer  this  freebie. 

What's  going  on?  In  1992,  when  the  Japanese  appeared  to 
be  winning  the  battle  for  high-definition  TV,  the  government 
gave  a  huge  block  of  spectnim  to  U.  S.  broadcasters  to  help 
them  compete.  Three  years  later,  hdtv  is  a  commercial  dud, 
but  broadcasters  still  want  the  spectrum.  With  new  digital 
technology,  they  can  send  lots  of  channels  into  the  home. 
Since  1994,  the  Federal  Communications  Commission  has 


been  auctioning  off  the  aii-waves.  To  date,  it  has  put  $ibi 
into  the  federal  coffers.  The  spectrum  handed  out  ifW 
many  times  that,  but  the  broadcasters  don't  want  ) 
They  prefer  the  old  days,  when  the  government  simf 
cated  spectrum,  free  of  charge,  for  eveiything  front 
garage  door  ojieners. 

Senate  Commerce  Committee  Chairman  Larry  le' 
(R-S.  D.)  recently  floated  a  plan  that  would  have  auctic  e 
frequencies  in  the  top  25  mai'kets,  but  lobbyists  forcedd 
back  off.  We  hope  Pressler  rediscovers  his  poUtical  lUi : 
and  does  the  right  tiling.  Sell  the  spectiomi  to  the  high  it  i 
der,  and  use  the  money  to  pay  down  the  govemmenttefi 
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p^^ive  power  of  color 


Color  is  color,  unless 
It's  brilliantly  practical- 


It's  the  business  printer  you've  been  waiting  for. 

Professional  color  so  reliable,  inexpensive  and  easy  to  use, 
it's  a  practical  office  tool.  Speed?  It's  the  world's  fastest 
desktop  color  printer  at  4  color  pages  per  minute.  Cost? 
Full  text  pages  on  plain  paper  at  3c  each.  Color  for  11c  on 
office  papers.  Simplicity?  If  you  can  load  a  stapler,  you've 
mastered  this  machine.  Reliability?  Add  700  sheets  and  let 


it  run  overnight.  That's  robust.  Price?  At  $4,99,5, 
nothing  in  its  performance  range  even  comes 
close.  Best  of  all,  it's  from  Tektronix,  an  industry 
leader,  making  world-class 
color  printers  for  13  years. 
The  Phaser  340  Color  Printer, 
So  practical,  it's  brilliant. 


Call  800-835-6100  Ext.  1230. 
http://www.tek.com/CPad71230 


©  1995  Tektronix.  Inc  All  rights  reserved 
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ausch  &  Lomb  CEO  Daniel  Gill  pushed  hard 
)r  profits.  To  meet  his  goals,  some  managers 
layed  fast  and  loose  with  accounting  principles 
nd  ethics.  Here's  how  the  relentless  pursuit  of 
3sults  caused  one 
ompany's  culture  to 
pin  out  of  control. 

By  Mark  Maremont 
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You  say,  "What  about  systems  management? 


V 


They  say,  "Get  us  chent/server' 


You  say,  '''What  about  the 
S/390  Parallel  Enterprise  Server? 
Ah,  everybody  wins. 


1  it  comes  to  client/server,  how  can  you  give 
body  what  they  want? 

One  sure  way  is  the  System/390  Parallel 
rprise  Server."  With  it,  you  get  the  advantages 
ent/server  computing,  without  giving  u|)  the 
y  and  rehabihty  your  business  has  come 
;pend  on  Irom 

cmrent  system.  C  a  tl  your  S  e 
ivhile  helping 

:ep  your  existing  system  investment  intact. 

For  starters,  S/390  servers  run  hot  new 
)C  and  chent/server  software  horn  IBM  and 
r  companies  inchiding  DB2,  PeopleSoit 
IS,  Sybase  Open  Client/Open  Sen  er  and  Tuxedo. 

What's  more,  by  connecting  the  S/39() 
;r  to  your  PC  and  UNIX  networks  (or  to  just 
it  any  of  your  networks,  tor  that  matter),  you 
easily  manage  your  entirr  network  systiMii 

any  location. 

II  you're  wondering  about  your  current 
ion-critical  applications,  there  are  a  variety  ol 


programming  tools  that'll  make  them  a  whole  lot 
friendlier  to  a  lot  more  people.  And  that  should 
make  everyone  a  lot  more  productive'. 

Perhaps  youd  like  to  iKiild  your  own  appli- 
cations. Object-oriented  tools  make  it  easier  to 
develop  new  and  more  powerlul  appliealioiis  to 

run  on  the  S/3<)0 
r  V  e  r     d  o     this  ?        server.  All  in  less 

time  than  migrating 
to  another  system.  And  l)e(  ause  it's  designed  with 
an  availability  that  exceeds  ')<).09"/(l  the  S/390 
server  is  built  to  ht'lp  keep  yoiu-  business  up  and 
rumiing.  And  running.  And  running. 

To  see  just  how  far  the  System/390  Parallel 
Enterprise  Server  can  take  your  business,  give  us 
a  eall  at  1  800  IBM-3333:  ext.  CA202.  Or,  turn  to 
http://wvvvv.s390.ibm.com  on  the  Net. 

We  think  vT)u*ll  like  what  we  have  to  say. 


Solutions  for  a  small  planet  ' 


la,  call  1  800 IBM-4Y0U,  ext.  CA202.  The  IBM  home  page  can  be  found  at  http  //www  ibm  com  IBM,  System/390,  S/390  and  DB2  are  registered  trademarks  and  S/390  Parallel  Enterprise  Server  and 
5  for  a  small  planet  are  trademarks  of  International  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  in  the  United  Stales  and  other  countries,  licensed  exclusively  through  X/Open  Com- 
lited  All  other  company  product  and  service  names  are  trademarks  or  service  marks  of  their  respective  companies  ©1995  IBM  Corporation 
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MOTOR  CITY 


BREAKING  THE  MOLD  AT  GM 


I  S    (J  E  N  E  K  A  L  MOTORS 

taking  a  blowtorch  to  its 
notorious  "fi-ozen  middle"? 
Its  infamously  change-re- 
sistant ranks  are  about  tn 
get  a  shakeup  when  cm 
names  newly  created  mai  - 
keting  and  product-devel- 
opment honchos  Oct.  19 
and  20.  As  these  new 
managers  gain  more  pow- 
er, company  insiders  pre- 
dict some  of  their  hide- 
bound bosses — at  least 
500 — will  take  buyouts  and 
retire. 

Some  16  to  18  new  devel- 
opment czars,  or  vehicle  line 
executives,  will  each  oversee 


DRAWING  BOARD:  A  GM  (I 


e  signer 


engineeiing,  styling,  and  man- 
ufacturing for  a  new  family 
of  cars  or  trucks.  The  jobs 
actually  have  teniu'e — 8  or  10 
years.  Among  the  fast-track 
execs  rumored  to  be  tapped: 


TALK  SHOW  It's  not  clear  to  me  what  is  going  on  in  tl 
Congress.?? 

— President  Bill  Clinton,  responding  to  congressional  Republu 
complaints  that  he's  not  negotiating  seriously  on  the federal  bu 


Michael  Grimaldi,  head  of 
planning  for  North  American 
operations;  James  Taylor, 
head  of  truck  purchasing; 
Larry  Lyons,  chief  engineer 
for  luxury  cars;  Gaiy  White, 
Olds  chief  engineer;  David 
Hill,  Corvette  chief  engineer; 
and  Freerk  Schaafsma,  mini- 
van  progi'am  manager. 

Aspirants  for  the  34  mar- 
keting posts,  called  brand 
managers,  must  undergo  giu- 
eling,  all-day  sessions  doing 
a  marketing  plan  for  a  hypo- 
thetical model.  Another  new 
twist:  Each  gm  auto  division, 
except  Saturn,  will  hire 
one  outsider-  as  a  brand 
manager  Most  of  those 
six  are  expected  to 
have  packaged-goods 
mai'keting  credentials. 

Keith  Naughton 
and  Kathleen  Kerwin 


LITIGATION  NATION 


WHY  OUTSIDE  DIRECTORS  HAVE  NIGHTMARES 


FOR   CORPORATE  DIRECTORS 

these  days,  getting  slapped 
with  a  lawsuit  is  almost  part 
of  the  job  description.  A  new 
Louis  Harris  poll  of  .500  out- 
side directors 
finds  that 
more  than 
40%  have  been 
targets  of  a 
suit.  Worse, 
they  feel 
that  the  com- 
pany-provided insurance  cov- 
erage for  suits  falls  short  of 
the  mark.  Almost  one-third  of 
those  polled  have  de- 
clined to  serve  on  a 
board — or  i-esigned  from 
one — because  of  insur- 
ance worries. 

How  valid  are  these 
concerns?  Well,  taking 
just  shareholder  suits,  a 
recent  study  by  National 
Economic  Research  As- 
sociates says  settlements 
rose  ft'om  103  in  1991  to 
183  in  1994.  Vinita  Juneja,  a 
.MERA  senior  consultant,  sus- 
pects the  number  may  be 
down  a  bit  this  year,  thanks 


to  talk  of  tort  reform  in 
Washington,  but  "that  may 
be  temporaiy."  In  addition  to 
shareholder  lawsuits  (usually 
filed  only  after  the  stock 
takes  a  dive),  the  disgiiintled 
sue  for  everything  from 
wrongful  fii'ing  to  discr-imina- 


tion  against  disabled  people. 

Ti'ouble  is,  so-called  direc- 
tors and  officers  (d&o)  insur- 
ance may  not  cover  every 
possible  liability  out  there. 
Says  Mark  Rosen,  vice-presi- 
dent at  Executive  Risk,  the 
major  D&o  carrier  that  com- 
missioned the  Harris  survey: 
"Some  financial  institutions, 
for  instance,  don't  cover  suits 
by  regulators."  □ 


THE  LIST  WALK.  DON'T  RUN 


For  the  one  m  six  Americans 
who  exercises  frequently,  fit- 
ness walking  is  most  popu- 
lar. Small  wonder.  Unlike  re- 
sistance machines  and 
aerobics, 
where  you 
need  costly 
equipment  or 
club  member- 
ships, fitness 
walking  is  a 
budget  opera- 
tion. This  is 
fast  walking, 
not  a  leisurely 
sidewalk 
stroll — but  less 
demanding 
than  running. 


MOST  POPULAR 
FITNESS  ACTIVITIES 

TOTAL  EXERCISE  PERSON  DAYS  PER  YEAR* 
IN  MILLIONS 


FITNESS  WALKING 

4,034 

FREE  WEIGHTS 

2,779 

RUNNING/JOGGING 

2,559 

STATIONARY  BIKES 

2,234 

FITNESS  BICYCLING 

1,483 

TREADMILLS 

1,418 

RESISTANCE  MACHINES 

1,173 

FITNESS  SWIMMING 

1,010 

STAIR-CLIMBING  MACHINES 

972 

LOW-IMPACT  AEROBICS 

724 

*  Americans  age  6  or  older  who  participated  at 
least  once  in  year,  multiplied  by  ttieir  average 
number  of  days  of  participation.  1994 

DATA  AMERICAN  SPORIS  DATA  INC- 


THE  DEAL  MILL 

THE  EU  GOES 
TRUSTBUSTING 

KIMBERLY-CLARK  AND 

Paper  have  hit  a  sn 
their  merger  plans.  Thi 
ropean  Union  is  launchi 
antitrust  probe  that 
end  up  forcing  the  p 
goods  companies  to 
chunk  of  their  assets  i 
rope,  where  combined 
exceed  $2  billion.  I 
U.  S.,  the  deal  is  under 
a  Justice  Dept.  review, 
results  expected  by  Nc' 
ber.  As  the  biggest  play 


Europe's  merger  wave 
companies  are  gettin 
hard  by  the  Eu's  feisty 
petition  authority:  Tl 
involved  in  about  25  of 
EU  antitrust  cases  tht 
this  year. 

In  the  Kimberly-Clai 
Scott  Paper  case,  the 
peans  fear  a  squeeze 
against  local  markets 
Britain,  where  Kimberl 
the  new  giant  would 
some  2.5%  to  30%  of  til 
sue-pape)'  market.  (It  \ 
have  one-third  in  the 
The  EU  competition  unj 
year  forced  Procter  & 
ble  to  divest  certain 
pean  businesses  befo: 
could  acquu-e  \T  Schicl 
the  German  tissue  co; 
Earlier  this  year,  the; 
mission  started  an  ir 
into  U.  S.  packaging 
moth  Crown  Cork  & 
proposed  acquisition  o 
naudMetalbox  of  Fram 
also  keeping  a  close  € 
America  Online,  Sprin 
AT&T  as  they  take  adv; 
of  Europe's  market  o]l 
in  telecom.      Linda  E 
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>W    TERRY    HOOPER    MADE    THE    WISE  DECISION 

TO    DUMP    HER    STOCK    IN    THE    MIDDLE    OF    A  LAKE. 


8:21  AM. 

The  lake  makes  for  a  ivell- 
deseiveci  break.  A  page  from  her 
broker  informs  that  the  risky- 
stock  purchase  opened  at  7  7/8. 

10:46  AM. 

Had  iH'H's.  .-{fter  sitting  on 
her  sunglasses,  she  sees  that 
it  dropped  to  5  }/4. 

12:27  PM. 

Sell  quickly  to  avoid  a  total 
loss?  No,  she  digs  her  feet  into 
the  soft  sand  and  waits. 
It  climbs  hack  to  7. 

2:42  P.M. 

The  fluctuating  stock  jumps 
and  she  sells  before  the  bottom 
drops  out.  .1  rela.ring  day  has 
turned  a  small  profit  financially, 
'ind  a  big  one  mentally. 


'izing  what  you  can  do  with  a  pager  these  days.  And  PageNet  allows  you  to  choose  local, 
}/  or  national  coverage  at  an  unbelievable  value.  So  now.  being  out  of  the  office  doesn't 
)eing  out  of  the  game.  For  more  information  about  the  world's  largest  paging  company,  call 
^AGENETor  visit  our  Internet  website  at  http://www.pagenet.com 


IN    TOUCH    AND  INGENIOUS 


Mure  Quality  Motorola'^  Pagers 


If 


m  n 


w  h  a  t 


imag- 

.  irre 


Hp 


C  d  1 1 


you 


i  m  a  q  i  n  e 


what    you    coiw  T  d 


p  r  i  n  t 


EPSON  COLOR  INK  .1  K  T  PRINTERS.  Imagine  being  ahle  to  voax  llial  niinhon  cluising 
child  calleil  vour  imagimilion  mil  of  vDiir  hniin  and  onta  a  dix  umeni  in  living.  Invdlhing.  72(1  \  720  dpi.  PItolo 
Oiialih  ink  jel  color.  Imagine  being  able  to  do  il  for  us  lillle  «.s  S449.  Imagine  the  kind  oj  color  thai  mil  make 
people  stop  ivhat  they're  doing  and  look  at  irliat  uni  just  did.  Imagine  EPSON  St\ltis  Color.  !\otc  stop  imagining 
and  call  1-800-BU)-EPSOI\  \3I0II.  or  tisit  our  iveb  site.  And  give  vour  imagination  something  to  pla)  tvith. 


YOU'VE  GOT  TO  SEE  IT  LN 


color: 
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DRAWN  &  QUARTERED 


l-WAY  PATROL 

A  NUMBERS  GAME 
FOR  NET  SURFERS 

LOTTERY  PLAYERS  NOW  CAN 

skip  the  convenience  store 
and  play  on  the  Internet — 
from  a  World  Wide  Web  site 
in  Liechtenstein.  The 
weekly  drawings  are 
run  by  the 
International 
Lotteiy  in  Liech- 
tenstein Foundation, 
a  not-for-profit  organiza- 
tion chartered  by  the  princi- 
pality. InterLotto,  as  it's 
called,  helps  raise  money  for 
charities  such  as  the  Red 
Cross.  Players  pick  6  of  40 
numbers  fi'om  the  home  page 


(httjjiZ/www.interlotto.li),  pay- 
ing an  entry  fee  of  five  Svdss 
fi-ancs  ($4.33)  \ia  MasterCaixl 
or  EuroCard.  Nobody  drew 
the  numbers  to  win  the 
roughly  $1.3  million  in  the 
first  drawing  on  Oct.  7. 

Can  hackers  leam  players' 
card  numbers?  InterLotto 
players  must  use 
Netscape's  Web 
i  a  Browser  soff- 
it ware,  which 
Sir  ■  ■  V  InterLotto  says 
is  secui'e.  Just  in  case 
players  still  aren't  reas- 
sured, InterLotto  also  accepts 
credit  card  data  via  fax  or 
post. 

No  one  has  started  a  Net 
lottery  in  the  U.  S.,  because 
regulators  are  unclear  as  to 


how  to  license  and  oversee 
one.  In  the  Caribbean,  there 
are  Internet  games  of  black- 
jack and  roulette.  InterLot- 
to tells  players  to  see  if  they 
can  legally  play.  Some  states, 
such  as  Florida,  ban  out-of- 
state  gambling.      Paul  Eng 


FUNNY  BUSINESS 

IF  A  CON  ANSWERS. ■■ 

THE  HOME  OFFICE  FOR  THIS 

telecommuting  scammer  is — 
appropriately — the  slammer. 
That's  what  Texas  authorities 
say  about  Alan  Todd  May,  a 
prisoner  in  Houston's  Harris 
County  Jail.  He  allegedly 
used  the  community  phone  in 
his  cell  block  to  raise  money 
for  five  conventions  that  nev- 
er occiUTed,  bilking  hundreds 
of  imsuspecting  exiiibitors  out 
of  deposits  they  paid  to  re- 
serve booths. 


While  serving  time  for 
waiting  bad  checks  and  cred- 
it-card fraud,  May  charged 


THE  BIG  PICTURE 


FOUR  YEARS  OLDER  AND  DEEPER  IN  DEBT 

A  College  Board  survey  says  1995-96  is  the  third  straight 
year  tuition  costs  have  risen  by  6%.  Since  the  rise  outpaces 
income  growth,  there's 
heavy  borrowing  for  6.3% 
college,  up  an 
average  17%  4.4% 
yearly  since 
1990.' 


exhibitors  from  $600  to 
$2,000.  police  say.  Over  the 
past  year,  the  victims  sent 
their  checks  to  his  adminis- 
trative assistant — who  inter- 
viewed for  the  job  in  the  jail 
visitors'  room.  Police  say 
May  booked  space  for  such 
fictitious  events  as  the 
Women's  Business  &  Health 
Show  and  the  Christian  Fam- 
ily Expo.  He  even  ran  ads  in 
newspapers,  including  The 
Wall  Street  Journal  and  The 
Dallas  Morning  News.  Says 
Houston  PoUce  Sergeant  J.  B. 
Haney  Jr.:  "The  guy's  dan- 
gerous near  a  phone." 

The  assistant  and  an 
electronic  paging  service 
fostered  the  semblance  of 
a  respectable  business. 
If  noise  from  other  in- 
mates intinded  on  his 
calls.  May  would  "just 
say  he  was  on  the  road 
or  at  some  convention," 
Charlotte  Mervin,  catering 
sales  manager  for  the  Adam's 
Mark  hotel  in  Denver.  She 
said  May  reserved  but  never 
paid  for  convention  space  and 
services  there. 

May,  who  didn't  respond 
to  a  request  for  comment, 
hasn't  been  formally  charged 
while  officials  investigate.  In 
the  meantime,  his  jailhouse 
phone  privileges  have  been 
revoked.  Kate  Murphy 


says 


LEGAL-EASE 

WELCOME  TO  THE 
INTERACTIVE  FIRK 

THE  CONVERGENCE  OF 

technology  and  entertaii  i 
that  is  driving  corporate  i 
ger's   and  partnershi] 
being  copied  by  law  1i 
Experts  in  traditional  c 
tainment  and  media  la' 
scrambling  to  add  atto 
adept  at  intellectual  pr-c 
rights  for  cd-roms,  c 
games,  interactive  cable 
Look  at  Loeb  &  Loe 
venerable  Los  Angeles  > ; 
tainment  firm.  Recenl', 
n-ier'ged  with  the  n 
smaller  intellit 
pr-operty  spedi 
Spensley  Hoi 
bas  &  Lubit: 
suit:  Loeb 
has  just 
up  some;) 
clients-,! 
Enteitaif: 
Imagini' 
Interft 
MA 
'  andJi 
Intc 
tive 

ner  Philip  Grosz  say 
should  boost  1995  profit 
to  15%. 

Fenwick  &  West  is 
softwar*e  rights.  And 
mann,  Wolff,  Bei'gman 
man  &  Silver-man  has 
sented  Hollywood  stars 
Selleck,    fr-acey  \]\% 
Their  new  joint  ventu 
attr-acted  client  Energ 
ductions,  which  needs 
help  as  it  digitizes  sucl 
footage  as  sunsets. 


FOOTNOTES    Cash,  as  share  of  U.  S.  households' assets,  1990:  13.8%;  1995:  10.7% 
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o  ne  of  tlie  Lest  tilings  aLout 


is  tlie 

fee-free  ATMs 


\^     Sanwa  PC  Banian^  comes  wi  til  lots  of  exti'as  most  Laiilcs  simply  aren  t  o  ffering.  Like  tlie  use  of  ATMs 

all  around  tke  world,  fee-free.  A  credit  card  witK  no  annual  fee.  And,  for  a  limited  time,  Sanwa 

r  PC  Banking  and  ckecking  even  come  witk  no  service  ckarges.*  So  you  can  transfer 

^^^i  I  Vw         money,  track  your  account  balance  and  pay  kills  witk  your  computer  anywkere, 

2^11^1^         anytime.**  Just  a  few  more  reasons  wkv  Sanwa  is  tke  kank  tkat  goes  wkere  you  go. 

sign  up  for  Sanwa  PC  Banking  and  a  free  copy  of  Quicken'^  or  Microsoft  Moneyf 

-GllfOrnia     ^^11  ^^^^  24-kour  Telepkone  Banking  Center  at  1-800-2 3-SANWA  and  ask  for 

iiidni^  solutions      g^.^  After  all,  it's  your  money.  You  skouldn't  kave  to  pay  to  get  your  kands  on  it. 

If  Califoniians.'" 


ign  up  for  Sanwa  PC  Banking  today.  Call  1-800-2 3 -SANWA.  Ask  for  Ext.  116. 


■W,ll,     ptTson.,1  comXhrJ  ON'i;  Markvl  X'aluc  •  CLvLine  Savings  Ac.XH.nt,  no  monllily  service  charges  tor  cliccking  .inj  1 'C  ii.inl-ing  (or  o, 
sukject  tti  credit  approval.  '*  I  ke  kank  upcLites  your  accounts  once  eacli  kanking  day.  Cut-off  kours  apply.  Inquire  for  details. 
Microsoft  Money  is  a  registered  trademark  of  Microsoft  Coiporation.  Quicken  is  a  registered  trademark  of  Intuit  Itic. 
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A  fragrant  pink  plum  blossom, 
flowering  against  a  boundless  blue  sky. 

This  is  the  symbol  of  the  new  China  Airlines,  and 
a  sign  of  changes  to  come. 

It  means  that,  from  now  on,  you  will  start  to  notice 
many  differences  when  you  fly  with  us. 

Our  new  look,  our  new  corporate  identity,  is  just  the 
beginning  of  a  continuous  process  of  improvement 


in  everything  we  do. 

In  the  air,  you  will  start  to  enjoy  a  new.i 
of  comfort,  cuisine,  and  service  second  to  non 

Our  fleet  is  being  upgraded  and  expande^ 
are  investing  not  only  in  the  latest  aircraft,  but  ;50 
most  advanced  flight  technology  and  training  s 

There's  a  change  on  the  ground,  too,  wit 
new  signage,  better  ticketing,  check-in  and  re  rv 


TA  I  P  n  1  ,    TA  I  \»'A  N  ,    R  O  t 


r  our  fast-growing  network  of  worldwide  best 
•ns,  and  many  more  improvements  to  come. 
ve  all,  though,  whenever  you  see  our  pink  plum  with 
you  will  recognize  a  fresh  spirit  within  China 

'irit  that  is  strong,  committed,  and  constantly 
)  be  better,  every  day. 

.ows  a  determination  to  be  not  only  Taiwan's 


airline,  but  one  of  the  world's  best. 

And  from  now  on,  we  carry  the  pink  plum  blossom 

pride,  from  Taiwan  to  the  world. 

We  blossom  every  day. 


CnmA  AiKLmES 


Centrex  Phone  Systems 


d  phone  lines  if  your  business  takes  off. 
move  lines  if,  perchance,  it  does  not. 


Add  phone  lines  if  you  need 
them.  Remove  phone  lines  if 
you  do  not.  This  should  not  be 
a  difficult  process.  The  Centrex 
phone  system  lets  you  do  this. 
Switching  equipment  is  at  our 
office.  No  switching  equipment 
is  at  your  office.  No  closet  is 
crammed  with  wires.  No  repair- 
man is  living  in  your  hallway. 
There  is  nothing  to  outgrow 
and  curse, 
severely, 
under  your 
breath. 

For  more  ways  you  can  use 
the  Pacific  Bell  Centrex  phone 
system,  call  l-SOO-PAC  BELL. 
Thank  vou. 


How  will  you  use  it? 


PACIFIC  BELL 

NETWORK 


IN  y\  PERFEOT  WORLD, 
EVERYTHirsTG  WOULD  BE. 
VALUE  PRIOED. 


\A  1.  r 
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[t  certainly  would  make  life  easier. 
It  for  the  time  being,  you'll  find 

General  Motors 
Value  Pricing 
only  on  in/r  cars 
and  trucks, 
fou  know  the  deal.  All  the  features 
3ple  ask  for  most.  Like  anti-lock 
ikes.  Airbag.  A/C.  24- hour  roadside 
istance.  And  a  3-year,  36,000-mile 
Tiper-to-bumper  limited  wan  anty 
h  no  deductible.  All  included,  and 
re,  for  one  low  sticker  price. 


4ow  any  number  of  auto  makers 

General  Motors, 

'vrolet  •    CMC   Truck   •    Pontiac   •  Oldsmobile 


will  charge  you  extra  for  that  stuff. 
So  a  fairly  decent  base  price  can  get 
ugly  rather  quickly. 

But  not  at  GM.  And  that's  the  beauty 
of  the  plan.  Since  you  already  know 
what  you  re  getting,  there  s  no  need  for 
haggling  or  hard  sell.  Instead,  take  your 
pick  from  over  85  different  General 
Motors  Value  Priced  cars  and  trucks. 

It  may  be  quite  a  while  before  you 
see  a  Value  Price  sticker  on  Otis  (the 
Labrador  retinex  er).  But  you'll  discover  a 
simpler  way  to  shop  for  a  new  car  at 
your  General  Motors  dealer,  today. 
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To  Prevent  Benefits  Deca 
Give  Your  Dental  Plan  An 


Annual  Check-Up. 


Without  appropriate  care,  \our  dental  plan 
could  be  eating  away  at  your  bottom  line. 
To  ensure  you're  not  spending  more  to  get 
less  than  you  should,  make  certain  that  any 
dental  phm  you  select  includes  the,se  essentials: 

Comprehensive  preventive  care  with  at 
leiLst  two  dental  ex;uns  and  cleanings  per  year 
Some  phms  don't  include  tluoride  or  sealants. 
Yours  should.  These  treatments  help  [prevent 
cavities,  which  brings  down  the  cost  of  care. 

Flexibility  in  appointment  schedul- 
ing. Miuiy  insurer  encourage  their  participat- 
ing dentists  to  schedule  "plan  patients"  as 
fill-in  appointments.  Your  employee  may  have 
to  take  time  off  during  the  day  to  receive 
dental  treatment  or  wait  months  to  be  seen. 
That's  not  only  a  problem  for  the  patient,  it 
costs  you  valuable  em|)l()yee  time. 

10H-CA 


Plans  that  allow  patients  to  visit  the 
dentists  and  specialists  of  their  choice. 

Research  proves  that  patients  won't  go  to 
dentists  they  don't  trust.  So  you  wind  up 
paving  the  premium  for  unused  benefits. 

Emergency,  weekend  and  holiday 
care.  A  plan  that  doesn't  cover  the  unexpected 
is  of  no  benefit  to  you  or  your  employees.  The 
emergency  that  isn't  taken  care  of  imme- 
diately can  cost  you  dollars  in  downtime. 

Broad  therapeutic  coverage.  A  plan 
that  covers  crowns  and  bi'idges,  braces  and 
dentures  and  even  root  canals  ma\'  cost  some- 
what more,  but  will  be  more  satisfactoiy  to 
all  plan  users.  Make  sure  that  limitations 
on  this  kind  of  care  are  not  unrealistically 
severe.  You'll  get  fewer  complaints  even 
though  employee  co-payments  are  higher 


for  these  sen'ices  than  for  [ireventive  c; 

To  make  sure  your  dental  plan  prcil 
acce|)table  protection  for  its  benefici;i 
write,  call  or  fax  the  California  Denil 
.Association  for  our  "Consumer's  Gui( 
f)ental  Insurance."  It's  designed  to  heh 
ensui'e  that  the  dental  plan  you  select  pni- 
the  essentials  of  good  oral  health  and  r 
good  business  sense,  too. 


Californa  Dental  Associa' 

Wc  Like  To  Sec  You  Smile" 
P.O.  Box  13749,  Sacramento,  CA? 
Phone:  1-800-CDA-SMILE 
Fax:  (916)  443-2943 
A  cDiistituent  of  the  American  Dental  Assoc 


THE  TOUR  CHAMPIONSHIP 
THE  TOP  30  MONEY  WINNERS  ON  THE  1995  PGA  TOUR 


THE  FINAL  HELD 


Lee  Janzen 


Peter Jacobsen 


Davis  Love  III 


Feel  the  thrilling  drama,  energy  and 
magic  of  PGA  TOUR  golf  at  its  best! 

See  which  player  will  turn  a  great  season 
into  an  unforgettable  one! 

The  historic  Southern  Hills 
Country  Club  hosts  the  season-ending 

TOUR  Championship... 
proceeds  benefit  Tulsa  area  charities. 

Watch  THE  TOUR  Championship 
on  ESPN  and  ABC  Sports 

Thursday,  October  26  3:30-6:30PM  ESPN 

Friday,  October  27  3:30-5:00PM  ESPN 

Saturday,  October  28  ..1:30-3:30PM  ABC 

Sunday,  October  29  3:00-6:00PM  ABC 

(All  Times  Eastern) 


THE  TOUR 

CHAMPIONSHIP 


SOUTHERN  HILLS  COUNTRY  CLUB,  TULSA,  OKLAHOMA 
OCTOBER  16-19. 1995 

Presented  by  Mercedes-Benz  and  MICHELOB 


Phil  Mickelson 


Nick  Faldo 


Mark  O'Meara 


Mercedes-Benz 


pfile  plann 


Smart  business  people  recognize  value  for  money,  and  1996 
BusinessWeek  planners  -  at  25%  off  the  regular  price  -  represent 
extra  value  for  money.  Planners  can  be  ordered  separately  or  as 
matching  skived  leather  Sets.  Their  design  is  sleek  yet  practical,  with 
13-month  calendars,  week-to-view  appointment  spreads,  and  comprehensive^ 
travel  &  business  information  sections.  Available  in  your  choice  of  color 
-  classic  black  or  deep  burgundy  -  these  are  definitely  planners  with  a  plus. 

Desk  Planners:  10' I2"  x  8'/2"  Pocket  Planners:  6'/s"  x 

Alternatively,  you  may  prefer  to  choose  the  deluxe  Presidential  Planner  Set,  bound 
in  blue  leather,  comprising  desk  planner  and  matching  wallet  planner, 
Complimentary  silver  name  stamping  and  presentation  box. 
Deluxe  Desk  Planner:  10' h"  x  S'h"  Wallet  Planner:  77<"  x  5'//' 

For  details  on  customization  options  and  special  quantity  discounts 
call  Amanda  Kane  on  201-461-0040. 

Materials  and  workmanship  fully  guaranteed  or  your  money  back. 


USA  Credit  card  holders  mav  c- 

TOLL-FREE  800-247-:; 

In  Iowa  800-247-2570 
Ask  Operator  18  for  Dept  BClHl 
We  honor  AmEx/Diners/Visa/Masteni 
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Name  (Mr/Mrs,Mn)_ 
Company  


City_ 


.  State/Countr>'_ 


Zip/Postcodc. 
Job  Title  


t:ude 

Regular  Price 

Your  Price 

Quantity 

Black  Desk  &  Pocket  Planner  Set 

BW210 

US$32.95 

Black  Desk  Planner 

BW207 

US$24,95 

Black  Pocket  Planner 

BW204 

US$12.95 

Burgundy  Desk  &  Pocket  Planner  Set 

BW226 

US$32.95 

Burgundy  Desk  Planner 

BW216 

usmm 

US$24,95 

Burgundy  Pocket  Planner 

BW218 

US$12.95 

Blue  Presidential  Planner  Set 

BWlOl 

US$95,00 

□  Send  iiK'  your  color  brochurt'  and  information  on  quantity  discounts  and 
customization  options. 


Pnces  include  delivery  by  surface  mail 
but  do  not  include  local  duties  or  taxes. 
Delivery'  commences  in  September  1995. 


Personalization  US$4.75  per  item 


Handling/Packing  US$2.25  per  item 


Full  name  for  blocking. 


Clip  coupon  and  mail  with  check  to  BUSINESSWEEK  PLANNER, 
n.'pt  Hr.)H!'K[Mi  I',,-,  i.vtv  Vnn  I        NMMTir.'i        \  r„ .    -..i  /,./ 


n  Check  enclosed  payable  to  'BusinessWeek  Planner' 
n  Bill  roy  Company  (Purchase  Order  &  Company  letterhead  enclosed) 
□  charge  to   □  AmEx    □  Diners  Club    □  Visa    □  MasterCard 

Card  No_ 
Expiration  Date  _ 


NJ  Residents  add  6%  Sales  Tax, 


TOTAL  US$ 
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WHEN  A  JUDGE 
PLAYS  EDITOR 


The  order  by  federal  judge  John 
Feikens,  barring  business  week  fi-om 
running  a  legally  obtained  stor\^  is  cleai- 
ly  unconstitutional  ("The  stoiy  behind 
the  Bankers  Tinst  stoiy,"  News:  Analy- 
sis &  Commentaiy  Oct.  2).  As  a  retii-ed 
journalism  professor  who  lectured  on 
prior  restraint  for  many  years.  I  com- 
pletely support  yom"  position.  Precedent 
from  the  Pentagon  Papers  decision  of 
June  25,  1971,  is  clearly  on  your  side. 

It  is  \ital  that  the  pubhc  understand 
that  imposing  prior  restraint  on  a  publi- 
cation goes  beyond  undermining  just 
the  rights  of  a  magazine  under  the  Fii-st 
Amendment.  To  the  extent  that  the  me- 
dia are  deprived  of  their  rights,  so  are 
the  rest  of  us.  Even  a  wliiff  of  totalitai*- 
ianism  can  balloon  into  a  stench. 

Frank  Grazian 
Professor  Emeritus 
Rowan  College  of  N.J. 

By  succumbing  to  couit  orders  and 
failing  to  print  a  stoiy  using  legally  ob- 
tained infonnation,  business  week  has 
failed  to  uphold  its  duty  to  protect  our 
First  Amendment  rights.  Hiding  behind 
an  editorial  statement  that  "business 
week,  of  com-se,  is  not  above  the  law" 
hardly  excuses  this  ii'responsibility. 

Our  Fu'st  Amendment  rights  ai'e  nec- 
essarily diminished  when  a  major  publi- 
cation concedes  that  lower  courts  can 
arbitrarily  forbid  publication  of  a  stoiy 
obtained  by  legal  means,  even  if  only 
temporarily.  The  media  is  responsible 
fu'st  and  foremost  to  the  people  and  the 
protection  of  om'  right  to  free  speech. 
Seek  forgiveness,  never  peiTnission,  for 
upholding  higher  principles. 

Emil  Ronchi 
Unadilla,  N.Y. 

The  Fu'st  Amendment  provides  pro- 
tection of  fi'ee  speech  by  the  press,  but 
it  specifies  no  time  fi-ame  in  which  this 
must  occur.  The  two  parties  in  litiga- 
tion have  a  contract  dispute  that  they 
wish  to  have  resolved  by  the  comt.  No 
criminal  activitv  has  been  detennined 


CORRECTIONS  &  CURIFIGATIONS 

In  "The  Big  Picture"  (Up  Front,  Oct.  16, 
1995),  the  percentages  of  companies  offer- 
ing certain  benefits  to  employees  after  sev- 
erance were  misstated.  The  correct  figures 
are,  for  health  care,  65%;  life  insurance, 
36%;  pension  credit,  17%;  long-term  dis- 
ability, 14%. 

"Team  Disney's  unknown  stars"  (People,  Oct. 
2)  should  have  said  that  Stephen  F.  Bollen- 
bach  received  his  M.S.  in  management  from 
California  State  University  at  Northridge, 


to  exist,  so  why  is  it  not  fair  for  either 
of  the  htigating  parties  to  want  a  clamp 
placed  on  records  of  the  case  and  for 
that  request  to  be  respected? 

Evidently,  Bankers  Tiaist  feels  that 
some  information  in  the  case  given  out 
by  Steven  HoUey  perhaps  included  some 
serious  Ubel  and  could  really  do  them  ir- 
reparable harm.  Why  is  that  feai'  so  in- 
comprehensible to  BUSINESS  w^EK?  Why 
can't  BUSINESS  week  figure  out  that 
part  of  this  "democracy"  includes  the 
rights  and  I'espeet  of  privacy,  whether 
the  entitv  is  a  person  or  a  corporation? 

Wilham  S.  Simon 
Atlanta 
WSSl@aol.com 

We  cannot  allow  the  courts  to  censor 
the  press  and  allow  violations  of  the 
First  Amendment.  The  people  have  a 
right  to  know.  Your  recent  article  on 
the  Dow  Corning  breast  implants  might 
have  been  WTitten  eariier  if  the  courts 
had  not  sealed  the  lawsuits  that  Dow 
Corning  fought  early  on. 

John  Gordon 
Cedar  Grove,  N.J. 

BREAST  IMPLANTS: 

WHO  BEARS  RESPONSIBILITY? 

The  experience  of  Colleen  Swanson 
described  in  "InfoiTned  consent"  (Cover 
Story,  Oct.  2)  is  duplicated  in  my  wife's 
case.  She  has  Dow  Corning  implants. 
She  utilized  the  ser\ices  of  Dr.  James 
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"It  you  want  to 
\k  answers... 
tills  Is  tlie  book 
to  read." 

— Lester  C.  Thurow 

Microsoft 

Michael  A.  Cusumano 
and  Richard  W.  Seiby 


Readers  Report 


Baker,  and  she  has  all  the  symptoms 
expressed  by  Colleen.  In  fact,  they  stall- 
ed 30  days  after  the  implants  and  contin- 
ually increased  in  severity.  We  don't 
know  if  it's  MS,  lupus,  or  what.  We  just 
know  the  symptoms  are  the  same,  and  it 
has  robbed  my  wife  of  the  lifestyle  that 
she  had  prioi'  to  the  implants. 

This  article  reflects  the  extent  that 
Coiporate  America  will  go  to  to  make  a 
profit.  The  cjuestion  that  needs  to  be 
resolved  is  how  to  make  this  segment  of 
Corpoi'ate  America  responsible  for  hav- 
ing destroyed  Colleen's  life,  my  wife's 
life,  and  the  lives  of  thousands  of  others. 
The  answer  is  to  make  them  pay  with 
real  dollars,  to  every  victim.  This  is  the 
only  transplant  they  understand. 

William  Lord 
Mt.  Airy,  Md. 

I  was  immediately  drawn  to  your 
cover  story  regaixling  John  and  Colleen 
Swanson.  Understanding  that  the  pub- 
lished excerpt  is  but  a  fraction  of  the 
whole  picture,  something  doesn't  smell 
right  in  light  of  Swanson's  status  in  the 
field  of  corporate  ethics. 

If  we  are  to  assume,  conservatively, 
that  Swanson  held  a  personal  convic- 
tion that  silicone  breast  implants  posed 
health  concerns  to  women  on  or  around 
September  18,  1991,  the  date  of  his  re- 
quest for  recusal  from  work  connected 
to  breast  implants,  it  is  difficult  to  rec- 
oncile his  course  of  action  over  the  next 
two  years.  Perhaps  Swanson  felt  he 
could  do  more  good  working  on  the  in- 
side, gathering  information  about  the 
potential  risks  of  implants.  Tliis  iirfonna- 
tion  might  have  led  to  earlier  detection 
of  similar  symptoms  in  others.  However, 
it  appears  Swanson  did  nothing  more 
than  sit  idly  by  until  he  could  retire 
and  collect  royalty  payments  from  his 
collaboration  on  the  book  from  which 
your  article  is  excerpted. 

I  appreciate  the  "real  life"  conunchum 
that  Swanson  faced.  But  it  is  in  situa- 
tions like  this  that  our  reasoned  discre- 
tion and  ethical  judgment  are  called 
upon.  While  known  for  what  he  did  in 
the  area  of  corporate  ethics,  Swanson's 
legacy  may  lie  in  what  he  failed  to  do. 

Andrew  Nardone 
Bridgeport,  Pa. 

Wliile  many  popular  publications  are 
printing  public-i'elations  propaganda  put 
out  by  the  breast  implant  manufactur- 
ers, yoiu'  article  did  not  follow  that  line. 

I,  like  Colleen  Swanson,  am  an  im- 
plant victim.  I've  suffered  for  years 
from  illnesses  caused  by  the  implants. 
The  makers  didn't  do  adequate  tests 
and  even  failed  to  notify  me  when  they 


had  iiifoiTnation  that  then-  implants 
being  associated  with  various  illn;? 
In  their  arrogance,  they  denied  n 
opportunity  to  be  explanted  year: 
Marilyn  W.)fc 
Hc?1 

MEDICARE  ENROLLEES 
DON'T  NEED  A  FLEECING 

Regarding  your  article  "How  t(ii< 
Medicare"  (Social  Issues,  Oct.  2): 
ance  companies  and  their  agent; 
salivating  over  the  prospect  of  p*" 
vouchers  in  the  hands  of  the  elde" 
the  purpose  of  buying  insurance. 

Yom-  author's  fantasy  that  "the 
ly  would  shop  among  dozens  o 
forms  of  insurance  companies,  al 
of  doctors,  HMOS,  and  other  ma' 
care  providers"  is  just  that.  I  s' 
that  before  your  reporter  write 
ther  on  the  subject,  he  intervie 
insui-ance  department  examiners 
out  how  insurance  sales  to  the 
works  in  the  real  world. 

Roger  P.  E 
Estes  Park, 

One  of  your  suggestions  is  t' 
of  vouchers  by  seniors  to  buy  ba 
surance  or  to  turn  into  cash  and 
it  in  tax-free  Medical  Savings  Ac 

I  am  a  volunteer  who  has  been 
seling  other  seniors  on  Medicar 
related  matters,  and  based  on  my 
rience,  I  can  tell  you  that  the  70-, 
90-year-old,  for  the  most  part, 
be  able  to  cope  with  the  marketpl 
carry  out  the  above  recommendat' 
nor  should  they. 

Morris  L 
Nev 
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kres  world 

•\  Time.  Since  Man  first  walked  the 
'iif  night  sky  has  awed  vovagers  as  the 
ded  their  steps.  But  today's  travellers 
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FIDELITY'S  WORLD 

The  Secret  Life  and  Public  Power  of  the  Mutual  Fund  Giant 

By  Diana  B.  Henriques 
Scribner  •  416pp  •  $26 


AN  800-POUND  GORILLA 
ON  THE  LOOSE? 


With  its  223  mutual  funds  and 
$346  billion  in  assets,  Fidelity 
Investments  has  the  ability  to 
exercise  enoi-mous  control  over  the  per- 
foiTnance  of  individual  stocks,  big  chimlvs 
of  the  market,  and,  increasingly,  world 
markets.  No  wonder  many  investors 
have  an  intense  curiosity  about  how  the 
company  works — and  deep-seated  fears 
about  how  it  uses  its  power  and  wheth- 
er this  huge,  loosely  regulated  fimd  ma- 
chine could  implode. 

Thus,  many  will  be  intrigued  by  Fi- 
delitys  World:  The  Secret  Life  and  Pub- 
lic Power  of  the  Mxtucil  Fund  Giant, 
written  by  Diana  B.  Henricjues,  an  in- 
vestigative reporter  for  The  New  York 
Times.  As  the  fb'st  book  of  any  import 
about  Fidelity,  it  warrants  a  look  by 
anyone  interested  in  mutual  funds  and 
the  role  of  the  industry's  biggest  player. 

Unfortunately,  the  book  offers  little 
insight  into  what  really  takes  place  inside 
Fidelity.  What  redeems  Fidelity s  World 
is  its  extensive  reporting  on  the  histoiy 
of  the  mutual-fund  industry  and  the  lax 
regulatory  system  that  has  developed 
since  the  1930s.  These  topics  hardly 
make  for  riveting  reading.  But  they  are 
central  to  the  book,  since  the  crux  of 
Hemnques"  argamient  is  that  Fidelity  has 
grown  so  large  and  secretive  that  the 
U.  S.'s  archaic  securities  laws  no  longer 
adequately  protect  investors.  It's  an  intri- 
guing idea — but  fii'st,  some  backgi'ound. 

Fidelity's  World  was  WTitten  without 
the  cooperation  of  Fidelity  employees, 
the  author  tells  us.  Although  she  pi'o- 
vides  no  explanation  for  this  fact,  her 
past  reporting  offers  a  clue.  Henriques' 
clips  include  several  articles  critical  of 
Fidelity,  including  a  1991  Times  story 
that  documented  the  questionable  in- 
vesting tactics  of  a  former  Fidehty  em- 
ployee, Dorsey  R.  Gardner,  who  man- 
aged aggressive  private  offshore  funds. 
Although  Fidelity  officials  decline  to 
comment  on  the  book,  they  likely  saw 


little  to  be  gained  from  cooperating. 

So  the  book's  hostile  tone  should 
come  as  no  surprise.  "For  much  of  its 
life,"  the  author  wi'ites,  "Fidelity  has 
managed  to  glide  smoothly  across  the 
cracks  between  its  public  image  and  its 
internal  reality:  Its  image  as  a  saga- 
cious money  manager  and  its  compel- 
ling determination  to  sell  fimds  no  mat- 
ter how  risky  or  ill-conceived  they  may 

be  "  Henriques  has  chronicled  every 

misdeed  she  could  uncover,  and  there's 
hardly  a  sympathetic  word  in  the  book. 

The  fii'st  chapter  sets  the 
tone  with  a  riveting  accoimt 
of  Fidelity's  I'ole  in  the  1986 
takeover  battle  at  Kaiser 
Steel  Corp.  With  control  of 
nearly  a  third  of  the  com- 
pany's preferred  shares.  Fi- 
delity and  its  senior  execu- 
tives, including  Chairman 
Edward  C.  "Ned"  Johnson 
III,  as  well  as  Johnson's 
fi-iend  and  adviser,  Joshua 
M.  Berman,  a  New  York 
lawyer,  are  shown  as  key, 
if  inept,  actors  in  a  hard- 
fought  proxy  battle.  Tlie  stoiy  illustrates 
a  fact  not  well  understood  about  Fidel- 
ity: This  giant  investor  is  sometimes  an 
aggressive  behind-the-scenes  player,  too. 
Of  Johnson,  she  observes:  "Not  since 
the  days  of  the  robber  barons . . .  had  so 
much  money — other  people's  money — 
been  controlled  by  a  single  individual." 
But  did  Johnson  actually  exercise  this 
power  to  the  detriment  of  stockholders? 
Although  Fidelity  lost  money  on  Kai- 
ser, Henriques  doesn't  convince  us  that 
the  company  acted  irresponsibly. 

Still,  this  chapter  provides  the  book's 
most  compelling  reading.  Then  come  long 
sections  of  often  eye-glazing  historical 
background,  followed  by  a  rehash  of 
modern-era  misdeeds,  including  Gard- 
ner's r-ogiie  investing  practices  and  the 
activities  of  two  Fidelity  employees  in 


the  junk-bond  deals  of  the  1980s.  S 
details  are  ft'esh,  but  most  of  thesl^ 
ries  have  been  well  chi-onicled  elsev 
The  final  chapter  presents  th 
thor's  strongest  case  that  Fidelity 
of  control.  She  argues  that  Fi( 
gives  its  fund  managers  too  much  , 
dom,  allowing  them  to  make  ina^ 
priate  investments.  For  example 
says,  sevei'al  supposedly  conser\t 
bond  funds  invested  in  Third  A 
debt  last  year  and  got  burned.  Ai; 
a  result  of  a  recent  proxy  vote,  f 
ty's    Magellan   fund,  supposed- 
gi'owth-stock  fund,  may  begin  invc 
in  commodities  and  certain  types  oa 
estate  and  buying  stocks  on  margib 
thi'ough  short  sales.  What  assm'aij; 
investors  have  that  Fidelity  fund 
remain  true  to  their  charters?  "F; 
Henricjues  quotes  a  Fidelity  exec 
as  saying  to  stockholders. 

Clearly,  Hemiques  is  appalled  b 
answer.  Fidelity's  "fimds  now  an 
to  use  investors'  money  in  ways 
framers  of  the  Inves 
Company  Act  [of  4( 
would  goggle  over — wwr 
answering  to  anyone  (( 
the  usually  compliant  a 
ity  flaid  boards,"  she  ^l(;e, 
In  "an  industry  whose  lie 
were  designed  for  lap 
Fidelity  frequently  ac  ili, 
an  "800-pound  gorilla.  ' 

Trouble  is,  after  su  iS' 
ing  scandalous  behRo' 
Hemiques  has  little  c 
reveal.  Is  Fidelity  a  i 
of  a  crisis?  Perhapt 
pr-obably  no  more  so  than  any  t 
fimd  company.  Hemiques  correct 
tifies  potential  problems — notinu,  I 
ample,  that  investors  might  flee  if 
ity  suddenly  starts  losing  nuui 
investments  that  shar-eholdei  s 
think  their-  ftmds  could  make.  Anc  li.ii 
of  r'egnlatory  I'efor-m?  After  sugg  iiii 
that  ther'e's  a  dir-e  need  for  greate 
ulation,  Henriques  fails  to  elabor; 

Fidelity's  World  r'eveals  that  th^ 
lot  more  going  on  at  Fidelity  tha 
stock-picking.  But  for  a  book  that 
meant  to  shock  reader's.  Fidelity's 
instead  offers  reassurance  to  Fidii 
millions  of  investor's — in  the  form  i 
absence  of  any  "secret"  scandals,  i 

BY  GEOFFREY  III 
Sniith  covers  Fidelity  from  BU:\ 
week's  Boston  bureau. 


HENRIQUES  CLAIMS  LAX  LAWS  LET  FIDELITY  RU  J 
WILD-BUT  SHE  DOESN'T  PROVE  HER  POINT 
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What  Good  Is  A  Frequent 
Flyer  Program  If  The  Miles 

Take  Off  BeforeYouDo? 

Keep  flying  Delta,  and  your  miles  never  expire.     >^"""''  | 


Just  when  it  seemed  like  you  earned  enough  frequent  flyer 
miles  to  take  that  long-deserved  free  trip,  ZAP!  -  your  unused  miles  start 

expiring.  Such  is  the  case  with  some  other  airlines.  With  Delta  Air  Lines, 
however,  you  can  extend  the  life  of  your  miles  indef  initely.  Simply 
hy  taking  a  qualifying'''  Delta  or  Delta  Connection® 
flight  at  least  once  every  3  years.  You  can  even 
transfer  your  SkyMiles  "  awards  to 
another  person. 

And  with  Delta,  you 
can  use  your  SkyMiles  to  fly 
to  over  3001  cities  worldwide. 
Delta  SkyMiles.  The  one 
frequent  flyer  program  where  your 
pportunities  are  truly  endless. 


A  Delta 


You  II  love  the  way  we  fly"  B'^'^'' 
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All  Nl.indard  I  Jelt.i  SkyMiles  proj^r.ini  rules  .irul  condilion'i  .ipply.  'A  qu.ilifyiilg  segment  is 
Dclla/Dclta  Connection  llighr  i.ikcn  with  the  piirch.ise  of  .1  fare  tlui  is  eligible  tor  frequent 

le.igc  credit  All  SkyMiles  aw.irJs,  except  elite  level  sennieitr  upur.ides  and  tr.uisoce  it  1 

.irc  trans ter.i hie  to  another  person  However,  the  sale,  purchase.  .isMgnineiit  (ir  ba)  n  :  ■  1 
SkyMiles  award  travel  certificales  and  tukcts  has  been  held  m  be  illepal-  Attliennu 
till  member  whi>se  name  appears  on  rhe  Lertiticaie  may  deMgiute  the  free  ticket  Ik'  i-.  m'  ■ 
11,11m  ot  another  person.  If  upgrades  are  transferred.  Delta  must  do  the  titkctiiif;  1  i'  1- 
iitit-s  served  by  Delta  and  Delt.i  (  nnnettion.  Delta  C  oniKMion  flights  operate  uitli  I 
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'echnology  &  You 


STEPHEN  H.  WILPSTROIVI  

lAKING  PC  FLICKS 
LICKER-FREE 


ver  since  multimedia 
j  "movies"  started  show- 
^ing  up  on  personal 
iputers  a  couple  of  yeai's 
I've  been  underwhelmed, 
lehow,  a  jerky,  postage- 
tip-size  image  of  some  ex- 
;  explaining  the  Internal 
enue  Code,  his  lips  out 
ync  with  the  sound,  just 
I't  add  much  to  the  expe- 
ce  of  filhng  out  a  1040. 
hen  I  saw  clips  of  Ar- 
i  Schwarzenegger  in 
?  Lies  on  a  new  IBM 
ikPad  760CD.  The 
le  filled  the  screen, 
smooth,  flicker- 
motion  was  as 
i  as  a  VCR  re- 
iing — and  the 
id  was  in  sync 
the  motion. 
.ISM.  The  differ- 
is  a  technology 
■d    MPEG,  and 
re  going  to  be 
ig  and  hearing  a 
lore  about  it  as  it 
es  its  debut  on 
>-market  PCs  this 
Initially,  mpeg 
I  lounced  "em-peg")  tech- 
'     will  combine  with  3-D 
\  lays  (a  topic  I'll  cover 
I  week)  to  add  realism  to 
}s.  But  like  digital  sound 
CD-ROM  drives  before  it, 
;  will  quickly  migrate 
games  and  entertain- 
;  to  a  broad  variety  of 
cations,  including  inter- 
e  training  videos  and  vii*- 
reality  catalogs.  There 
be  uses  we  can't  even 
ine  yet. 

'EG  was  developed  by 
tlotion  Pictures  Experts 
p,  an  international  stan- 
•setting  panel.  The  for- 
provides  for  drastic 
;hing  of  images — and  a 
lardized  way  of  decoding 


them.  Data  compression  is 
the  key  because  the  worst 
bottleneck  in  today's  comput- 
ers is  moving  data,  not  pro- 
cessing it.  CDS  were  designed 
to  move  1.5  million  bits  per 
second,  and  faster  drives 
have  boosted  the  speed  to 
about  9  milhon  bps.  But  your 
computer  must  be  able  to 
swallow  150  million  bps  to 


put  smooth  action  on  the 
screen.  Adding  broadcast- 
quality  color  and  resolution 
can  double  or  triple  the  de- 
mand. MPEG  fills  the  gap  by 
reducing  the  volume  of  data 
by  more  than  95%. 

There  are  two  approaches 
to  the  compression  process, 
with  significant  differences  in 
what  you  see.  Software  de- 
compression is  cheap,  but  it 
relies  on  your  computer's  pro- 
cessor chip  to  do  the  work.  A 
Pentium  cliip  can  handle  the 
load,  but  only  at  the  expense 
of  other  things  it  might  be 
doing.  Software-only  mpeg  is 
built  into  Packard-Bell's  cur- 
rent line  of  home  computers. 


The  next  release  of  Micro- 
soft's Windows  95  will  include 
both  MPEG  and  a  new  version 
of  Indeo,  Intel's  rival  soft- 
ware video-compression  stan- 
dard. You  can  also  download 
MPEG  software  from  the 
Internet  and  online  services. 
ONLINE  MOVIES.  To  really  see 
MPE(J  show  its  stuff,  you  need 
hardware  decompression, 
which  uses  special  chips  to 
take  the  load  off  the  central 
processor.  Right  now,  it's  a 
faii'ly  expensive  add-on:  mpeg 
boards  from  Creative  Labs, 
Tele  Video,  Boffin,  and  Sigma 
Designs  run  $250  to  $300. 
But  prices  are  about  to 
plunge  as  a  mass  market  de- 
velops for  the  technology. 
Compaq  Computer  Corp.  is 
building  hardware  mpeg  into 
its  new  Presario  desk- 
tops and  LTE  5000  lap- 
tops. Hardware  compa- 
nies such  as  Chromatic 
Research  are  designing 
specialized  chips  that  will 
handle  a  variety  of  multi- 
media tasks,  including 
MPEG,  at  a  fraction  of 
the  cost  of  today's 
systems. 

Right  now,  mpeg  ap- 
pKcations  consist  mainly 
of  games  and  online 
files,  such  as  satellite 
weather  photos.  But 
software  pubhshers  are 
ready  to  provide  new 
content  as  the  hardware 
becomes  pervasive  and  mpeg 
movies  replace  the  low-qual- 
ity videos  now  found  on 

CD-ROMS. 

A  fiuther  boost  will  come 
from  the  recent  agreement  by 
enteitainment  and  consumer- 
electronics  companies  to  use  a 
new  standard  for  liigh-capaci- 
ty  CDS.  Together  with  even 
more  efficient  mpeg  compres- 
sion, the  new  format  could 
hold  an  entire  featui-e  film  on 
a  single  5'/-inch  disk — and 
turn  your  computer  into  a 
really  expensive  video  play- 
er The  whole  history  of  the 
PC  industry,  however,  has 
been  that  the  basic  technolo- 
gy comes  first  and  the  appli- 
cations follow  quickly.  So  just 
stay  tuned — literally. 


BULLETIN  BOARD 


CURSOR  CONTROL 
A  HOUSELESS  PAD 

If  moving  a  mouse  to  make 
things  tiappen  on  your  com- 
putei  screen  doesn't  seem 
quite  natural,  you  might  want 
to  try  the  louche  Touch  Pad 
from  International  Technology 
Associates  (800  223-6433). 
You  control  the  cursor  by  mov- 
ing your  finger  along  a 


smooth,  2-by-2/<-inch  surface 
and  tapping  to  simulate  the 
effect  of  mouse  buttons.  I 
found  fine-motion  control  on 
the  $59  Touche  device  consid- 
erably easier  than  earlier 
touch  pads,  such  as  the  ones 
used  on  Apple  PowerBook  lap- 
tops. Touche  is  available  in 
versions  for  pes  or  Macintosh. 

MEMORY 

ALWAYS  QUIT  WINDOWS 

Is  your  computer's  hard  drive 
mysteriously  filling  up?  If  so, 
perhaps  you're  not  leaving 
Windows  properly.  Windows 
creates  a  number  of  tempo- 
rary files,  usually  in  your\DOs 
directory  under  Windows  3.1. 
If  you  turn  off  your  computer 
without  shutting  down  Win- 
dows, these  files  never  get 
deleted.  The  answer  is  to  se- 
lect Filel/Exit  Windows  or 
press  Alt-F4  in  the  Program 
Manager  to  quit.  A  graceful 
exit  is  even  more  important  if 
you  use  Windows  95.  Unless 
you  use  the  shutdown  com- 
mand— found  on  the  Start 
menu — you  may  fail  to  save 
important  configuration  data 
when  you  power  down. 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 


For  years,  your  sharpest  ide;Ls  had  to  he  entrusted  to  the  dullest  overhead  projectors. 

And  then  you  discovered  that  a  presentation  with  Hhii  and  sound  and  animation  can  ht  in  a  briefcase. 

And  you  discovered  that  you  can  slip  200  megabytes  of  pi'oduct,  pricing  and  competitive  updates  into  a 

And  vou  discovered  that\'OU  can  add  French  subtitles  tk-'-'^ii^''^-^ 


Andyoii 


dit  a  sales  video  at  30,000  feet. 


check  an  inventory  database  inTacoma  from  the  back  of  a  taxi. 


And  you  discovered  how  convenient  it  can  be  to  fax  a  purch;ise  order 


from  a  cafe  on  the  Champs-Elysees  to  a  desk  in  Seattle. 


AjuI  you  discover: 


show  powerful  the 
mputer  makes  you. 


It's  not  how  powerful 
the  computer  is. 


10(1-117  MHz  (me 
I'im  vrK  dip.  6  4  Ih  . 
JS-4hrmiHbulleiy. 
lil-i"  VGA  or  Sl'GA  screen, 
up  lo  6-iMB  mi  expan- 
sion, up  to  1 1GB 


ii.iril (Inn:  iirilcihle 
Jidm.MOairlridneaniit- 
iihh:  huill-m  infnireil 
siipp(trlin!>  IJiCiilTalk'  up 

lit  l(i-liil  rit/ni-iiiil. 
I(:-I)il  slereit  ,««(«</, 


Introducing  Macintosh 
PowerBook  with  PowerPC. 


The  power  to  be  your  best: 


'■loindiitdmls  uith  liisabilm  Tbleiiru  imretVS  ohIyJ.  ailt  H00-600-yn08  or  JT}' fiOO 


Economic  Viewpoints 


BY  RUDI  DORNBUSCH 


THE  ECONOMY'S 
DIRTY  LITTLE  SECRET 


PUMPED  UP: 

Official  stats 
exaggerate 
inflation. 
Fixing  them 
would  be 
politically 
risky,  but 
economically 
wise 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Tecfinology 


Inflation  in  the  U.  S.  has  been  low  for  more 
than  a  decade— 3.6%  since  1985 — which 
is  half  the  rate  of  the  previous  10  years. 
And  it  may  soon  fall  even  fiuther.  Yet  this  ad- 
ditional decline  in  inflation  won't  result  ft'om 
superior  Federal  Reserve  policy,  highly  com- 
petitive markets,  or  a  soft  economy.  It  will 
come  from  an  adjustment  of  the  way  the  con- 
sumer price  index  (CPi)  is  measured.  With 
new  and  better  measui'ements,  inflation  would 
fall  somewhere  between  0.7%  and  2%. 

Unfoitimately,  the  shift  to  more  accuracy  is 
highly  controversial.  The  overstated  official 
inflation  rate  has  helped  some  gi'oups  benefit 
at  the  expense  of  others,  including  the  Treas- 
ury Dept.  Everyone  from  senior  citizens  to 
labor  unions  would  initially  decry  it,  but  im- 
proving the  exactness  of  data  is  good  policy 
because  it  allows  the  economy  to  collect  a 
bonus. 

The  overstatement  of  inflation  in  the  official 
CPI  measure  stems  from  some  obvious  causes. 
Over  time,  people's  consumption  patterns 
change  as  they  substitute  relatively  cheaper 
goods  for  expensive  ones.  But  computation 
of  the  CPI  "consumption  basket"  tends  to  lag 
behind  the  change.  Too  much  weight  is  given 
to  high-priced  goods  over  relatively  cheap 
ones.  It  takes  periodic  rebasing  of  the  basket 
to  eliminate  the  bias. 

SMARTER  SHOPPERS.  In  addition,  the  quality 
of  most  goods  improves  over  time.  This  qual- 
ity improvement  must  be  reflected  in  the 
downward  adjustment  of  inflation,  and,  in- 
deed, allowance  is  given.  But  it's  far  too  little, 
since  quality  improvement  is  so  dramatic, 
what  with  new  materials,  better  cars,  and 
far  better  computers.  Also,  people  are  serious 
discount  shoppers  these  days.  On  Fifth  Ave- 
nue, it  is  called  an  "accommodation,"  else- 
where simply  a  sale.  Ideally,  the  CPi  would 
capture  this  by  collecting  the  discount  pric- 
es— but  often  the  list  price,  not  the  transac- 
tions price,  gets  into  the  sample.  This,  too, 
overstates  inflation. 

The  opposition  to  cutting  the  CPi  is  strictly 
political.  The  official  inflation  measure  is  used 
in  three  key  places.  In  the  Social  Security 
cost-of-living  adjustment,  it  has  led  to  contin- 
ued overpayment.  Because  true  inflation  is 
less  than  official  inflation,  real  payments  to  the 
recipients  are  steadily  rising.  Seniors  have 
been  overpaid  by  bilhons  of  dollars  over  the 
past  decade. 

Also,  taxpayers  have  been  getting  a  break 


by  being  asked  to  fork  over  too  little 
brackets  are  indexed,  and  official  infl 
pushes  the  thi'esholds  of  those  brackets 
much,  allowing  the  middle  class  to  esc; 
more  serious  tax  bite.  And  finally,  the  c* 
living  adjustment  in  labor  contracts  i: 
too  high.  That  reduces  corporate  profit? 

It  is  clear  that  the  President  and  Con5 
are  not  eager  to  bite  the  CPi  bullet:  Tii 
more  money  fi'om  the  midcUe  class  and  p|i 
less  to  the  elderly  is  a  prescription  for* 
Telling  workers  they  are  overpaid  wh4 
fact  they  feel  squeezed  seems  politically  m 
dal.  Yet  the  right  tiling  is  to  use  tme  infl 
Congress  and  the  President  could  then 
around  and  allocate  the  hai^vest  by  intr 
ing  middle-class  tax  cuts,  reducing  ca 
gains  taxes,  or  whatever  is  the  fashion  c 
day.  They  might  even  ease  up  on  the 
extreme  budget  cuts  now  on  the  table.  ''. 
is  simply  no  reason  to  keep  using  the  v 
numbers. 

GIFT  HORSE.  The  bonus  for  doing  things 
is  the  potential  for  a  period  of  far  easier  D 
ey.  The  Fed  is  constrained  by  headhne 
tion  that  focuses  on  the  official  CPi  rate 
the  facts.  Everybody  knows  there  is  viri 
no  inflation  in  America,  yet  the  Fed  mu 
by  what  the  official  numbers  show.  L 
inflation  on  the  fi-ont  page  means  lower 
est  rates  in  no  time.  In  Germany,  this 
happened  when  a  revision  of  the  CPi  p; 
inflation  down  half  a  percentage  point 
the  Bundesbank  responded  with  a  hall 
centage-point  cut  in  rates — with  possibly 
to  come.  By  cutting  the  cuiTent  CPi  in 
the  Fed  would  be  able  to  push  down  rat 
4%.  There  would  be  an  economic  boom  i 
anywhere  else  in  the  world. 

Of  coui'se,  the  adjustment  is  simply  a  1 
and  not  a  license  for  perpetual  unbou 
growth.  But  who  minds  a  bonus?  The 
economic  growth  will  improve  the  budj 
thereby  also  lowering  interest  rates. 

Using  a  better  CPI  is  not  the  panacea 
will  turn  America  into  a  monetary  and 
paradise.  But  it  would  unleash  enough  f 
able  effects  to  make  it  well  worth  the  eb 
When  Pi-esident  Clinton  introduced  a  sli 
budget  package  at  the  outset  of  his  lr 
low  interest  rates  and  vigorous  gi'owtif 
lowed  in  no  time.  The  President  should  ii 
ter  the  coui-age  for  another  round  rathei-h 
yield  to  the  shortsighted  tantrums  o  t 
overpaid  and  undertaxed.  ; 
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0  ver¥  indepenifcnt  copiers,  call  1-800-ABC-MlTA.  The  times  demond  Mito. 


Asset  Management 


ouc&Mus 


This  number  testifies  to  the 
trust  thousands  of  fund  manag- 
ers and  individuals  have 
put  in  AXA  in  23  countries 
worldwide. 

It  also  ranks  us  as  the  4th  larg- 
est global  insurer  in  terms  of 
assets  under  management. 
Over  the  last  20  years,  AXA 
has  multiplied  its  revenues 
180  times,  its  equity  funds 
220  times,  and  its  funds  under 
management  690  times. 
So  it  is  clear  we  are  not  speak- 
ing lightly  when  we  say  : 
"Go  ahead.  You  can  rely  on  us". 


INSURANCE  &  INVESTMENT 


Economic  Trends 


BY  GENE  KORETZ 

THE  TOP  LINE': 
NOT  TOP  DRAWER 

Will  scant  sales  rein  in  profits? 

According  to  economist  James  W. 
Paulsen  of  Investors  Management 
Gi"oup  in  Des  Moines,  a  pai-adox  is  trou- 
bling Wall  Sti'eet  and  Corporate  Amer- 
ica in  the  1990s — one  that  I'aises  wonies 
about  profit  gTowth  in  the  years  ahead. 

Tlie  pai'adox  is  the  absence  of  a  trend 
that  has  contributed  to  every  other 
profit  boom  since  the  war:  "top-line" 
growth,  or  sales  increases.  Nominal 
gross  domestic  product,  a  good  proxy 
for  the  economy's  total  sales,  has  gi-own 
at  a  scant  5%  annual  rate  in  the  1990s, 
its  slowest  pace  since  the  Depression. 
Sales  chalked  up  by  s&p  400  companies 
have  advanced  at  an  average  of  just 
3.1%  a  year  (chart),  suggesting  that  real 
sales  gains  have  been  slim. 

So  far,  business  has  been  able  to 
thrive  in  an  environment  of  sluggish 
top-line  gi'owth,  observes  Paulsen,  by 
adopting  a  number  of  cost-cutting 
strategies.  Restructuring  and  downsizing 

CORPORATE  AMERICA'S 
LAGGING  SALES  GROWTH 


STANDARD  &  POOR'S 
400  STOCK  INDEX 

AVERAGE  ANNUAL 
RISE  IN  SALES 
PER  SHARE 


'50s 

A  PERCENT 

DATA.  STANDARD  &  POOR'S.  INVESTORS  MANAGEMENT  GROUP 

have  eliminated  fat  in  employee  ranks. 
Hefty  investment  in  technology  has 
made  remaining  workers  more  produc- 
tive. And  companies  have  I'eplaced  high- 
paid  employees  with  lower-cost  temps, 
part-timers,  and  contract  workers. 

Such  tactics  in  turn  have  heightened 
insecurity  among  workers — enabling 
business  to  enforce  wage  restraint  and 
to  boost  the  share  of  national  income 
claimed  by  profits.  But  they  have  also 
fostered  resistance  to  higher  prices 
among  consumers  and  thus  contributed 
to  the  lack  of  top-line  growth  that 
helped  touch  off  the  cost-cutting  drive  in 
the  first  place. 

Unable  to  raise  prices,  businesses  in- 


sist that  they  must  continue  to  trim 
costs  and  become  even  more  efficient. 
But  Paulsen  wonders  how  much  further 
profits  can  be  enhanced  by  "below  the 
line"  cuts.  And  he  worries  about  dimin- 
ishing returns  from  upgraded  technolo- 
gy. "After  six  or  seven  years  of  down- 
sizing," he  asks,  "how  much  profit  juice 
is  still  left  to  squeeze  out?" 

In  sum,  Paulsen  thinks  that  much  of 
the  profit  surge  of  the  1990s  resulted 
fi'om  one-time  cost-cutting  tactics  that 
are  losing  their  potency.  If  this  is  so, 
then  profit  gi'owth  is  unlikely  to  be  sus- 
tained without  enhanced  sales  growth. 

With  the  sluggishness  in  overseas 
economies,  weakening  exports,  scant 
U.  S.  macroeconomic  stimulus,  and  con- 
sumers as  budget-minded  as  ever,  "the 
critical  question,"  he  says,  "is  just  where 
that  sales  growth  will  materialize." 


WEIGHING  THE 
R&D  TAX  CREDIT 

Its  overall  impact  is  modest 

Should  Congress  extend  the  recently 
expired  "temporary"  14-year-old  re- 
search and  development  tax  credit, 
make  it  pennanent,  or  let  it  pass  into 
oblivion?  Ideally  the  answer  should  de- 
pend on  the  credit's  effectiveness.  But 
as  a  recent  report  by  Congi-ess'  now-de- 
ftmct  Office  of  Technology  Assessment 
makes  clear,  effectiveness  depends  on 
the  goals  sought.  The  ota  says  the  cred- 
it produces  about  $1  in  additional  R&D 
outlays  for  each  $1  of  lost  tax  revenue. 
Thus,  it  is  clearly  effective  in  boosting 
corporate  R&D  spending  at  the  margin. 

But  the  agency  also  notes  that  some 
experts  ar-gue  that  government  spon- 
sorship of  R&D  should  focus  on  areas 
that  the  market  may  fail  to  support: 
basic  r'esearch  that  has  long-term  pay- 
offs or  the  efforts  of  small  entrepre- 
neurial fii-ms  in  such  fields  as  biotech- 
nology and  inforTnation  technology.  From 
that  standpoint,  the  credit  seems  less 
successful.  Some  70%  of  tax-cr-edit  funds 
are  claimed  by  lar-ge  companies — 'with 
more  than  $250  million  in  assets.  Com- 
panies with  less  than  $10  million  in  as- 
sets account  for  a  mer-e  11%  of  claims. 

In  truth,  the  credit,  which  costs  the 
government  $1  billion  to  $2  bilHon  a 
year,  plays  a  very  small  part  in  the  na- 
tion's R&D  effort.  It  accounts  for  only 
2.6%  of  total  federal  r&d  funding  and 
just  1.6%  of  all  nonfederal  business  r&d 
spending — surprisingly  small  potatoes, 
in  view  of  the  heated  debate  it  has  gen- 
erated over  the  years. 


THE  POLITICS  OF 
DEFICIT-CUTTING 


WES  I 


It's  harder  when  times  get  tough 


I 
IS 
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The  industrial  world's  swing  tow 
deficit  reduction  could  be  imp© 
by  a  political  backlash  sparked  by 
current  slowdown  in  economic  acti\ 
As  measured  by  the  Organization 
Economic  Cooperation  &  Developmi 
Britain's  deficit  will  fall  fi"om  7.9%  of 
in  1993  to  2.6%  next  year,  a  dfcsDi 
amounting  to  5.3%  of  gdp.  Aside  fi  irivatt 
Japan,  which  has  turned  to  fiscal  stim  ki 
to  stave  off  a  deflationary  spir-al,  other 
dustrial  nations  are  following  suit  (ch; 
Such  moves  are 


A  GLOBAL  SHIFT 
FISCAL  RESTRAII 
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not  only  inspired 
by  fears  that  aging 
populations  will 
add  to  the  weight 
of  bloated  social- 
welfare  spending, 
but  in  Europe  ar-e 
also  the  pr'erequi- 
site  for  a  common 
currency.  They  are 
reinforced  by  the 
discipline  imposed 
by  deficit-wary  fi- 
nancial mar'kets. 

The  problem  is 
that  industrial 
economies  are  now  weakening — in  imjs 
because  of  the  fiscal  restraint  alreadfr 
track — and  unemployment  is  rising,  i 
less  economic  growth  rebounds,  pi[ 
pressure  to  delay  cuts  in  social  spenti 
is  likelv  to  mount.  Ik 


DATA:  OECD  PROIECTION 
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A  SMIDGEN  OF 
BLACK  PROGRESS 

Poverty  dips,  and  income  rises  r'^mci 
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Although  U.  S.  median  househol 
come  was  stagnant  in  real  ti[ 
last  year,  the  strong  economy  lifte( 
living  standards  of  poor  and  lower- 
die-class  black  Americans  for  the 
time  since  the  late  1980s. 

According  to  the  Census  Bureautif 
over-all  poverty  rate  dipped  to  1 
fi'om  15.1%  in  1993,  but  among  bja, 
the  drop  was  a  sizable  2.5  perceTi',^^ 
points,  to  30.6%.  Of  the  1.2  millionk  '^"^ 
son  decline  in  the  number  livir  r '"'5''^ 
poverty  last  year;  blacks  accounten  s« 
nearly  60%..  Meanwhile,  the  real  mf 'liBam 
income  of  black  households  rose  a  rptainj] 
5%,  to  $21,027,  in  1994— the  onlyfcjrijf,j 
posted  by  any  r-acial  or  ethnic  gi'Op.ifij 
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[E  BAD  NEWS  FOR  JOBS 
IN  THE  GOODS  SECTOR 


^Mt^^^^daMdMUm  happening  in  the  economy 
now,  take  a  look  at  the  split  between  goods  and 
;es  in  the  September  employment  report.  Jobs  in 
rivate  service  sector  increased  by  a  healthy 
»0.  But  goods-producing  industries — mining,  con- 
ion,  and  manufacturing — lopped  off  18,000  jobs, 
facturers  alone  cut  their  payrolls  by  32,000. 
!  job  gap  says  loads  about  the  cyclical  forces  at 
right  now.  Last  year,  gi'oss  domestic  product 
)ds  rose  more  than  7%,  the  fastest  growth  in  a 
e.  But  by  early  1995,  demand  for  goods  was 
g  the  strong  headwinds  from  the  Federal  Re- 
's interest-rate  hikes,  and  inventories  suddenly 
1  top-heavy,  forcing  production  cuts. 

So  in  the  second  quarter, 
HAT'S  WEIGHING       service  gdp  rose  at  a  stm-dy 
WM  JOB  GROWTH       3.8%  annual  rate,  while  goods 
GDP  fell  0.5%,  the  largest  dip 
in  SY'  years.  The  result:  pal- 
tiy  economic  growth  of  1.3%. 

The  key  to  the  economy's 
reacceleration,  therefore,  is 
manufacturing.  The  factory 
sector's  rebound  depends  on 
how  fast  the  inventory  coirec- 
tion  runs  its  coui'se.  The  good 
is  that,  heading  into  the  fourth  quarter,  stock 
appear  to  be  in  much  better  shape  than  they 
n  the  spring,  dealing  the  way  for  manufactui-ers 
ip  up  output. 

HOLD  THE  HALLELUJAHS.  There  also  are 
stmctural  forces  restraining  the  economy  gener- 
nd  manufacturing  especially.  Ongoing  pressure 
tructure  and  enhance  competitiveness  will  mean 
ictoiy  workers — more  so  than  service-sector  em- 
•s — will  bear  the  bmnt  of  smaller  pay  hikes  and 
T  job  insecurity  (chart). 

n  in  a  growing  economy,  layoffs  at  big  mann- 
ing companies  will  continue  to  captui'e  the  spot- 
I  dragging  down  consumers'  spirits  whether  or 
j  ley  work  in  manufacturing.  With  profits  set  to 
I  -om  a  strong  peifoiTnance  thi-ough  the  first  half  of 
I  he  squeeze  on  payrolls  and  wages  may  intensify. 
)e  sure,  services  are  also  feeling  the  heat,  but  less 
n  in  manufactuiing.  That's  because  service  pro- 
retain  a  bit  more  pricing  power  Annual  consum- 
1  ation  in  services  is  currently  running  at  3.3%, 
goods  inflation  is  only  1.6%. 
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MANUFACTURING 


On  balance,  the  September  job  report  says  the  econ- 
omy is  slowly  improving.  The  nation's  payrolls  rose 
by  a  modest  121,000  workers.  Job  gains  in  the  third 
quarter  averaged  about  140,000  per  month,  up  from 
about  80,000  in  the  second  quarter  The  unemployment 
rate  held  at  a  low  5.6%  of  the  labor  force.  Also,  the 
workweek  in  the  nonfaiTti  sector  increased  by  six  min- 
utes, to  34.4  hours,  and  average  houiiy  pay  rose  by 
0.3%,  to  $11.52 — suggesting  good  income  growth. 

Judging  by  jobs  alone, 
though,  the  manufactming  sec-  PAY  GROWTH:  FACTORIES 
tor  took  a  tui'n  for  the  worse  _  SERVICES 
in  September.  Payrolls  had 
shown  signs  of  stabilizing  in 
August,  but  an  originally  re- 
ported increase  of  12,000 
workers — the  first  rise  in  five 
months — was  revised  to  essen- 

90    '91    '92    '93    '94  '95 

tially  no  gain  at  all.  apercent  change  from  a  year  ago 

rrir,  U       i   J-U-  •  'INCLUDES  COMMUNICATIONS,  WHOLESALE 

ihroughout  this  expansion,     and  retail  trade  services,  and  finance 
however,  the  factory  work-         oata  ubor dept. Businessweek 

week  and  overtime  hours  have  said  more  about  the 
trend  in  manufactm*ing  output  than  has  employment. 
Indeed,  during  the  fii'st  three  years  of  the  expansion, 
factory  payrolls  fell  nearly  2%,  even  as  output  rose 
more  than  14%.  Only  by  1994  did  factories  start  adding 
workers.  But  in  the  past  six  months,  manufacturers 
have  laid  off  half  of  those  400,000  new  hires. 

The  SLx-minute  rise  in  the  factory  workweek  in  Sep- 
tember— including  a  12-minute  increase  in  overtime — 
coupled  with  the  big  1%  advance  in  August  factory 
production  suggests  that  manufacturing  output  is  now 
turning  up,  as  excess  inventories  are  virtually  all 
worked  off.  Factoiy  inventories  in  August  remained  flat, 
even  with  the  jump  in  output. 

THE  PROBLEM:  Even  as  factory  output  picks  up,  fac- 
toiy pay  gains  are  lagging  overafl  wage  gi-owth  gener- 
ally, and  service  wages  in  particular  Last  quarter,  fac- 
toiy wages  rose  2.7%  fi'om  a  year  earlier  while  service 
pay  grew  3.4%,  based  on  a  weighted  average  of  sei'vice 
industries  compiled  by  business  week.  The  monthly  job 
report  does  not  aggregate  hourly  pay  among  service- 
producing  industries. 

The  numbers  show  that  wage  growth  in  manufactur- 
ing has  waffled  between  2%  and  3%  in  recent  years, 
but  sei-vice  pay  is  in  a  clear  uptrend  and  is  now  grow- 
ing at  its  fastest  pace  in  four  years  (chart). 

Why  the  split?  Competitive  pressures,  in  addition 
to  past  Fed  tightening,  are  hitting  manufacturing  pay 
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hard  relative  to  services,  where  the  squeeze  is  less 
intense.  Goods  producers  are  more  vulnerable  to  im- 
ports, which  continue  to  grab  an  ever-larger  share  of 
U.  S.  markets,  so  goods-producing  jobs  are  more  ex- 
posed to  outsourcing  and  foreign  labor. 

One  irony  in  all  this  is  that  real  wages  in  the  factoiy 
sector,  which  has  made  tremendous  advances  in  produc- 
tivity, continue  to  fall.  Meanwhile,  real  service  pay,  ad- 
justed for  inflation  by  the  core  consumer  price  index,  is 
up  0.5%  during  the  past  year.  Modest,  yes,  but  that's 
still  the  fastest  pace  in  more  than  a  decade. 

The  imphcation  for  the  outlook  is  that  despite  the 
weakness  in  factoiy  employment  and  pay,  service-sector 
gains  will  help  to  buoy  consumer  spending.  Private-sec- 
tor services  employ  three-fourths  of  all  private-sector 
workers. 

The  September  increases  in  hourly  pay  and  the 
workweek  meant  that  overall  weekly  earnings  rose 
0.6%.  Combined  with  the  month's  job  gains,  that  means 
personal  income  for  the  month  and  for  the  third  quar- 
ter rose  at  a  healthy  clip.  Income  gi'owth  will  continue 
to  support  domestic  demand  in  coming  months. 

IN  ADDITION.  MANUFACTURERS  will  be  keeping  a 

keen  eye  on  foreign  demand.  Right  now,  though.  Dun  & 
Bradstreet  reports  that  factories  are  becoming  less 
upbeat  about  export  markets. 

A  Dun  &  Bradstreet  Corp.  survey  of  5,000  U.  S. 
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GROWTH  PROSPECTS 
IN  FOREIGN  MARKETS 


companies  shows  that  manufactui'ers'  expectations 
exports  through  mid- 1996  are  sharply  lower.  Ne 
49%  of  exporters  expect  higher  foreign  demand,  a 
cline  of  some  12  percentage  points  from  last  y( 
reading,  d&b  says  uncertainty  about  economic  stab 
in  Japan  and  Me.xico  is  cutting  into  expectations 

The  latest  world  econom- 
ic forecast  by  the  Interna- 
tional Monetary  Fund  sug- 
gests that,  on  average, 
global  output  will  rise  mod- 
estly in  1996.  Only  Latin 
America  will  provide  a  bet- 
ter gi'owth  climate  in  1996 
than  in  1995.  Growth  in  Eu- 
rope will  about  match  its 
1995  pace,  while  growth  in 
Southeast  Asia  will  cool  off 
a  notch  (table). 

However,  IMF  forecasts 
tend  to  be  overly  upbeat.  In  particular,  growth  in| 
rope  may  be  limited  by  weakness  in  domestic  den| 
which  has  not  come  along  as  it  was  expected  to  <i 
the  wake  of  an  export-led  recovery.  Weaker  gr(| 
worldwide  will  bear  out  the  exporters'  downbeat  s| 
ments.  But  with  foreign  sales  so  important  to  thelj! 
tom  line,  this  is  one  time  that  they  would  not  minij 
ing  wrong. 
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INFLATION  MAY  BUST  THE  BUDGET 


Although  Italy's  upturn  paused 
in  the  spring,  the  setback 
does  not  dim  the  economy's  pros- 
pects. But  it  also  doesn't  improve 
the  poor  inflation  outlook — a  hitch 
in  the  latest  budget  plan. 

Real  gross  domestic 
product  fell  at  a  quar- 
terly rate  of  0.4%  in 
the  second  quarter,  the 
fii'st  decline  in  1^ 
years.  The  drop  result- 
ed from  an  inventory 
correction,  after  two 
quarters  of  rapid  stock 
building.  Domestic  de- 
mand and  exports 
grew  a  sturdier  1.5%. 
Even  with  the  drop,  second-quar- 
ter GDP  was  2.9%  higher  than  a 
year  ago — in  line  vdth  the  official 
3%  growth  forecast  for  1995. 

Thanks  to  a  weak  lu"a,  the  ex- 
port boom  continues.  Real  exports 


ITALY'S  INFLATION 
COMES  ROARING  BACK 
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rose  4.2%  in  the  second  quarter, 
and  17.6%  above  y ear-ago  levels. 
Italy's  trade  surplus  for  the  fii'st 
half  widened  by  15.5%  from  the 
same  period  in  1994. 
Excess  inventories  have  crimped 
industrial  output  a 
bit.  Production  was 
up  4.5%)  in  the  year 
ended  in  July,  slower 
than  its  6.5%  gallop  in 
May.  Still,  as  invento- 
ries return  to  leaner 
levels,  output  and 
economic  growth  will 
rebound. 

Amid  growth,  Italy 
can  concentrate  on  its 
top  problem,  the  pubhc  deficit. 
The  government  released  its 
draft  for  the  1996  budget.  To  hit 
the  deficit  target  of  5.8%  of  gdp, 
the  plan  calls  for  17  trillion  lire 
($10.6  billion)  in  new  revenues, 


and  15.5  trillion  lire  in  spendin 
cuts.  Italy's  structural  primaryj 
surplus,  which  excludes  the  bu 
get's  huge  interest  payments,  ^ 
rise  to  4.3%  of  GDP.  The  plan  i 
creases  spending  in  the  south, 
which  has  not  benefited  from  tj 
export  surge.  Indeed,  the  jobk 
rate  in  the  southern  region  stcj 
at  20.7%'  in  July,  compared  witj 
11.7%  nationally. 

The  overall  plan,  however,  h;| 
es  on  inflation  of  about  3.5%  in 
1996.  But  in  September,  consul  s 
prices  were  rising  at  a  5.8%  p£ 
(chart),  and  private  forecasts  p 
1996  inflation  well  above  4%.  1 
means  interest  rates  and  debt 
payments  will  overshoot  their 
gets.  Still,  the  hope  is  that  pre] 
sure  from  other  European  nat 
which  are  striving  to  rescue  tl 
monetary  union,  will  force  Ital; 
make  some  hard  fiscal  decision; 
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Network 


nSoft,  we  have  a  complete  family  of  software  that  can  turn  your  biggest  problem  into  your  biggest  asset.  This  solution  starts 
he  Solaris'"  operating  environment,  the  open  network  computing  foundation  for  SPARC,"  Intel,"  and  soon,  PowerPC."'  In  all, 
s  over  10,000  SPARC  solutions,  in  addition  to  Windows,  DOS,  and  Macintosh"  applications.  Solaris  is  tightly  integrated  with 
ce'"  system  and  network  management  products,  for  easy,  cost-effective  enterprise  control.  Next,  add  SolarNet'"  software,  to 
;ct,  administer,  and  integrate  your  PCs  into  the  enterprise.  And  finally,  add  SunSoft  Workshop'"  tools,  to  develop  and  deploy 

enterprise-class  applications.  All  these  SunSoft  products  combine  to  give 


you  a  network  that's  so  powerful  and  accessible. 
It  actually  becomes  a  computer.  Find  out  more. 
1-800-SUNSOFT,  prompt  #1,or  http://www.sun.com/ 
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CORPORATE  PROFITS 


SPOOKED  ON 
THE  STREET 


Investors  are 
jittery  over  profits, 
but  the  economy 
is  far  from  spent 

Is  the  economic  expansion  over?  In- 
vestors fear  the  worst,  as  compa- 
nies from  industrial  stalwarts  3M 
and  Catei-jjillar  to  high-tech  goliaths 
Motorola  and  Novell  to  auto  giant 
Chiysler  fail  to  meet  Wall  Street's  earn- 
ings predictions  for  the  third  cjuarter. 
Little  wonder  that  stock  markets  have 
been  jitteiy,  posting  precipitous  drops 
on  record  volume,  then  clinging  to 
fragile  recoveries. 

Is  it  time  for  investors  to  cii 
cle  the  wagons  and  start  stuffing 
cash  into  mattresses?  Hardly. 
This  recovery  isn't  over  yet. 
Gross  Domestic  Product  during 
the  thu'd  quarter  grew  around 
2.2%,  economists  agr-ee,  above 
the  2%  gi-owth  most  predict- 
ed. And  a  8%  <;i)P  increase  in 
the  fourth  quarter  isn't  out 
of  the  question,  says  3M 
Corp.     economist  John 
McDevitt.  Among  the  pos- 
itive    signs:  Housing 
starts  and  consumer  piu'- 
chases  continue  to  tick 
upward.  "People  are 
looking  for  evidence 
that  the  cycle  is  end- 
ing, but  I  see  no 
good  reason  why  it 
should,"  says  Jeffr-ey 
T.  Grade,  chairman 
Harnischfeger  Industries  Inc.,  a 
Milwaukee-based  machineiy  company. 

Other  than  healthy  skepticism — and 
the  gnawing  memory  of  the  October, 
1987  crash — there  isn't  much  basis  for 
the  market's  current  jitters.  Housing 


starts,  fueled  by  30-year  fixed-mortgage 
rates  of  7.6%,  should  continue  strong 
into  1996.  That  should  boost  the  earn- 
ings of  construction  companies,  appli- 
ance makers,  and  machinei-y  manufac- 
turers. And  spending  on  new  plant  and 
equipment  should  spuit  to  14.5%  this 
year — the  third  straight  year  of  dou- 
ble-digit gi'owth — with  an  increase  in 
the  high  single  digits  likely  next  year. 
Even  some  retailers  are  cheery.  Just 
last  spring.  Sears  Roebuck  Chairman 
Arthui-  C.  Martinez  was  planning  for  a 
consei-vative  Chiistmas  season.  Now,  he 
says,  he's  "optimistic." 

Wliy  is  business  so  optimistic?  Many 
executives  credit  Fedei-al  Resei-ve  Boaitl 
Chairman  Alan  Greenspan  with  engi- 
neering a  soft  landing  for  the 
economy  that  could  stretch 
well'into  1997.  While 
pi'ofits  may  not  rise  as 
fast  as  eai'lier  in  the 
cycle,  there's  no 
reason  why  they 
should  fall  precip- 
itously either,  they 
say.  Aluminum  Co.  of 
America  Chairman 
Paul  H.  O'Neill,  whose 
company  re- 


of 


ported  record  thii'd-quarter  eamir 
$226.4  million  on  Oct.  6,  way  above 
lysts'  expectations,  says  he  "ex 
earnings  to  stay  good."  Both  h( 
Richai'd  C.  Notebaert,  chauman  o: 
cago-based  Ameiitech  Coi-p.,  ai-e  bi 
by  the  prospect  of  what  Noteltnuj 
terms  "steady,  constrained,  ecoi  ^^^^ 


growth." 

So  why  the  chill  on  Wall  Street' 
tainly,  the  economic  expansion  is  si 
somewhat,  helping  to  cut  expected 
it  growth  from  36.3%  in  1993's 
quarter  to  an  expected  16.1% 
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Not  Good  Enough 

s-per-share  from  year-earlier  quarter  for  S&P  500  companies 


SHIPPING 
SCOTCH  TAPE 

oM's  inability 
to  hit  growth 
projections 
as  little  to 
do  with  the 
economy-but 
don't  tell  Wall 
Street  that 


t).  Further  softening  overseas,  if 
jconomies  of  Japan  and  Mexico 
bounce  back,  also  could  huil.  Con- 
rs,  many  of  whom  have  been  tak- 
1  heavy  debt,  ai'e  another  source  of 
f. 

TECH  TREMOR.  Given  those  signs. 
'  investors  are  taking  profits  rather 
'  Waiting  to  see  if  a  downtiuii  devel- 
The  shiver  that  went  thi-ough  high- 
i  stocks  on  Oct.  9  is  a  good  example. 

the  NASDAQ  Composite  Index  slid 
•  as  mutual-fimd  investors  sold  off 
iholdings,  concerned  that  the  tech 


boom  is  playing  out.  At  the  heart  of 
their  worries:  News  that  bmc  Software 
and  Apple  Computer,  in  addition  to  No- 
vell and  Motorola,  would  have  earnings 
disappointments.  "People  are  nervous," 
says  James  K.  Renck,  portfolio  manager 
at"  the  $1.2  billion  Men-ill  Lynch  Technol- 
ogy Fund.  With  unrealized  profits  on 
many  tech  investments  at  100%,  holding 
steady  is  nerve-wracking.  And  the  nail- 
biting  isn't  over  yet.  Intel,  Hewlett- 
Packard,  and  Texas  Instruments  have 
yet  to  report. 

In  general,  though,  the  anguish  over 


profits  is  overstat- 
ed. Dozens  of  com- 
panies, including 
Morgan  Stanley, 
Oracle  Systems, 
and  Genei'al  Mills, 
have  hit  or  beat  ex- 
pectations, laying 
waste  to  the  notion 
of  a  broad  weaken- 
ing. As  for  compa- 
nies that  didn't 
beat  estimates, 
blame  Wall  Street, 
some  say.  Peter  J. 
Canelo,  chief  invest- 
ment strategist  for  Nat  West  Securities 
Corp.,  says  many  forecasts  were  just 
too  aggressive.  "Analysts  got  all  puffed 
up"  by  surprise  profit  increases  in  the 
second  quarter,  he  says. 
NOT  GOOD  ENOUGH.  Just  look  at  Motoro- 
la Inc.  On  Oct.  9,  it  announced  that  its 
net  income  rose  30%  in  the  third  quar- 
ter, to  $496  million  on  sales  of  $6.9  bil- 
hon.  But  that  wasn't  good  enough:  Ana- 
lysts expected  a  35%  increase.  Neither 
the  company  nor  the  economy  were  to 
blame,  though.  The  cellulai-handset  mar- 
ket simply  grew  less  quickly  than  in 
previous  quarters,  largely  because  tele- 
com companies  didn't  offer  discounts 
steep  enough  to  attract  new  subscribers. 

In  fact,  in  some  cases,  companies 
have  been  singed  by  flare-ups  in  a  com- 
petitor's results.  In  mid-September,  for 
example,  Cateipillar  Inc.  announced  that 
higher-than-expected  inventories  would 
force  it  to  slow  production.  Wall  Street, 
fearing  lower  profits,  knocked  Cat's 
stock  price  dowTi  20%,  to  around  $52. 
The  sell-off  quickly  hit  rival  Case  Corp., 
too.  But  Case  Chief  Financial  Officer 
Theodore  R.  French  says  that  Case's 
construction  equipment  orders  are  up 
over  30%  this  year  and  that  invento- 
ries are  in  great  shape.  "We're  pretty 
optimistic  about  things,"  he  says.  "We 
can't  figure  the  market  out." 

Even  the  travails  of  giant  3M,  long 
an  economic  bellwether,  can't  be  com- 
pletely linked  to  the  economy.  Late  last 
summer,  it  announced  that  slower  in- 
dustrial gi'owth  hit  second-quarter  earn- 
ings and  could  squeeze  in  the  third,  too. 
But  the  big  culprit  behind  the  stumble 
is  the  imaging  and  electronic  division, 
which  is  being  walloped  by  price  compe- 
tition in  computer  disks  and  videocas- 
settes.  New-product  delays  also  hurt. 
Now,  Pindential  Securities  Inc.  analyst 
B.  Alex  Henderson  says  3M  may  take 
up  to  a  $400  million  write-down  to  exit 
the  beleaguered  product  Unes,  perhaps 
as  soon  as  Oct.  25,  when  it  announces 
third-quarter  results.  A  spokesman  says 
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the  company  is  "looking  at  a  broad 
range  of  options,"  but  has  no  timetable. 

Most  experts  expect  troubled  sectors 
to  bounce  back  before  yearend.  Foi-  one, 
analysts  predict  a  comeback  by  the  auto 
industry,  where  Chrysler  Corp.  on  Oct. 
11  posted  eai'nings  of  $354  million  in 
the  third  quarter,  down  from  $651  mil- 
lion last  year.  "Business  isn't  great,"  ad- 
mits Wertheim  Schrodei'  &  Co.  auto  an- 


alyst John  Casesa,  "but  it  isn't  terrible 
either."  Indeed,  in  this  quarter,  he  ex- 
pects the  Big  Three  to  collectively  po^t 
net  earnings  of  over  $3.3  billion.  Antici- 
pate the  same  scenario  for  many  tech 
companies:  Chipmaker  Intel,  modem 
manufacturer  U.  S.  Robotics,  and  com- 
putei'  maker  Dell  are  all  looking  at  sales 
and  earnings  increases  well  into  1996. 
Perhaps  what  the  pessimists  have 


underestimated  most  is  the  resilif 
of  an  economy  goosed  by  corporate  ( 
cutting  and  productivity  initiatives, 
bined  with  patient  Fed  policy.  'The 
sayers  are  running  for  covei'  now. 
give  them  time.  They  are  hk^ly  t| 
back  to  gun-slinging  any  day  nq 

By  Kevin  Kelly  in  Chicago,  mthX 
phen  Baker  in  Pittsburgh  and  3lfuz\ 
Woolley  in  New  York 


COMMENTARY 


By  Michael  J.  Mandel 


GREAT  THEORY. . .  AS  FAR  AS  IT  GOES 


Few  of  his  peers  would  deny  that 
Robert  E.  Lucas  Jr.,  winner  of 
the  1995  Nobel  Memorial  Prize 
in  Economic  Sciences,  deserves  the 
award.  Indeed,  Lucas,  a  professor  at 
the  University  of  Chicago,  was  this 
year's  top  choice  in  the  Nobel  prize 
betting  pool  run  out  of  the  Univer- 
sity of  California  at  Berkeley. 

The  reason?  Starting  in  the  mid- 
1970s,  Lucas  and  his  fol- 
lowers virtually  demol- 
ished the  Keynesian 
macroeconomics  that  had 
prevailed  dunng  the  post- 
war era.  Activist  econo- 
mists had  beheved  that 
government  could  reliably 
affect  the  economy  with 
fiscal  and  monetaiy  policy. 
But  Lucas  argued  persua- 
sively that  workei's  and 
companies  have  "rational 
expectations":  They  antici- 
pate the  government's  ac- 
tions in  a  way  that  makes 
intei"vention  less  effective. 
For  example,  the  goal  of 
an  investment-tax  credit 
may  be  to  give  a  quick  boost  to  capi- 
tal spending.  Yet  the  theory  of  ra- 
tional expectations  says  that  rather 
than  boosting  investment,  savvy 
companies  will  simply  delay  their 
pending  plant  and  equipment  spend- 
ing until  the  credit  takes  effect. 
REALITY  CHECK.  The  rational-expecta- 
tions revolution  that  Lucas  pioneered 
still  dominates  economic  policymak- 
ing. The  unwilhngness  of  either  the 
Bush  or  the  Clinton  Administrations 
to  take  strong  measures  against  the 
1990-91  recession  and  its  afteiTnath 
reflected  the  influence  of  Lucas  and 
his  colleagues.  In  1994,  Federal  Re- 
serve Chaii-man  Alan  Greenspan  sug- 
gested that  hiking  short-term  inter- 


est rates  would  hold  down  long-teim 
rates  as  investors  lowered  their 
views  of  futui'e  inflation,  an  idea  that 
owes  much  to  Lucas'  notion  of  ra- 
tional expectations. 

Yet  as  much  as  Lucas  desei-ves 
Nobel  r-ecognition,  the  theory  of  ra- 
tional expectations  has  not  lived  up 
to  its  original  promise.  Unfortunate- 
ly, models  built  on  rational  expecta- 


NOBEL  IDEA:  Lucas  argues  that  people  aren't  economic  cogs 


tions  do  not  reflect  the  real  world  as 
well  as  the  old  Keynesian  models 
that  they  were  supposed  to  replace. 
Moreover,  like  the  worst  type  of  ui'- 
ban  renewal,  the  proponents  of  I'a- 
tional  expectations  have  razed  with- 
out rebuilding — leaving  economists 
vdthout  the  theoretical  tools  to  deal 
with  issues  such  as  i-ampant  techno- 
logical change  and  intense  global 
competition. 

To  be  sure,  the  idea  of  rational  ex- 
pectations has  tremendous  inteOectu- 
al  appeal.  Before  Lucas,  economists 
viewed  workers  and  companies  as 
automatons,  reacting  in  predictable 
ways.  By  contrast,  the  theory  of  ra- 
tional expectations  assumes  that  or- 


dinary people  can  understand  aid 
forecast  the  economy,  on  averaBe, 
well  as  economists  do. 

But  Lucas'  theory  leads  to  some 
unappealing  conclusions.  For  one,  it| 
implies  that  most  unemployment  is 
voluntary,  even  in  recessions — a  re- 
sult that  would  surprise  most  job 
seekers.  Similarly,  believers  in  ra- 
tional expectations  often  end  up 

arguing  that  business  cjj 
cles  are  illusions. 
LEFTIN  THE  DUST.  Anot] 
pi'oblem:  Most  economicj 
forecasting  models  siill 
have  a  Keynesian  cpre. 
They  predict  that  tllie 
economy  speeds  up  whi 
government  spending 
ci'eases  and  slows  dctwni 
when  interest  rates  isi 
despite  what  the  th(  r 
of  rational  expectati(  ns 
says.  The  result  has  be 
an  enormous  split  be- 
tween the  forecasters  ai 
the  economic  theorists 
However,  the  real  tri 
edy  of  rational  expecta- 
tions is  that  it  supports  a  philosopl 
of  government  inaction  at  a  time  o 
rapid  economic  change.  Will  teclinc 
gy  and  free  trade  create  jobs  or  d< 
stroy  them?  Raise  incomes  or  lowe 
them?  What  measures  will  incrW( 
growth?  All  are  current  conundjur 
that  deeply  concem  Americans,  ye 
are  unaddressed  by  rational  expect 
tions.  Even  Lucas  has  shifted  his 
tention  in  recent  years  to  studying 
the  factors  determining  long-nin 
gi'ovrth.  Would  it  were  so — thatj  hi 
new  area  of  research  be  as  infliien 
as  his  old. 


Economist  Mandel  tracks  eco^. 
theory.  \ 


\LTH  REFORM 


HEN  MEDICARE  IS  RESHUFFLED, 
HO  WILL  HOLD  THE  ACES? 

[isultants  will  be  among  the  winners,  patients  won't  be 


remature  infants  at  Self  Memorial 
Hospital  in  Greenwood,  S.  C,  are 
luckier  than  most.  Nm'ses  and  doc- 
hover  over  17  tiny  incubators  in  the 
isive-care  unit,  monitoring  ivs,  ther- 
leters,  and  the  ultraviolet  lights  that 
jat  jaundice.  But  Gi'eenwood's  pree- 
,  may  have  to  be  moved  60  miles 
1  to  another  intensive-cai"e  nui-seiy  if 
^ess  passes  a  Medicare  refonn  bill, 
lat  sounds  odd,  since  Medicare  is 
^ed  to  serve  37 
DH  elderly  and  dis- 
i  Americans.  But 
Memorial  President 
y  Dozier  says  he'll 

to  close  the  mon- 
ising  icu  nursery 
a  13-bed  pediatrics 
if  he  starts  hemor- 
ing  money  on  Med- 
too.  Half  of  the 
)ed,  six-county  hos- 
's  revenue  comes 
Medicare  reim- 
;ments.  If  the  gop's 
osed  seven-year, 

bilhon  cut  in  Medi- 

spending  comes  to 
Self  Memorial 
d  take  a  corre- 
ling  $25  million  hit. 


third  of  all  ding  sales — move  into  man- 
aged-care progi-ams,  price  competition 
hkely  will  accelerate.  "Some  health  pro- 
viders are  going  to  decide  we  don't  need 
50  different  antibiotics  when  one  or  two 
of  the  most  cost-effective  will  do,"  says 
David  B.  Friend,  director  of  health-care 
consulting  at  Watson  Wyatt. 

But  there  vrill  be  some  big  victors  in 
the  shakeout.  The  biggest:  managed-cai'e 
companies,  such  as  health  maintenance 


Medicare's  Ripple  Effect 

Wfio  wins  and  loses  under  the  GOP  reform  proposal 


WINNERS 


HMOs  The  GOP  plan  would  push 
seniors  into  managed  care  by  reduc- 
ing traditional  benefits.  Younger, 
more  profitable  patients  will 
switch  their  coverage  first. 


LOSERS 


the  new  managed-care  environment.  Con- 
sultants already  are  drawing  up  new 
practice  guidelines  telling  doctoi-s  when  to 
perform  cataract  surgery  on  retirees  or 
provide  a  cook  for  an  Alzheimer's  pa- 
tient who  forgets  to  tiUTi  off  the  stove. 
"Change  is  always  good  for  the  consult- 
ing business,"  says  Joe  Martingale,  a 
partner  at  consultant  Towers  Perrin. 
DOCTORS'  SPLIT.  For  those  in  health 
care's  trenches.  Medicare  reform  is  a 
mixed  bag.  Nurses,  already  hurt  by 
downsizing  at  cash-strapped  teaching 
hospitals,  are  in  for  more  bad  news  as 
more  hospitals  look  to  cut  staff.  Gener- 
al practitioners  will  come  out  winners, 
as  more  are  recruited  to  do  the  work 
foiTnerly  resei-ved  for  speciahsts,  such  as 
setting  bones  or  reading  X-rays.  Doc- 
tors' gi'oups,  in  fact,  are  split  on  the 
GOP  plan,  though  the  largest,  the  Amer- 
ican Medical  Assn.,  an- 
nounced its  support  on 
Oct.  10. 

Will  all  specialists 
lose?  Not  necessarily. 
An  obsciu'e  provision  in 
the  GOP  Medicare  over- 


PATIENTS  They'll  pay  more  for 
medical  care  because  of  man- 
aged care  and  cuts  in  funding. 
Poor  elderly  may  suffer  the  most 
with  cutbacks. 


MEDICAL  CONSULTANTS  will  stay  busy 
advising  the  industry  on  cost-cutting 
and  restructuring  as  well  as  by  evalu- 
ating the  results  of  limiting  care. 

INVESTOR-OWNED  HOSPITALS  For- 
profit  centers  have  gained  by  empha- 
sizing efficiencies  and  profitable 
procedures.  They'll  expand  as 
nonprofits  close. 


TEACHING.  RESEARCH,  AND  COM- 
MUNITY HOSPITALS  Clinics  sew- 
ing the  elderly  and  poor  will  see 
special  subsidies  cut  back.  Teaching 


haul  would  deregulate 
doctors  who  form  their 


centers  also  will  losejunding.   ^^^^^  ^^.^^^-^^^ 


MEDICAL  SPECIALISTS  Expensive 
tests?  Marginal  surgery?  Not  any- 
more: Managed-care  groups  cut  costs 
by  limiting  access  to  such  services. 


FAMILY  OOCTORS  Managed  care 
needs  more  generalists;  they'll 
compete  by  forming  physician 
networks. 


BLUE  CROSS  &  BLUE  SHIELD  As  fee- 
for-service  shrinks,  companies  that 
administer  the  current  Medicare  sys 
tem  will  lose  out  to  managed  care. 


ivouldn't  be  in  any  shape  to  operate 
of  the  progi'ams  we  do  now  imless 
re  moneymakers,"  laments  Dozier. 
Congress  drafts  the  legislation 
lauling  Medicare,  the  sprawling 
h-care  industry  is  toting  up  the 
and  discovering  some  surprising 
irs  and  losers.  Most  hospitals  will 
vet  as  the  restructuring  cuts  into 
revenue  bases.  As  they  close  down 
isive  operations  and  lay  off  staff, 
ling  highly  paid  speciahsts,  patients 
ages  will  suffer.  The  elderly  will 
face  higher  premiums  and  new 
on  expensive  medical  care, 
^rmaceutical  companies,  once  the 
gs  of  Wall  Street,  may  lose  more 
.  As  the  elderly— who  accoimt  for  a 


organizations  (hmos),  which  recmit  the 
elderly  from  traditional  fee-for-service 
plans.  Washington  will  pay  hmos  an  aver- 
age of  $5,100  for  each  Medicare  benefici- 
aiy  they  sign  up,  so  managed-caie  provid- 
er's who  skiin  the  youngest  and  healthiest 
beneficiaiies  stand  to  gain  windfall  profits. 
But  even  sicker  elders  may  prove  profit- 
able: "We  are  too  big  to  cheny-pick  the 
youngest  beneficiaiies,  and  we  don't  need 
to,  to  remain  profitable,"  says  Lawrence 
P.  Enghsh,  president  of  Cigna  Health- 
Cai'e,  the  nation's  lai'gest  investor-owned 
operator  of  hmos  and  prefeired  provider 
organizations  (ppos). 

Also  headed  for  the  winner's  circle  ai"e 
the  consulting  finns  advising  hospitals, 
insui'ers,  and  doctors  on  how  to  navigate 


sign  up  Medicare  benefi- 
ciaries just  like  an  hmo. 
The  doctors  would  be 
exempted  fi'om  state  in- 
surance regulators  and 
from  some  antitrust 
laws.  "We've  been  suc- 
cessful even  vrith  declin- 
ing reimbursements 
from  insurance  compa- 
nies because  we've  been 
able  to  cut  costs  and  add  efficiencies, 
and  we'll  continue  that  even  with  Medi- 
care reform,"  says  Roger  Gairetson,  c:eo 
of  Orthopedic  Physicians  Associates,  a 
gi'oup  of  45  doctors  in  Seattle. 

Even  with  all  the  upheaval,  most  pro- 
fessionals insist  the  time  for  changing 
Medicare  is  ripe.  Indeed  with  the  pro- 
gi'am's  tmst  fimd  headed  for  bankinptcy 
in  2002  and  health  care  eating  an  ever 
larger  chunk  of  the  federal  budget,  the 
biggest  winners  may  be  today's  children. 
"They  may  vrind  up  with  a  healthy  Med- 
icare progi-am  they  would  have  lost  oth- 
ei-wise,"  says  Jack  Meyer,  a  health  econ- 
omist. That's  as  compelling  as  any  reason 
for  everyone  to  bite  the  bullet. 

By  Paul  Magnusson  in  Washington 
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EXECUTIVE  SUITE 


INTO  THE  HARSH  GLARE 
AT  ARCHER  DANIELS 

It's  not  exactly  a  debutante  ball  for  Mick  Andreas 


As  he  stepped  to  the  podium  at  the 
packed  annual  meeting  a  year  ago, 
Michael  D.  "Mick"  Andreas  moved 
closer  to  the  spotlight  he  has  studiously 
avoided  for  nearly  25  years.  Warming  to 
a  theme  set  by  his  poweifiil,  politically 
connected  father,  longtime  Ai'cher  Dan- 
iels Midland  Chainnan  and  Chief  Execu- 
tive Dwayne  0.  Ancb'eas,  Mick  strongly 
argued  for  continued  U.S.  goveniment 
price  supports  for  agribusiness  giants 
such  as  ADM.  To  many  investors,  it  was  a 
signal  that  with  the  eventual  passing  of 
the  top  job  fi'om  Dwayne,  77,  to 
Mick,  the  46-year-old  vice-chair- 
man. Archer  Daniels  Midland  Co. 
wouldn't  miss  a  beat. 

Yet  on  the  eve  of  adm's  Oct. 
19  annual  meeting,  this  smooth 
management-succession  plan  has 
been  thrown  out  of  kilter.  The 
$12.6  billion  Decatiu'  (111.)  company 
is  facing  an  unjjrecedented  assault 
from  federal  investigators  and  an- 
giy  investors,  and  the  widening  contro- 
verey  threatens  to  keep  Mick  Ancb'eas  in 
the  harsh  glai'e  of  the  public  spotlight  for 
months  to  come.  It's  a  position  to  which 
Mick  is  unaccustomed.  "Outside  the  adm 
complex  few  know  him,"  says  John  R. 
McClendon,  chairman  of  the  American 


Soybean  Association.  "He  stays  inside 
and  nms  the  company." 

Mick  now  faces  a  devilish  manage- 
ment challenge.  Sparked  by  whistle- 
blower  Mark  E.  Whitacre,  the  former 
head  of  adm's  BioProducts  unit  ftred  for 
allegedly  embezzling  $9  milhon  (box), 
three  gi'and  juries  are  looking  into  al- 
leged price-fixing  by  adm  of  lysine,  high 
fructose  corn  syiup,  and  citric  acid.  The 
Justice  Dept.  also  is  studying  allega- 
tions of  fraudulent  offshore  payments 
to  executives.  That  probe  already  has 
resulted  in  the  filing  of  foui' 
senior  insiders.  Even  if  Mick 


MICHAEL  D."MICr  ANDREAS 


BORN  Dec.  30,  1948,  Coral  Gables,  Fta. 

EDUCATION  BS  in  speech,  Northwestern 
University,  1972 

CAREER  Started  as  grain  trader  at  ADM, 
moving  through  a  number  of  divisions  be- 
fore becoming  vice-chairman  in  1985;  one  of  four 
Andreas  family  members  on  board.  Widely  regarded 
as  heir  apparent  to  father,  Dwayne,  77,  who  is  CEO 

PERSONAL  Divorced  and  remarried,  four  children 

OAIA.  BUSINESS  WEEK,  mO^S  WHO  IN  AMERICA 


Andreas  himself  doesn't  end  up  m- 
broiled  in  the  scandal,  sources  clositc 
the  probe  expect  indictments  of  ojoev 
ADM  executives,  potentially  forcing  ISsk 
into  a  fire-fighting  job  to  hold  Aili'j 
management  team  together.  Meanw^t. 
troubled  that  the  adm  board  is  djtn- 
nated  by  the  Andreas  clan,  the  Callj 
nia  Public  Employees'  Retirement  pB 
tem  plans  to  vote  its  0.7%  adm 
against  management. 
CONSUMMATE  INSIDER.  Investigato 
ftise  to  say  which  executives  they'ri 
geting.  But  a  lawyer  for  one  of  the 
executives — Sidney  D.  Hulse,  for 
a  vice-president  undei-  Whitacre 
his  client  was  told  by  Whitacre  that 
ments  now  under  investigation  wen 
thorized  by  liigher-ups.  In  a  brief 
phone  interview  with  business 
Whitacre  wouldn't  comment  on  the 
ments.  But  he  charged  that  Mick 
dreas  "was  aware  of  the  alleged  j: 
fixing.  Andreas  and  other  com 
officials  refused  to  comment,  adiv 
said  it  is  fully  coop 
ing  with  investig 
and  has  vigorous! 
nied  any  role  in  t 
leged  illegal  paym 
It's  ironic  that 
is  having  to  gr 
with   such   a  p 
scandal.  A  speed 
jor  who  is  said  t( 
Uke  public  speakir 
avoids   the  limi 
even  at  trade  ga 
ings.  One  analyst 
has  followed  adm  i* 
years  says  he  hasi 
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WHAT  THE  HECK, 
IT'S  A  JOB 

Fired  in  August  amid  embezzle- 
ment charges,  his  legal  bills 
mounting,  fonner  Archer  Daniels 
Midland  executive  and  FBI  mole 
Mark  Whitacre  could  use  a  new  job. 
He  apparently  has  found  one. 

Whitacre  has  emerged  from  weeks 
of  seclusion  to  report  his  appoint- 
ment as  chief  executive  officer  of  a 
Chicago  area  startup  biotechnology 
company,  Future  Health  Technolo- 
gies. The  company,  he  says,  is  seek- 
ing several  patents  for  its  medical 
products,  which  he  declines  to  dis- 
cuss. Its  backers,  who  he  says  ap- 
proached him  through  his  attorney, 


weren't  identified — but  they  plan  a 
private  equity  placement  next  Feb- 
inaary,  with  a  public  offering  to  come 
later. 

It's  intriguing  news  on 
several  counts — not  the 
least  because  no  one  ap- 
pears to  have  heard  of  Fu- 
ture Health.  Jack  W. 
Schuler,  former  president 
of  Abbott  Laboratories  am 
a  Chicago-area  biotech  in- 
vestor, calls  the  report 
"really  bizaiTe.  If  this  com- 
pany has  something  to  do 
with  health  care  and  bio- 
tech, I  would  have  heard 
about  it,"  Schuler  says. 
Other  biotech  investors  are  similarly 
mystified. 

Whitacre  admits  that  his  company 
has  yet  to  incorporate — one  reason  it 


WHITACRE 

at  Future 


fails  to  appear  in  the  corporate 
records  of  all  50  states.  In  additionj 
Future  Health  has  no  phone  listind 
in  the  Chicago  area.  The  Cook  Coi 
ty  Clerk's  Office,  which] 
I'egisters  sole  propriet 
ships  around  (Chicago, 
has  no  record  of  the  ouj 
fit.  Neither  does  the  S(| 
curities  &  Exchange 
Commission. 

Can  an  unincorporat  ■ 
ed,  phoneless,  anonymite 
operation  with  no  proC|: 
uct  provide  Whitacre 
with  job  satisfaction  a]jf 
a  steady  paycheck? 
Whitacre  apparently 
thinks  so.  "ADM  is  in  the  past  for  i 
me,"  he  says.  "I'm  trying  to  put  if 
life  back  together."  ' 
By  Susan  Chandler  in  Chicm.  ' 


;  A  future 
Health? 


late 


»  lie 


net  Mick  or  talked  to  him.  Most  con- 
;  with  investors  is  handled  by 
ayne  and  Senior  Vice-President  Mar- 
L.  Andreas,  Mick's  cousin. 
L  consummate  insider,  Mick  rose 
)Ugh  adm's  operating  units.  He  gave 
an  early  interest  in  writing  poetry 
playing  the  guitar,  says  a  longtime 
id,  to  join  ADM  right  after  college  as 
ain  tr-ader  in  Chicago.  After  a  two- 
•  stint  in  Br-ussels,  he  settled  into 
atur  and  rose  thi'ough  the  com  and 


soy  processing  divisions.  Dwayne's  back- 
ing nearly  guaranteed  him  the  top  job 
one  day.  "Dwayne  has  run  this  company 
like  he  owns  it,"  one  forTner  top  execu- 
tive says.  Including  Martin  and  retir-ed 
Pi'esident  Lowell  W.  Andreas,  Dwayne's 
brother-,  family  member's  control  7.5% 
of  the  stock,  with  Dwayne  holding  4.7% 
and  Mick  1.2%. 

Despite  Mick's  lofty  status,  friends  in 
Decatiu"  say  he  has  never  lost  the  com- 
mon touch.  "He's  a  bit  more  worldly  and 


a  bit  more  liberal  on  social  policy  than 
many  of  us,"  says  sometime  golfing  pait- 
ner-  and  Decatiu'  businessman  John  Card- 
well.  "But  he's  r*eally  no  diffei'ent  than 
the  rest  of  us,  except  he's  in  the  media  a 
lot  mor'e  now."  On  the  cour-se  these  days, 
"we  only  talk  about  golf,  he  never  men- 
tions" the  controver'sy.  That's  fine  on  the 
Unks.  But  it  will  be  tough  to  pull  off  at 
adm's  annual  meeting. 

By  Richard  A.  Melcher  in  Chicago, 
with  Catherine  Yang  in  Washingtoii 


HE  INTERNET 


Jill  B.  Kazarian  doesn't  take  losing 
ffell.  In  March,  the  investor,  who 
nade  his  name  as  cliief  executive  of 
)eam-Oster  Co.  before  being  ousted 
rly  1993,  was  trounced  by  leveraged 
ut  giant  Kohlberg  Kravis  Robeits 
).  in  a  grueUng  battle  to  buy  Borxlen 
Now  plotting  his  next  takeover- — of  a 
illion-plus  high-tech  company  he 
t  name — Kazarian  is  determined  to 
And  this  time  he's  planning  to  use  a 
weapon:  the  InterTiet. 

what  may  be  cyberspace's  first 
Dver  battle,  Kazarian  this  fall 
!hed  a  site  on  the  Worid  Wide  Web 
will  serve  as  his  command  central, 
idy,  he  is  using  it  to  gather  intelli- 
5  on  possible  targets,  including  the 
ul  addi-esses  of  then-  director-s  and 
oyees.  When  the  battle  begins,  he 
i  to  send  messages  to  m^^mmm 
iholders,  board  members, 
employees,  and  to  post 
mation  he  hopes  will 

them  to  his  side.  The 
net  is  an  "awesome"  tool 
Jrporate  activism,  Kazar- 
lys.  "It's  democr-acy,  fr-ee- 
of  speech,  and  the  power- 
vocate  a  point  of  view." 
areholder  activists  have 
ar  ideas.  Lens  Inc., 
Vashington  shar-eholder-- 
s  group,  recently 
hed  a  Web  site  to  dis- 
te  reseai-ch  on  corpor-ate 
mance  and,  eventually. 


to  wage  proxy  bat- 
tles (http://www.lens- 
inc.com).  "It's  the 
per-fect  tool,  because 
any  exercise  of  pow- 
er requir-es  the  con- 
trol of  infor-mation," 
says  Nell  Minow,  a 
Lens  principal. 

Kazarian's  Web 
site  (http://www.ja- 
ponica.com)  is  more 
ambitious — even  if 
most  of  the  informa- 
tion posted  so  far 
is  self-congi-atulator-y 
patter  about  Kazari- 
an's past,  job  listings, 
and  the  text  of  an 
online  confab  Kazari- 
an held  for  fellow 
Armenian  Ameri- 
cans. But  the  site's  ultimate  purpose  is 
deadly  serious.  One  section  called  "di- 
rector lobbying"  lets  anyone  send  mes- 
sages, private  or  public,  to  cor-porate 
directors,  which  then  are  forwarded  to 
the  intended  recipients.  Kazarian  or 
Web  users  can  also  poll  institutional  in- 
vestors and  conduct  research.  Says 
hedge-fund  manager-  Par-ker  Quillen  of 
Quilcap  Corp.  in  New  Yoi-k:  "This  could 
change  the  way  institutional  investor-s 

communicate  I'm  surprised  nobody 

else  has  done  this  yet." 

Wliether  it  will  help  Kazarian  win  liis 
next  takeover  battle  is  another  matter-. 
The  39-year-old  former  Goldman  Sachs 
&  Co.  investment  banker  has  shown  a 


WEB  WARRIOR: 

First  of  many  ? 


What's  on  Kazarian's  Web  Site 

NETWORKING  E-mail  links  for  communicating  with  Kazarian,  as 
well  as  for  sending  messages  to  be  routed  to  institutional  inves- 
tors, the  press,  company  managers  and  directors 

ANALYSIS  For  selected  investors,  the  lowdown  on  what  Kazarian 
considers  potentially  hot  investments,  complete  with  sound  clips 

RESEARCH  Surveys  of  employees  at  potential  targets,  information 
from  rivals,  intelligence  on  a  company's  products 

OTHER  Background  on  Japonica,  Kazarian's  investment  company, 
plus  job  postings,  Armenian  online  conferences,  access  to  finan- 
cial information,  news  clips 


knack  for  identifying  undervalued  compa- 
nies that  ai-e  ripe  for  tm-nai-oimd.  In  the 
1980s,  he  was  involved  in  the  takeovers 
of  the  Chicago  &  Northwestern  Trans- 
portation Co.  and  bike  maker-  Murray 
Inc.  But  he  did  his  reputation  serious 
hai-m  wMle  at  Simbeam,  wher-e  his  man- 
agement team  charged  that  he  was  abu- 
sive. He  was  accused  of  thi-owing  ob- 
jects and  har-assing  female  employees, 
among  other  things.  Kazaiian  denied  the 
charges,  filed  a  wi-ongful-ter-mination  suit, 
and  won  a  $180  milhon  settlement  ft-om 
Sunbeam's  lar-gest  shar-eholders. 
POSSIBLE  PITFALLS.  His  war  chest 
amassed,  Kazarian  now  hopes  to 
reestablish  himself  in  the  takeover 
game.  He  concedes  that  the  Internet 
might  not  have  changed  the  outcome  of 
the  Borden  contest.  The  company's 
board  balked  at  considering  his  bid, 
citing  his  unwillingness  to  publicly  dis- 
close the  source  of  his  financing.  Still, 
Kazarian  thinks  his  odds  would  have 
impr-oved  had  he  been  able  to  E-mail 
Borden  director-s  and  shar-eholders. 

Perhaps.  But  Kazarian's  plans  for 
using  the  Net  open  up  a  host  of  poten- 
tial legal  problems.  For  instance,  it  is 
illegal  for-  holder-s  of  5%  or  more  of  a 
company's  shar-es  to  communicate  in 
advance  of  a  takeover  attempt.  Online 
communication  with  investor-s  could  vi- 
olate that  rule,  notes  Joseph  G.  Hadzi- 
ma  Jr.,  a  deals  lawyer  at  Sulhvan  & 
Wor'cester  in  Boston.  What's  more,  a 
Web-based  proxy  fight  or  tender  offer 
might  conflict  with  Securities  &  Ex- 
change Commission  r-ules  r-equiring  full 
disclosur-e  of  a  bid,  Hadzima 
adds.  And  Quillen  says  he 
would  be  concer-ned  that  pri- 
vate communications  on  Ka- 
zarian's Web  site  could  vio- 
late insider-tr-ading  rules. 

Kazarian's  r-esponse:  In  a 
takeover,  all  communications 
from  his  camp  will  be  open. 
"The  beauty  of  the  Internet 
is  that  ever-yone  has  instant 
access,"  he  says.  En  garde, 
cyber-nauts.  Cor-porate  take- 
overs could  be  entering  a 
new  era. 

By  Geoffrey  Smith 
in  Boston 
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POLITICS 


MY  CONTRACT  CAN 
BEAT  UP  YOUR  CONTRACT 

Campaign  pacts  proliferate-but  will  the  pledges  be  kept? 


In  the  beginning,  Newt  created  The 
Contract.  And  he  saw  that  it  was 
good  politics.  Now,  Newt  Gingiich's 
apostles — and  even  a  few  nonbelievers — 
are  hoping  to  duplicate  the  political  suc- 
cess of  the  House  Republicans'  1994 
Contract  With  America  by  devising 
theii-  own  campaign  pacts.  The  Christian 
Coalition  has  one.  So  does  Ross  Perot's 
new  Independence  Party.  After  <:;(>p  can- 
didates for  Vii'ginia's  legislatiu'e  unveiled 
their  "Pledge  for  Honest  Change,"  the 
state's  Democrats  responded  with  their 
own  accord.  And  the  folks  who  started 
it  all  are  preparing  to  roll  out  a  new 
version  for  1996. 

America's  bout  of  contractmania  may 
prove  a  passing  fad.  Yet  some  experts 
see  the  emergence  of  a  new  bond  be- 
tween politicians  and  voters:  a  wiitten 
pledge  makes  it  harder  for  officeholders 
to  break  campaign 
promises.  Says  G(JP  poll- 
ster Edward  Goeas: 
"We're  entering  a  phase 
where  putting  promis- 
es in  writing — and  then 
following  through — is 
extremely  importiint." 

That's  what  Vii-gijiia's 
Republicans  have  con- 
cluded. COP  Governor 
George  C.  Allen  hopes 
his  party's  pledge  will 


put  the  legislature  in  Republican  hands 
this  November  for  the  first  time  since 
Reconstruction.  Among  the  promises 
Republicans  have  made  to  win  their 
seats:  tougher  prison  sentences  for  juve- 
nile criminals,  work  requirements  for 
welfare  recipients,  and  reduced  taxes 
on  business.  "When  we  win,  no  one  will 
be  surj^rised  when  we  keep  our  word," 
says  Allen. 

Virginia  will  provide  a  good  test 
market  of  contract  themes  for  congi'es- 
sional  Republicans,  who  are  already 
working  on  their  '96  planks.  Speaker 
Gingrich  (R-Ga.)  envisions  a  brand-new 
Contract  that  would  include  failed 
items  from  the  fii'st — term  limits  and  a 
balanced-budget  amendment — plus  a 
flatter  income  tax. 

And  Democrats,  who  dismissed  the 
Contract  last  year  as  a  gimmick,  are 


IT'S  SIMPLE 
The  Perot 
party  pledge 
includes 
calls  for  term 
limits,  and 
campaign 
and  lobbying 
reform 


CONTRACTS  GALORE 


First,  there  was  the  Hmse  OOP's  Contract 
With  America.  Now  comes  a  rqfl  of  imitators: 


VIRGINIA  The  GOP  calls  for  work 
for  welfare  recipients,  parental 
consent  for  teen  abortions,  tax  cuts 

SENATE  DEMOCRATS  Senator 
Bob  Kerrey's  plan  would  commit 
candidates  to  Medicare  and 
Social  Security  reforms,  lobbying 
restrictions,  a  balanced  budget 


CHRISTIAN  COALITION  Tax 

breaks  for  families  with  children, 
vouchers  for  private  schools, 
a  school  prayer  amendment 

ROSS  PEROT  His  United  We 
Stand  America  is  demanding 
a  balanced-budget  amendment, 
term  limits,  lobbying  reform 


more  eager  no\ 
play  "Let's  Mai 
Pledge."  Presii'i 
Clinton  is  promcn 
an  amorjDhous  M 
Class  Bill  of  Ri 
that  includes 
cuts,  college  k 
and  job  trair 
Senator  Bob  Ke 
(D-Neb.),  chairm; 
the  Democratic 
atorial  Camp 
Committee,  is  drafting  a  contract 
centrist  Senate  candidates  to  dist 
them  from  the  party's  liberal  wing 
Among  KeiTey's  GOP-like  prioriti 
balanced  budget,  reforms  of  Social 
curity  and  Medicare,  and  stiffer  pi 
ties  for  criminals.  The  maverick  mc 
ate's  goal  is  to  change  votere'  percej 
of  Democrats  as  tax-and-spenders. 
presumption  is  we're  going  to  S( 
things  up — and  not  without  good 
son,"  he  admits. 
"SHAKE  A  TAMBOURINE."  Texas  bil 
aire  Perot  is  trying  to  build  his  Ind« 
dence  Party  (called  the  RefoiTn  Par 
California)  by  outlining  a  bipartisan 
tract  that  will  include  term  limits  s 
balanced-budget  amendment  as  w 
issues  ignored  by  Gingrich  &  Co. 
paign  and  lobbying  reform.  Perot, 
wants  to  ban  fonrier  government 
cials  from  lobbying  for  foreign  i 
ests,  vows  to  "shake  a  tambouri" 
front  of  both  parties"  to  see  if  th 
serious  about  tough  new  ethics 
"Hopefully,  this  will  create  an  even 
ter  climate  for  us  to  dehver"  on 
issues,  Perot  says. 

The  Christian  Coalition,  meanvdl 
is  pushing  a  "Contract  with  the  Am 
can  Fam.ily"  that  calls  for  tax  hm 
for  families,  school  prayer,  and  go'l 
ment  vouchers  for  use  in  both  privapf 
reHgious  schools. 

With  the  sudden  proliferation  ofii 
pledges,  politicians  risk  overwheli) 
a  fickle  public.  Or  worse,  pols  ma  i 
nege  on  theii'  contracts  and  make  v« 
even  more  cynical.  Says  Universir 
Indianapolis  political  scientist  Stein 
Graham:  "In  the  ?i 
tenn,  I  doubt  whjh 
the  concept  will  beJi 
thing  more  than  a  is 
keting  device."  E\n 
that's  true,  contic 
appear  to  be  a  ver,  i 
tent  device:  Incregi 
ly,  candidates  are 
to  hit  the  camji 
trail  without  one.  f 't 
By  Richard  S.  f 
ham  in  WashiilfK 
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Bringing  back  that  great,  fresh  image 
has  simply  never  been  simpler. 


ridges  returned  via: 


It's  no  wonder  that  office  equipment  users  around 
the  world  have  turned  to  the  Canon  Cartridge, 
choosing  cartridge-equipped  laser  beam  printers, 
plain  paper  faxes,  personal  copiers  and  image  filing 
systems.  Because  the  Canon  Cartridge  contains  not 
only  fresh  toner,  but  also  a  new  drum,  replacing  the 
old  cartridge  with  a  new  one  restores  the  image  you 
put  on  paper  to  the  fresh,  crisp  quality  you  want. 
The  all-in-one  cartridge  is  simple  to  replace. 
It's  totally  self-contained,  so  your  hands  will  stay 
clean  as  well.  Plus,  Canon  has  created  a  system  that 
accepts  used  Canon  Cartridges  returned  from  around 
the  world.  Now,  when 
you  replace  your  Canon 
Cartridge,  you  not  only  get 
a  fresh,  clean  image.  You 
can,  if  you  will  lend  a  hand, 
also  get  a  cleaner  world. 

All  it  takes  is  the  all-in-one, 
user-replaceable  Canon  Cartridge. 


For  your  home  or  office,  choose  any  of  the  wide  range  of 
products  that  use  Canon  cartridges. 


Laser  Beam  Prmter 
LBP-430W 


Personal  Copier 
PC320 


Electronic  Filing  System 
Canofile  510 


Fax  Laser  Class  7000 


MAIL  BOXES  ETC* 


As  part  of  our  Clean  Earth  Campaign  in 
the  United  States,  Canon  supports  leading 
environmental  organizations.  Used 
cartridges  are  returned  under  the  Clean 
Earth  Campaign  via  the  United  Parcel 
Service  (UPS)  or  Mail  Boxes  Etc.  Shipping 
costs  are  paid  by  Canon,  so  there's  no 
charge  to  our  customers.  Easy  shipping 
instructions  can  be  found  in  the  cartridge  box 


1  •800-962-2708  for  details. 

sicred  trade  marks  belong  to  their  respective  holders. 
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COIVIIVIENTARY 

By  Ron  Stodghill  II 

I'M  MARGHING-IN  SPITE  OF  FARRAKHAN 


On  Oct.  16,  the  streets 
of  Washington  are  ex- 
pected to  ovei-flow 
with  thousands  of  African 
American  men  participat- 
ing in  what  has  been 
dubbed  the  Million  Man 
March.  The  event's  goal:  to 
promote  unity  among  black 
men  who  are  ready  to  take 
responsibility  for  them- 
selves and  their  families. 

Considering  the  dire  so- 
cial and  economic  condi- 
tions plaguing  black  com- 
munities, a  pact  among 
black  men — if  not 
women — to  hold  them- 
selves accountable  is  long 
overdue.  Sadly,  though, 
the  event  has  become  em- 
broiled in  controversy.  The 
reason:  Its  chief  organizer  is  Nation 
of  Islam  leader  Louis  Farrakhan. 

Not  long  ago,  I  decided  to  march. 
I  realized  the  risk  in  this:  Many  of 
my  white  friends  and  colleagues 
would  be  puzzled,  disappointed,  even 
angered  by  my  participation.  Many 
would  wonder  what  a  32-year-old, 
employed,  college-educated  black 
man  could  possibly  have  to  protest. 
Even  more,  some  would  rightly  ques- 
tion why  I  would  parade  behind  a 
hate-monger  such  as  Fan-akhan.  Un- 
like such  leaders  as  Martin  Luther 
King  Jr.,  who  spoke  of  building 
bridges  between  blacks  and  whites, 
Farrakhan  spouts  bigoted  pronounce- 
ments that  only  deepen  divisions  be- 
tween the  races. 

SAD  NUMBERS.  Those  questions  com- 
pel me  to  ask  another:  What  oth- 
er chance  would  I  have  to 
stand  up  in  the  U.  S.  vrith 
such  a  large  group  of  black 
men — except  in  prison?  A 
startling  statistic:  Almost 
one  of  three  American  black 
men  in  their  20s  are  behind 
bars,  on  probation,  or  on  parole, 
says  a  recent  study  by  the  Sentencing 
Project,  a  prison  reform  group.  One 
in  15  white  men  fall  into  the  same 
categories.  Each  day,  I  encounter  sim- 
ilai'ly  discouraging  studies  on  unem- 
ployment and  dropout  rates,  or  drug 
and  alcohol  addiction. 


BEHIND  THE  SCENES:  Women  in  a  Chicago 
church  help  to  organize  the  march 


No  doubt  it  is  time  for  African 
Americans  to  change  direction.  Like 
the  Congi-essional  Black  Caucus  and 
several  big  church  and  community 
organizations — including  the  vaunted 
Southern  Christian  Leadership  Con- 
ference and  many  local  affiliates  of 
the  National  Association  for  the  Ad- 
vancement of  Colored  People — my 
plan  to  march  is  based  on  a  desire  to 
respond  to  the  deep  crises  facing  all 
of  us. 

To  me,  this  is  not  about  race — al- 
though it  may  appear  so  on  the  sur- 
face. Sui-e,  as  a  joumalist  I've  lis- 
tened in  fiiistration  over  the  years 
as  my  employers  paid  mostly  hp  ser- 
vice to  the  importance  of  bringing 
mor-e  blacks  into  largely  white  news- 
rooms. I've  resented  expectations 
that  I  should  handle  any  "black  sto- 
ry" that  came  along.  And  I've 
fumed  when  taxis  wouldn't 
stop  for  me  on  city  streets. 


to 


What  other  chance 
would  I  have  to  stand 
up  with  such  a  large 
group  of  black  men — 
except  in  prison? 


But  this  march  tran- 
scends such  personal  is- 
sues. It's  about  a  collec- 
tive change  in  mind-set 
required  to  prevent 
blacks  from  falling  furthe 
behind  other  Americans. 
For  years,  we  looked  to 
the  government  to  clean 
up  our  communities  and 
patch  up  our  famihes.  Ul 
timately,  though,  we  can 
blame  only  ourselves  for 
what  happens  in  our  owi 
backyards.  Without 
discounting  the  nee 
for  some  legislated 
solutions,  the  first 
crucial  step  is  seli 
reUance.  At  such 
crucial  juncture,  it 
is  simply  irresponsi 
ble  to  sit  on  our 
hands. 

Farrakhan  knows  this.  Few  can 
deny  him  credit  for  developing  a  vi' 
sion  calhng  on  "black  men  to  stand 
unity  to  declare  to  the  world  that  v 
are  ready  to  shoulder  our  responsi 
bility  as  heads  of  our  famihes  and 
leaders  in  our  community."  But  the  I 
groundswell  of  support  for  the  mar(| 
hardly  anoints  Farrakhan  as  leader. 
"People  are  speaking  for  them- 
selves," rather  than  for  Farrakhan, 
says  the  Reverend  James  Demus, 
pastor  of  Park  Manor  Christian 
Church  in  Chicago,  one  of  the 
march's  organizers.  Beyond  his  Na- 
tion of  Islam  bloc,  trust  in  Far- 
rakhan's  ability  doesn't  reach  as  far 
as  many  whites  beUeve.  Indeed,  al 
though  he  would  be  loath  to  admit 
it — he  did  not  respond  to  interview 
requests — Farrakhan  has  quickly  bi 
come  a  minor  actor  in  his  own  grar 
production. 

Our  most  critical  issues  require 
solidarity  in  our  race,  not  confronta-| 
tion  with  others.  As  former  Congreij 
sional  Black  Caucus  Chairman  Kweil 
Mfume  (D-Md.)  told  me:  "This  is  a 
case  where  the  message  has  becom< 
much  bigger  than  the  messenger."  ij 
only  hope  it  stays  that  way. 

Stodghill  is  a  Chiccbgo-based  C(W^| 
spondent  for  BUSINESS  week. 
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Your  Competitors 
Have  MoreTimeThan 
You  DoTb  Create^ 

Improve  And 
Sell  Their  Products. 

Better  Ptople. 
^  ust  Better  Data  Storage. 


You  miglit  think  that  data  storage  is  a  box  that  sits  and 
collects  data  from  your  computers.  But  at  EMC,  we  offer 
a  new  breed  of  data  storaire  soluuons  that  does  just  about 
e\'er\thing  but  sit. 

Tliey  move  infonnation 
;  into  your  customers' and 
mployees'  hands  faster 
'     I  han  any  other  storage 


I  J'jtotigli  Iiifonnaliou 

C7  About  Data  Siomge 
lb  Make  iSu  Dangerous. 


system,  while  keeping  tliat  infor- 
mation secure.  Which  gets  your 
products  to  market  faster.  Your 
customers  served  faster.  And 
your  company  rich  faster. 

Call  1-800-424-EMC2  ext.  141.  You'll  discover  that 
with  EMC,  data  storage  is  no  longer  a  passive  receptacle. 
It's  a  competitive  weapon. 


Call  us  for  a  free  brochure  on  how  your  company  can  get  more  oui  of  storage. 


COMPETmVENESS  IS  IMPROVED  BY  A  FACTOR  OF  EMC^ 


THE  STORAGE  ARCHITECTS 


EMO  and  THE  S  fUK-iUE  ARCHITECTS  are  registered  trademarks  of  EMC  Corporation.  'Ql  995  EMC  Corporation.  All  rights  reserved  Ouuidi  North  Amerhu  . .;  ,/  liUSl  435-1000  ext.  81 93. 


News:  Analysis  &  Commentary 


DEALS 


THE  ULTIMATE 
PHOTO  OP? 

Bill  Gates  has  big  plans  for 
the  Bettmann  Archive 

Someday,  perhaps,  our  pes  will  turn 
into  vast  image  banks.  Students 
will  ciiiise  the  Internet  in  search  of 
archival  photos  to  illustrate  their  teiTn 
papers;  lovers  will  seek  out  the  perfect 
Toulouse-Lautrec  painting  to  adom  then- 
electi'onic  gi*eeting  cards. 

If  that  day  ever  comes  to  pass,  there 
is  an  excellent  chance  that  Bill  Gates 
will  make  money  from  it.  His  Corbis 
Corp.  owns  electronic  publishing  rights 
to  about  about  half  a  million  paintings, 
prints,  photos,  and  maps — the  world's 
largest  depositoiy  of  digital  images.  And 
on  Oct.  10,  it  announced  the  prnx-hase  of 
the  Bettmann  Archive,  among  the 
biggest  collections  of  historical  photos. 

The  acquisition  will  put  more  than 
16  million  images — fi'om  pi'eliistoric  cave 
drawings  to  the  photo  libraiy  of  United 
Press  International  through  1990 — in 
Gates's  hands.  Says  Corbis  Chief  Exec- 
utive Doug  Rowan:  "It's  mondo.  It's 


SNAP  DECISION:  Lli-ff  iini  ii  ii'.s  Gslaldn'  niid  Corhis'  Roivait 


quite  magical."  It  may  even  be  profit- 
able. Rowan,  who  wouldn't  disclose  the 
purchase  price,  says  Corbis  will  digitize 
some  300,000  photos  while  the  Bett- 
mann, headed  by  longtime  du'ector  Her- 
bert Gstalder,  continues  operating  its 
existing  business  in  New  York. 

Gates,  the  well-photogi'aphed  chair- 
man of  Microsoft  Corp.,  founded  Cor- 
bis in  1989,  then  calling  it  Interactive 
Home  Systems  Inc.  Its  mission:  To  ac- 
quii'e  digital  nghts  to  fine  ait  and  photo- 
graphic images  that  could  be  viewed 
electronically — on  everything  from  com- 
puterized wall  hangings  to  electronic 
books.  Gates  hopes  its  digital  archive 


will  be  use^  by  ]i 
lishing  andjadvei 
ing  companies 
by  computer  u 
who,  for  a  ^ee, 
download  images 
Though  anal 
say    it    has  s 
licensing    n  vei 
thus  far,  Cojibis 
licensed  imjage 
the  Arts  &  E 
tainment  cable 
work  for  use  in 
videos  and  deli 
fine  art  image 
Midisoft  for  use 
Braveheart  CD 
Experts  say  the  dollar  potential  for 
tronic  images  could  be  huge.  But 
also  say  that  in  the  tradition;  il 
photo  business,  less  than  1%  of  all 
es  sell  each  year.  Some  questioA  w 
er  digital  images  have  any  moite  p 
tial.  "There's  a  lot  of  hype  gcing 
says  Don  Barlow,  a  vice-preJIde 
The  ImageBank. 

Still,  most  traditional  stock 'Iftis' 
es,  including  The  ImageBank,  hSve 
tizing  efforts  under  way.  Andj''th 
brary  of  Congress  is  spenc^ing 
miUion  to  digitize  5  million  |m 
Gates,  clearly,  isn't  the  only  belie 
By  Kathy  Rebello  in  San  Fra 


EXECUTIVE  SUITE 

THE  MANZi  WHO 
KNEW  TOO  MUCH 

His  ideas  weren't  heeded,  so 
Lotus'  chief  bolted  Big  Blue 

It  was  a  shotgun  courtship  from  the 
beginning.  When  Louis  V.  Gerstner 
Jr.  made  an  unsolicited  bid  for  Lo- 
tus Development  Cotp.  last  spring,  he 
offered  Lotus  CEO  Jim  P.  Manzi  a  job  to 
help  smooth  the  deal.  To  the  suiprise  of 
many,  Manzi  wanned  to  the  idea  of  a 
Lotus-IBM  marriage.  Maybe  too  much. 

On  Oct.  11,  Manzi  resigned  his  posts 
as  Lotus  CEO  and  IBM  senior  vice-presi- 
dent after  it  became  cleai'  that  he  would 
never  win  the  larger  role  he  had  sought, 
people  close  to  the  executive  say.  Manzi 
had  been  lobbying  Gerstner  for  weeks 
to  adopt  a  plan  that  would  combine 
much  of  IBM's  sprawling  software  busi- 
ness with  Lotus  and  give  Manzi  and  his 
management  team  broad  powers. 

Manzi's  pi-oposal  included  some  radical 
possibilities,  sources  close  to  ibm  and 


Lotus  say.  Among  them: 
acquiring  NexT  Computer 
Inc.,  the  software  company 
run  by  Apple  co-founder 
Steven  P.  Jobs.  "I  have 
put  my  ideas  on  the  table. 
I  have  been  veiy  straight- 
forward about  what  my 
ideas  are  about  how  to 
run  a  successful  software 
company,"  Manzi,  43,  said 
when  he  announced  his 
departure. 

FINE-TUNING.  If  Gerstner 
has  his  own  ideas  for  fix- 
ing IBM's  stumbling  soft- 
ware operations,  he  isn't 
shaiing  them  just  yet.  The 
Lotus  deal  aside,  he  has 
done  little  but  fine-tune. 
IBM-Lotus  teams  have  been  working  to 
mesh  related  products,  but  many  opera- 
tional issues  remain.  For  one,  sales  and 
marketing  are  still  handled  separately. 
And  Lotus  executives  gripe  that  ibm's 
hardware-driven  sales  force  is  hamper- 
ing sales  of  Lotus  Notes,  the  group- 
ware  program  that  Manzi  describes  as 
the  "core  asset  in  the  arsenal  of  ibm's 
strategy  now." 

Gerstner  will  have  to  move  quickly  to 


OUTSPOKEN: 

suii/e  radica 


stabilize  the  situatpn. 
Landry,  a  Lotu? 
vice-president  and  I 
net  expert,  and  Robe 
Weiler,  the  senior 
president  who  nms 
also  were  ready  to  q 
setting  off  a  sera 
within  IBM  to  change 
minds  and  head  off  a 
exodus.  Another  key 
er  IBM  doesn't  wailt  t( 
is  Notes  creator  Lay 
Ozzie.  Those  close  to 
say  he  will  stay ;  to 
plete  Notes  4.0,  a  i 
upgrade  of  the  pro 
due  at  yeai-end.  Ater 
it's  an  open  issue. 

  The  big  questftn 

Who  vrill  run  Lotus?  Candidates  ir 
Michael  D.  Zisman,  a  key  Lotusj  eo 
nications  executive,  and  possibj* 
Bruce  Harreld,  the  former  presid 
Boston  Chicken  Inc.  recently  hir 
IBM's  chief  strategist.  Even  one  n 
sider  worries  that  replacing  Manzi 
an  iBMer  "would  be  the  kiss  o|  d 
Your  play,  Lou. 

By  Amy  CoHese  in  New 
Paul  C.  Judge  in  Boston 


Manzi  had 
I  proposals 
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A/hy  let 

little  thing  like 


I  me  zones 

10 Id  up 

:)ur  9:00  meeting? 


The  world  of  business  today  is  just  that, 
the  world.  You've  got  legal  documents 
in  Berlin  and  presentation  materials  in 
Hong  Kong.  And  you  need  them  all  in 
your  hands  by  8:00  tomorrow  morning. 
Sound  impossible?  Not  with  the  newest 
worldwide  delivery  service  from  UPS. 
We  now  offer  overnight  delivery  of 
packages  from  around  the  world  to  major 
business  centers  in  the  U.S.,  guaranteed 
by  8:00  a.m:  You'll  also  feel  better  know- 
ing that  the  status  of  all  worldwide 
shipments  is  available  instantly  with 
our  global  tracking  network.  Remember, 
the  world  won't  wait  for  you  to  start 
the  business  day  And  now 
you  don't  have  to  wait  for  it. 

MOVING  at  the  SPEED  of  BUSINESS!" 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


NO  CHEER  FOR 
GIBSON  GREETINGS 

BANKERS  TRUST  MAY  WELL 

have  done  wrong — but  that 
won't  get  Gibson  Greetings 
off  the  hook.  The  Securities 
&  Exchange  Commission  on 
Oct.  11  settled  its  case 
against  Gibson  and  two  for- 
mer executives,  finding  that 
the  company  failed  to  ac- 
count properly  for  1993  de- 
rivative transactions  with 
Bankers.  Gibson  also  failed 
to  establish  controls  to  track 
its  positions,  the  sec  stated, 
and  neither  reported  the  as- 
sociated risks  nor  kept  books 
very  well.  In  a  lawsuit  filed 
against  Bankers  and  settled 
in  1994,  Gibson  Greetings 
claimed  that  the  company 
lost  at  least  $23  million  from 
the  transactions. 


CLOSING  BELL 


REBOOTING 

Unisys  wants  to  move  out  of 
mainframes  into  computer 
services.  It  won't  happen  too 
soon  for  Wall  Street.  The  $7.4 
billion  outfit's  stock  rose 
nearly  10%,  to  8K,  two  days 
after  CEO  James  Unruh  dis- 
closed plans  on  Oct.  6  to 
ditch  a  matrix  management 
structure,  cut  costs  by  at 
least  $400  million  by '96,  and 
split  operations.  But  by  Oct. 
11,  investors  had  driven  Uni- 
sys to  T/t.  After  tumbling  last 
year,  revenues  have  been  flat 
and  first-half  profits  slipped 
23%.  Unruh's  formula:  "sim- 
plicity, not  complexity." 


7.5 


APR.  7  OCT 
ADOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


AN  OLIVE  BRANCH 
FROM  JEROME  YORK? 

"I  uon't  think  a  food  fight 
in  the  press  is  in  the  best 
interests  of  shareholders," 
says  Jerome  York,  Kirk 
Kerkorian's  point  man  in  his 
tussle  with  Chrysler.  This  af- 
ter a  combative  Oct.  11 
speech  to  bondholders  in  New 
York,  in  which  York  accused 
Chrysler  Chairman  Robert 
Eaton  of  unfairly  "painting" 
Kerkorian  as  hostile,  and  flip- 
flopping  on  a  pledge  to  invite 
large  shareholders  onto 
Chrysler's  board.  Still,  York 
says,  he  would  like  to  resume 
a  "businesshke"  dialogue  with 
Eaton,  perhaps  later  this 
month. 


C0RESTATESW0N7 
CHANGE  STATES 

terrence  larsen,  the 
cautious  and  deliberate  econ- 
omist who  runs  CoreStates 
Financial,  never  really 
warmed  to  the  idea  of  mov- 
ing headquarters  out  of  Phil- 
adelphia. So  perhaps  it  was  a 
good  thing  his  deal  to  merge 
with  Bank  of  Boston  col- 
lapsed in  July.  Instead,  Core- 
States  announced  on  Oct.  11 
that  it  will  pay  some  $3  bil- 
lion in  stock  for  Meridian 
Bancorp,  just  outside  town. 
But  investors,  unhappy  with 
the  deal's  24%  premium 
clipped  CoreStates  stock  by 
3% — but  sent  it  back  up  the 
next  day. 

BOEING  WORKERS 
TAKE  A  WALK 

machlnist  jobs  are  slip- 
ping  away  to  Asia,  and  Boe- 
ing workers  aren't  happy 
about  it.  Some  32,000  em- 
ployees walked  off  the  job  on 
Oct.  6  in  what  is  likely  to  be 
a  drawn-out  dispute  over 
the  export  of  high-skilled 
union  jobs.  Boeing,  like  oth- 
er plane  makers,  frequently 
transfers  production  over- 


HEADLINER:  MICHAEL  STEINHARD 


A  BIG  PLAYER  SIDELINES  HIMSELF 


Has  Michael  Steinhardt 
quit  the  hedge-funds  busi 
ness  for  good? 

On  Oct.  11,  the  54- 
year-old  investor 
announced  plans 
to  dismantle  his 
$2.6  billion  fi- 
nancial empire 
and  return 
most  of  his  four 
funds'  assets  to 
investors  by  year- 
end.  After  two  years 
of  performance  that  has 
ranged  from  awful  to 
merely  mediocre,  Stein- 
hardt's  portfolios  in  1995 
are  up  about  20%  to  24%, 
net  of  fees  and  expenses, 
vs.  26%  for  the  Standard 
&  Poor's  500-stock  index. 

Steinhardt  says  that  he 
will  devote  himself  to  two 
long-time  passions — Demo 


cratic  politics  and  Judais 
But  will  that  sustain  hin 
Steinhardt  took  a  year- 
long sabbatical  in  the 
1970s  and  consid- 
ered quitting  la 
year,  when  his 
funds  plummd 
ed  some  30%| 
because  of 
ill-fated  currd 
cy  and  bond 
trading. 

Even  Steinhardfl 
concedes  that  the  decisis 
to  finally  wind  down  his 
hedge  funds  is  "irrevo- 
cable— but  not  irrever-  I 
sible."  Indeed,  he  puts  tlj 
odds  of  a  return  to  the  [ 
hedge-funds  business  at 
in  4.  The  smart  money 
says  the  odds  are  even 
better  than  that.  1 
By  Gary  W| 


seas  in  exchange  for  govern- 
ments' promises  to  purchase 
planes — and  to  keep  costs 
down.  The  International  As- 
sociation of  Machinists  & 
Aerospace  Workers,  though, 
argues  that  the  industry  is 
nurturing  future  rivals  by 
transferring  technical  know- 
how.  Insiders  say  the  walk- 
out could  drag  on  for  weeks. 


ANGRY  RANK  AND  FILE:  Jtilis 
are  being  exported  to  Asia 


FAKE  FAT'S  REAL 
DEBUT  APPROACHH 


&  gamiIP 

olestra,- 


WILL  PROCTER 

fat  substitute, 
the  light  of  day?  Eight  y, 
after  p&c  petitioned  the 
&  Drug  Administratio 
believes  approval  for  u 
snacks  may  be  nearing.  i 
to  chip  addicts  are  waii 
p&G  says  chips  made  w 
would  have  no  fat  and 
calories.  Test  mark 
could  begin  in  1996. 


ETCETERA... 

■  American  Airlines  wi!p 
flight  attendants  an  av(a 
of  17%'  more  over  six  y  i) 

■  Healthsouth  will  buy'ji 
gical  Care  Affiliates  to  a 
an  outpatient  surgery 

a  Netscape's  bounty:  $0 
to  anyone  who  finds  big;a 
in  its  Navigator  progrji. 

■  Oprah  lives!  Wirr 
promised  she'd  extench 
talk  show  two  more  ye'n 
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yiashington  Outlook 


TED  BY  OWEN  ULLMANN 


ONGRESS  LOOKS  READY  TO  REIN  IN 
UT-OF-CONTROL  LAWSUITS   

ness.  All  these  forces  have  prompted  House  Judiciary  Com- 
mittee Chaimian  Hemy  J.  Hyde  (R-Ill.)  and  Senate  Com- 
merce Committee  Chairman  Slade  Gorton  (R-Wash.),  who 
are  overseeing  the  legislation,  to  search  for  common  ground. 

Gingr"ich  simplified  their  task  by  removing  one  conten- 
tious House  provision  absent  fi'om  the  Senate  bill — setting 
limits  on  medical  malpractice  awards — and  adding  it  to  a 
Medicai'e  reforni  bill.  That  paves  the  way  for  a  deal.  The  com- 
promise taking  shape  would  shield  defendants  from  huge 
damages  in  only  certain  types  of  lawsuits.  They  include  man- 
ufacturers sued  over  defective  products,  businesses  sued  by 
other  companies,  and  so-called  sympa- 
thetic targets,  such  as  homeowners  or 
nonprofit  gi'oups.  Some  plaintiffs — chil- 
dren in  abuse  cases  or  victims  of  dis- 
crimination, for  example — would  be  ex- 
empted from  damage  limits. 

That  should  be  enough  to  please  Cor- 
porate America,  which  cares  most  about 
curbs  on  product  liability.  Indeed,  busi- 
ness, including  gi'oups  once  holding  out 
for  the  House  version,  are  ready  to  com- 
promise. Reaching  an  agreement  "is  hke 
cutting  a  diamond,"  says  Victor  E. 
Schwartz,  a  lobbyist  for  the  probusiness 
Product  Liabihty  Coordinating  Commit- 
tee: "If  you  hit  too  hard,  it  explodes  into  a  million  worthless 
pieces."  Besides,  business  diehards  expect  the  House  to  seek 
more  restrictions  in  1996. 

All  this  unexpected  talk  of  a  deal  has  shocked  tort  reform 
opponents,  who  have  been  banking  on  a  House-Senate  stale- 
mate. Now,  they'll  have  to  redouble  their  efforts.  "It's  going 
to  be  a  battle  royal,"  says  Linda  Lipsen,  executive  dh-ector  of 
the  Association  of  Trial  Lawyers  of  America.  But  Congress 
seems  to  be  in  no  mood  for  gridlock.  That  augurs  well  for  a 
victory  business  thought  it  might  never  see. 

By  Catherine  Yang 


lor  Corporate  America,  overhauhng  the  legal  system  to 
curb  frivolous  lawsuits  and  exorbitant  damages  has  been 
a  16-year  quest.  And  after  the  House  and  Senate  passed 
,ly  differing  reform  bills,  it  looked  as  if  1995  would  be  the 
1  anniversary  of  failiu-e.  But  leaders  of  the  two  chambers 
quietly  nearing  a  compromise  that  could  hand  business  a 
et  victory  over  a  poweiful  alliance  of  trial  lawyers  and 
;umer  groups. 

/hat's  turned  the  tide?  House  Speaker  Newt  Gingi'ich 
ia.)  has  decided  that  it  would  be  better  to  narrow  differ- 
(S  with  a  less  radical  Senate  measure  than  risk  defeat  for- 
;y  plank  in  the  GOP  Contract  With 
irica.  So,  the  House  is  expected  to 
)  its  demands  for  curbs  on  all  civil 
s,  ranging  from  wrongful  death  suits 
tivironmental  damage  claims.  Instead, 
Gingrich  camp  appears  ready  to 
e  closer  to  the  Senate  version,  hmit- 
jnly  product  liability  disputes. 
riNG  A  DEAL.  Politicians  are  reacting 
lounting  public  disgust  with  lawsuits 
as  the  Great  BMW  Coveinip.  In  that 
,  Birmingham  (Ala.)  physician  Ira 
!  won  a  $2  million  punitive  award  be- 
e  the  Gennan  auto  maker  failed  to  LAWYER  BOLT  (u/t/  th 
ase  that  the  fender  of  his  new  $40,000 
had  been  repainted.  "They  have  taken  advantage  of  Dr. 
I,"  Andrew  W.  Bolt  II,  the  doctor's  attomey,  told  jiu'ors. 
of  North  America  asked  the  Supreme  Court  on  Oct.  11  to 
the  damages.  Under  the  emerging  congi'essional  pact,  such 
:  payments  would  be  a  thing  of  the  past. 
)P  lawmakers  hope  to  cut  a  deal  by  Thanksgiving  and 
a  bill  to  President  Clinton  by  yearend.  They're  betting 
voters'  disillusionment  with  the  legal  system  will  prompt 
,on  to  sign  it.  "Negative  ratings  for  the  justice  system  ai'e 
er  than  Bill  Clinton's,"  notes  Representative  Christo- 
Cox  (R-Calif.),  a  leading  advocate  of  tort  relief  for  busi- 


milUon  BMW 


CAPITAL  WRAPUP 


UTHERW  EXPOSURE 

'here's  no  Southern  comfort  for 
mocrats  these  days.  Party  stal- 
rts  thought  the  worst  was  over  on 

^    9,  when  Senator  Sam  Nunn  (D- 

I  .)  announced  his  retirement.  But 
presentative  Charles  Wilson  (D- 

,  c),  a  flamboyant  conservative  who 
'e  toted  rifles  with  Afghan  rebels, 

I  y  also  leave  after  24  years  in  the 
use.  And  sources  say  Representa- 
i  Mike  Parker  (D-Miss.)  will  soon 
1  three  Magnolia  State  colleagues 

:  o  have  switched  to  the  gop. 


TRADE  TWO-STEP 

►  As  Commerce  Under  Secretary  for 
International  Ti'ade,  Jeffrey  E.  Gart- 
en scoffed  at  congressional  schemes 
to  merge  U.  S.  trade  operations  into 
one  agency.  But  now  that  he's  leaving 
government  to  become  dean  of  Yale 
University's  School  of  Management, 
Garten  has  changed  his  tune.  He  fa- 
vors combining  the  Export-Import 
Bank,  Overseas  Private  Investment 
Corp.,  and  Trade  &  Development 
Agency  so  that  business  can  do  one- 
stop  shopping  for  global  financing. 


DICK  MORRIS'  NEW  MISSION 

►  How  important  has  enigmatic  Re- 
publican political  consultant  Dick 
Morris  become  to  President  Clinton? 
Important  enough  to  help  his  new 
boss  cut  a  budget  deal  with  Hill  Re- 
publicans. The  publicity-shy  Morris 
has  been  conducting  quiet  talks  with 
Senate  Majority  Whip  Trent  Lott  (R- 
Miss.) — whose  1988  Senate  campaign 
he  helped  run — in  hopes  of  forging  a 
bipartisan  accord.  Other  Clintonites 
are  irked  by  the  Connecticut-based 
consultant's  rising  influence. 
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1 .  Be  there  first. 


2.  Watch  someone 
eat  your  lunch. 


In  fields  from  aerospace  to  air  conditioning,  the  same  rule 
applies.  Be  first  to  seize  opportunities  or  give  ground  to  someone 
who  does. 

Being  first  is  important  on  geographic  frontiers  as  well  as 
technological  ones.  Which  is  why  United  Technologies  invests  early 
in  new  markets  like  China  and  Russia.  Why  we  have  employees  in 
six  times  as  many  cities  of  the  world  as  the  State  Department.  And 
why  we  invest  steadily  in  new  technologies  that  can  rejuvenate 
mature  markets. 

And  we  almost  never  miss  lunch. 


Iton  Standard 


UT  Automotive 


i%  United 
%r  Technologies 
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JAPAN 


THE  DAIWA  COVERUP 

WILL  BACKFIRE  ON  THE  BANKS 

MOF's  withholding  of  the  facts  enrages  the  U.S.-and  damages  credibility  worldwide 


Apr.  19 


Time  for  a  cleanup  at  Japan's  mighty 
Ministry  of  Finance?  The  doyens 
of  liigh  finance  at  last  week's  Inter- 
national Monetaiy  Fund  and  Woi'ld 
Bank  meetings  in  Washington  had  to 
wonder.  As  officials  gathered  to  discuss 
how  to  fiuther  global  financial  coopera- 
tion and  transparency,  a  six-week  secret 
came  to  light.  Word  surfaced  that  at 
least  one  top  mof  official  had  known 
about  $1.1  billion  worth  of  losses  due  to 
fraudulent  bond  trading  at  Daiwa  Bank 
Ltd.'s  New  York  branch — without 
breathing  a  word  to  U.  S.  regulators. 

The  delay  came  as  a  slap  in  the  face 
to  U.S.  Ti'easmy  officials.  After  a  sum- 
mer filled  with  trade  dia-  ^^^^^m 
logue  and  daily  currency 
consultations  between  Tokyo 
and  Washington,  the  com- 
munications breakdown  was 
ironic  at  best  and  insulting 
at  worst.  After  all,  the  U.  S. 
played  a  big  role  in  biinging 
down  the  super  yen  that  has 
battered  Japan's  already 
weak  economy.  Top  mof  offi- 
cials such  as  Eisuke  Sakaki- 
bara,  deputy  director  gener- 
al of  the  international 
finance  bureau,  had  been  in 
constant  contact  with  U.  S. 
Deputy  Ti'easury  Secretary 
Lawrence  H.  Summers  to 
manage  the  yen-dollar  ex- 
change rate.  But  mof's  cur- 
rency honchos  claim  that 
their  banking  colleagues 
down  the  hall  kept  them  in 
the  dark  about  the  Daiwa 
mess.  On  the  morning  of 
Oct.  11,  Finance  Minister 
Masayoshi  Takemura  called 
Ti'easury  Secretary  Robert 
Rubin  to  say  it  wouldn't 
happen  again. 

The  scandal  makes  a 
mockery  of  Japanese  pohti- 
cal  leaders  who  promise  a 
new  spirit  of  cooperation.  It 
is  also  likely  to  make  the  bad 
situation  of  the  Japanese  fi- 


nancial system  even  worse.  Instead  of 
protecting  the  banks  with  its  secrecy, 
MOF  has  fuither  undermined  their  cred- 
ibihty  at  home  and  abroad.  The  punish- 
ment: Japanese  banks,  ah-eady  paying  a 
premium  to  boiTow  in  international  mai- 
kets,  could  see  their  cost  of  capital  nse 
fuither  still.  And  domestically,  musteiing 
support  for  publicly  funded  bank  bail- 
outs won't  be  easy  when  covenaps  Like 
Daiwa's  are  fresh  in  the  minds  of  Japa- 
nese newspapei'  readers. 
EXPOSURE.  The  world  learned  of  this 
billion-dollar  debacle  on  Sept.  26,  when 
U.  S.  prosecutors  charged  a  Daiwa  trad- 
er with  orchestrating  an  11-year  odys- 


sey  of  financial  fraud,  mof  insists  it 
not  know  of  the  fiasco  until  Sept 
Maybe  not.  Daiwa  Bank  President 
ra  Fujita  says  that  as  early  as  Ai 
he  infomied  mof's  banking  biu-eau  c 
Yoshimasa  Nishimura,  about  a  wr 
confession  fi'om  the  New  York  ti'. 
explaining  how  he  had  racked  up — 
hidden — the  biUion-dollar  loss.  In  i 
the  letter  had  been  sent  on  July  2^ 
Nishimura  claims  he  did  not  wai 
bring  the  problem  to  U.S.  regular 
attention  until  he  got  all  the  facts 
cording  to  a  mof  spokesman,  Nishii. 
told  Fujita  to  determine  Daiwa's 
exposure  in  a  meeting  attendee 


MOF's  One-Way  Street 

Seeking  help  from  Washington  but  clamming  up  over  Daiwa 


Japan  braces  for  a  profit  squeeze  as  the  dollar  dives  to  79  yen.  Meanwhile, 
the  plunging  Nikkei  puts  more  pressure  on  the  debt-laden  financial  system. 


May  1@ 


After  trade  talks  stall,  Washington  threatens  to  slap  100%  tariffs 
on  13  Japanese  luxuiy  car  models. 

PnTffyn  The  U.S.  drops  car  sanctions  as  Japan  agrees  to  targets  for 
opening  its  auto  market.  The  yen  begins  to  fall. 


j  Toshihide  Iguchi,  head  of  Treasury  bond  trading  for  Daiwa  Bank  in 
New  York,  submits  a  wi'itten  confession  to  his  superiors  in  Osaka,  detailing  his 
effort  to  hide  more  than  $1  billion  in  trading  losses  over  11  years. 


Aug.  8 


Daiwa  officials  inform  Yoshimasa  Nishimura,  director  general  of 
MOF's  banking  bureau,  about  Iguchi's  trading  losses. 


Aug.  15 


Coordinated  dollar  buying  by  the  Japanese,  U.S.,  and  German  cen- 
tral banks  helps  lift  dollar  to  98  yen,  bringing  relief  to  Japan's  banks  and  com- 
panies. MOF  and  Treasury  officials  let  it  be  known  they  are  in  daily  contact. 


Sept.  1$ 


MOF  finally  tells  regulators  in  New  York  and  Washington  about 
Daiwa's  trading  fraud  history. 


Sept.  22 


New  LDP  President  Ryutaro  Hashimoto  vows  to  cooperate 
closely  with  U.S.  in  turning  around  Japan's  economy 


Oct.  9 


Daiwa  President  Akira  Fujita  and  two  other  senior 
bank  officials  resign.  U.S.  Ti-easury  officials  incensed. 
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ildng  bui'eau  associates.  But  he  failed 
give  U.  S.  regulators,  mof's  interna- 
lal  finance  crew,  or  even  Takemiu'a  a 
,ds-up.  Says  one  senior  mof  source: 
8  w^ould  have  advised  the  banking 
■eau  on  the  importance  of  sharing 
;  information  with  U.  S.  regulators." 
Tiat  kind  of  advice  shouldn't  be  need- 
at  the  ministry.  The  lapse  speaks  vol- 
3S  about  the  inner  woi'kings  of  this 
eaucratic  colossus,  which  rules  over 
Japanese  equivalents  of  the  Treasury 
)t.  and  Federal  Deposit  Insurance 
p.  and  works  closely  with  the  Bank 
apan.  mof  also  calls  the  shots  on  tax 
budgetaiy  matters.  Financial  policy 
iiried  out  in  a  clubby  and  opaque  at- 
;phere,  charactemed  by  scant  disclo- 
?  and  cozy  relations  between  regula- 
1  and  financial  executives, 
'he  system  didn't  seem  to  do  any 
m  when  everybody  made  a  truck- 
I  of  yen.  But  during  the  "bubble" 
maintaining  a  loose  monetary  policy 
akin  to  feeding  "steroids  to  an  econ- 
■  artificially  pumped  up  by  real  estate 
stock  speculation.  The  turbocharged 
kei  225  stock  average,  commercial 
jerty  prices,  and  Japan's  five-year 


"If  Daiwawas  doing 
all  this  bad  stuff, 
then  how  about 
the  other  guys?"  says 
one  high-ranking 
U.S.  banker 


run  of  4.5%  real  growth  rates  came 
crashing  to  earth  starting  in  1990.  Now, 
after  four  years  of  economic  stagnation, 
the  mandaiins  in  the  ministiy's  sLx-stoiy 
fortress  seem  no  closer  to  taking  the 
needed  measures  to  turn  the  economy 
around.  In  fact,  mof  continues  to  cloak 
the  dimensions  of  Japan's  banking  crisis, 
with  estimates  of  nonpeiforming  loans  at 
less  than  half  of  the  $1  trillion  figure 
many  private  analysts  advance. 

Coming  on  top  of  such  dangerous 
understatements,  the  Daiwa  cover- 
up  further  shakes  international 
confidence  in  mof's  ability 
to  cope.  And  Japan  needs 
foreign  cooperation  bad- 
ly. Even  as  minis- 
try officials 


were  hiding  the  Daiwa  loss,  the  U.  S. 
Federal  Reserve,  Germany's  Bundes- 
bank, and  the  Bank  of  Japan  were  car- 
rying out  a  behind-the-scenes  plan  to 
shore  up  Japan's  financial  system.  Well- 
timed  dollar-buying  by  central  banks 
has  driven  the  greenback  up  26%,  from 
its  April  low  of  79  yen  to  around  100 
now.  The  yen  ch-op  came  as  a  huge  relief 
to  a  Japanese  economy  on  the  verge  of 
recession  and  caught  in  a  deflationary 
spiral.  It  also  helped  Japanese  stocks 
bounce  back  24%  from  this  year's  low. 

The  Daiwa  mess  is  likely  to  raise 
more  questions  about  the  tioie  state  of 
Japan's  other  banks.  "If  Daiwa  was  do- 
ing all  this  bad  stuff,  then  how  about 
the  other  guys'?"  says  one  high-ranking 
U.  S.  banker.  Instead,  investigation  of 
the  Daiwa  fraud  is  siu'e  to  widen.  Even 
before  the  scandal  broke.  House  Banking 
Committee  Chaiiman  James  A.  Leach 
(R-Iowa)  was  calling  for  congi'essional 
healings  into  Japan's  banking  crisis.  And 
back  at  home,  the  Japanese  Diet  will 
begin  examining  the  Daiwa  affair  in  the 
next  several  weeks. 

CUSHY  JOBS.  Before  the  scandal  broke, 
MOF  had  proposed  tougher  disclosiu'e  re- 
quirements for  Japan's  lenders. 
But  the  Daiwa  case  sug- 
gests the  Ministiy  is  still 
far  from  demanding 
the  kind  of  manageri- 
al accoimtability  nec- 
essaiy  to  make  any 
reforms  stick.  For 
instance,  while 
Daiwa's  Fujita  re- 
signed on  Oct.  9,  he 
will  stay  with  the 
bank  as  a  paid  ad- 
viser— and  so  far,  mof 
isn't  objecting.  One  rea- 
son is  that  MOF  has  httle 
incentive  to  be  tough  with  the 
banks  it  supervises,  which  tradi- 
tionally offer  paid  sineciu*es  to  re- 
tiring ministry  officials  in  a  prac- 
tice known  as  amakudcni,  or 
"descent  from  heaven." 
StUl,  MOF  is  sure  to  find  out  that 
withholding  vital  infomaation  from 
international  investors  and  regula- 
tors isn't  cost-free.  Already,  the  U.  S. 
is  taking  steps  to  limit  federally  backed 
American  lenders'  exposure  in  Japan. 
Ti'easuiy  and  Federal  Reserve  officials 
say  that  despite  then-  anger  at  the  Daiwa 
affau",  cooperation  on  international  trade 
and  currency  issues  will  continue.  But 
even  if  it  does,  the  markets  ai-e  likely  to 
show  then-  displeasure  by  making  it  still 
harder  for  the  beleaguered  Japanese 
banks  to  raise  money,  mof  wiU  have  only 
itself  to  blame. 

By  Brian  Bremner  in  Tokyo,  with 
Dean  Foust  and  William  Glasgall  in 
Washington 
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INDIA 


GET  THE 

'FOREIGN 

DEVILS' 

India's  backlash  against 
multinationals  gains  strength 

The  three-story  Kentucky  Fried 
Chicken  restaurant  in  downtown 
Bangalore  looks  like  any  other 
fast-food  outlet,  with  one  notable 
difference:  A  handful  of  armed  police 
officers  stand  guard  outside  the  glass 
doors,  and  30  more  wait  in  a  beat-up 
red  bus  parked  nearby. 

The  cops  are  needed  because  the 
Karnataka  Farmers  Assn.  has  threat- 
ened to  destroy  the  new  restaurant  and 
toss  the  company  out  of  India.  Tlie  asso- 
ciation says  the  fast-food  chain  favors 
big  farmers  and  hurts  small  ones.  It 
also  argues  that  kfc's  chicken  is  car- 
cinogenic: too  much  monosodium  gluta- 
mate.  Not  surprisingly,  the  controversy 
has  hurt  kfc's  business.  "When  you've 
got  armed  guards  outside,"  says  San- 
deep  Kohli,  managing  director  of  Pepsi- 
Co Inc.  restaurants  for  South  Asia,  "it 
scares  people  away." 

American  companies  find  they  are  not 
quite  so  welcome  m  India  as  Prime  Min- 
ister P.  V.  Narasimha  Rao's  government 
once  led  them  to  believe.  The  rhetoric  is 


ROUGH  TREATMENT:  India's  xenophobia — rooted  in  its  colonial  past — has 
led  to  dei}io)tstrations  aimed  at  Pepsi  and  its  Kentuckij  Fried  Chicken  unii 


getting  much  hotter:  Politicians  in  oppo- 
sition parties  rail  against  the  "foreign 
devil"  and  call  for  demonstrations 
against  Pepsi  and  Coca-Cola,  in  which 
bottles  of  the  beverages  are  smashed. 
FRINGE  GRUMBLING.  It's  troubling,  too, 
that  foreigners  get  so  little  public  sup- 
port fi'om  their  supposed  friends  in  In- 
dia. Rao's  weak  and  divided  Congress 
Party  (I),  which  once  pushed  economic 
reforms,  now  seems  to  be  letting  them 
drift  along.  These  Congress  leaders  dis- 
miss protests  against  foreign  companies 
as  the  giaimblings  of  ftnnge  gi'oups. 

But  events  of  the  past  few  months 
show  they  cannot  be  ignored.  DuPont 
Co.,  forced  out  of  one  Indian  state  be- 
cause of  concerns  over  hazardous  chem- 


icals, is  facing  similar  opposition 
new  one.  Mahatma  Gandhi's  gran(0 
has  filed  criminal  charges  against  c 
TV  network  owner  Rupert  Murdocl: 
insulting  his  gi'andfather.  Several  pc 
projects  also  ai"e  under  attack.  The  :j 
notable  example  of  repudiation  > 
course,  was  Era-on  Coip.'s  $2.8  biUio  iii 
stallation  project  in  the  state  of  IVIf^ 
rashtra.  Negotiations  are  resumingfW' 
opposition  will  still  be  tough. 

Most  of  the  challenges  have  Hi 
against  American  companies,  which  m'' 
the  binnt  of  Indian  womes  about  c'mx 
ral  imperialism.  Japanese  and  Geili^i, 
companies,  in  contrast,  encounters^ 
such  problems.  Increasingly,  the  iti' 
cism  is  directed  against  not  only  ' 
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"Now  that  I've  figured  out  what  we  need  for  our  network, 
I  could  use  a  hand  starting  it  up. " 


IBM  Solution*  27645 -H 


a.k.a.  "PC  Server  Startup' 


re's  a  lot  more  to  getting  a  PC 
vork  up  and  running  than  just 
wing  it  into  "Drive"  and  taking 
'>o,  to  get  you  tlirough  tliat  make-or- 
:k  period-tlnose  first  90  days-IBM 
nical  experts  are  at  your  beck  and 
Offering  you  24-hour  toll-free 
oort.'  Helping  you  with  installation 


'  Toll-lree.  7-day,  24-hour  support 
'  Supports  05/2"  LAN  Server. 
Banyan''  Vines.' 
Novell' NetWare.'  SCO' 
UNIX  ■  and  Windows  Nf" 
■  Part  ol IBM  HelpWare' 


•  IBM  and  non-IBM 
components  and  adapters 
including  3Com,' 
Madge!"  SMC.'  BusLogic.  " 
Digi "  Inlernational 
and  Thomas-Conrad" 
•  Fax  ID  if  16125 


For  info,  orders  or  a  dealer  near  you,  call  1  800  426-7161.' 
Or  visit  our  web  site:  www.pc.ibm.com/server/ 


and  configuration  problems.  Even 
many  of  those  stemming  from  other 
vendors'  network  operating  systems 
and  network  adapters.  And  you  should 
feel  secure  knowing  you're  backed  by 
IBM's  3-year  warranty.'  PC  Server 
Startup.  One  more  reason  there  is  a 


"atranly  period  'Copies  ol  IBM's  SlalemenI  ol  Limiled  Warranty  are  available  by  calling  1  800  772-2227  'M-F.  8am-8pm  EST  In  Canada,  call  1  800  465-7999  IBM,  CS/2  and  HelpWare  are  regisleted  trademarks  and 
>  a  ilillerence'  is  a  trademaik  ol  Inlernational  Business  Machines  Corporation  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  ol  their  respective  companies  ©1995  IBM  Corporation 
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consumer  goods  but  also  more  sophisti- 
cated products  and  services.  Telephone 
company  U  S  West  Inc.,  for  example,  is 
facing  opposition  in  southern  India.  It 
won  a  bid  to  create  a  pilot  telecom  proj- 
ect based  in  Tamil  Nadu,  but  now  ciitics 
are  charging  it  benefited  from  govern- 
ment favoritism.  "Companies  should  be 
very  wonied  about  this,"  warns  Dilip 
Cherian,  who  advises  kfc,  DuPont,  and 
U  S  West.  "This  is  not  a  trend  that  will 
stop  today." 

None  of  this  is  very  good  news  foi- 
India's  four-year-old  pro- 
gram of  economic  liber- 
alization. The  danger  is- 
n't so  much  that  the 
refoms  will  be  actively 
dismantled  but  that 
they  might  simply 
erode — a  casualty  of  In- 
dia's unrelenting  politi- 
cal polemic.  Although 
many  major  U.  S.  com- 
panies are  determined 
to  stick  it  out  in  the 
world's  second-most- 
populous  nation,  others 
may  decide  to  stay 
away.  U.  S.  direct  in- 
vestment stood  at  a 
mere  $818  million  at  the 
end  of  1994,  according 
to  the  U.  S.  Commerce 
Dept. 

The  widespread  anti- 
foreign  feeling  in  India 
has  deep  roots.  The  leg- 
acy of  Britain's  East  In- 
dia Co.  has  bi-ed  a  sus- 
picion of  foreigners  that  ■ 
applies  to  companies, 
ideas,  even  tourists.  "It 
is  there.  You  cannot  dis- 
count it.  You  cannot  ignore  it,"  says  Jay 
Dubashi,  economic  adviser  to  the  Bhara- 
tiya Janata  Party  (bjp),  which  preaches 
what  it  calls  "economic  nationalism." 
SHORT  FUSE.  What  the  public  thinks 
matters.  India  is  the  world's  largest  de- 
mocracy. And  many  say  it's  a  hyj^erac- 
tive  one,  where  people  are  quick  to 
protest.  "India's  problem  is  that  it  has 
an  overdeveloped  democracy  and  an 
underdeveloped  economy,"  says  one  gov- 
ernment official.  With  one-third  of  the 
countr\''s  900  million  people  living  below 
the  poverty  line,  it's  not  hard  for  politi- 
cians to  rile  the  poor 

What  foreign  companies  are  discover- 
ing is  that  India's  middle  class  also  feels 
uneasy  about  multinationals  swooping 
down  to  feed,  clothe,  and  entertain 
them.  They  may  buy  Kellogg's  cereal, 
Le\i's  jeans,  and  Sony  T\'s  because  they 
lie  quality,  says  Titoo  Ahluwalia, 


chairman  of  Marketing  &  Research 
Group  Ltd.  in  Bombay.  But,  he  says, 
"the  average  Indian  has  two  sides  to 
him.  There's  one  side  that's  a  consumer' 
and  the  other  that's  a  voter"  A  recent 
poll  conducted  by  The  Times  of  India  in 
the  counti-y's  largest  cities  showed  that 
more  than  half  the  respondents  were 
against  kfc  and  any  other  foreign  in- 
vestment that  does  not  biing  in  technol- 
ogy. Most  Indians  have  "a  raw  national- 
ist nerve,"  says  Dubashi.  "It  needs 
events  to  bring  it  out." 


me 


lH  One  surprise:  The  reluctance 
Minister  Rao's  government  to 
multinationals.  Why?  His  Congress 
,  a  tough  election 


One  event  was  the  controversy  over 
Rupert  Murdoch's  Asia-wide  Star  tv 
satellite  network.  In  May,  a  guest  on  a 
Star  talk  .show,  Nikki  Tonight,  called 
Gandhi  a  "bastard."  The  network  bowed 
to  public  pressure  and  canceled  the 
show.  But  now  Tushar  Gandhi,  grandson 
of  India's  most  honored  figiu'e,  has  filed 
charges  against  Murdoch  of  libel  and 
criminal  defamation. 

Such  incidents  provide  propaganda  fod- 
der for  Inrlian  industry,  which  is  fearful  of 
foreign  competition.  The  Star  T\'  debacle 
provided  ammunition  for  media  compa- 
nies trying  to  keep  out  overseas  rivals. 
The  incident  also  prompted  calls  to  crack 
down  on  satellite  networks — something 
much  more  difficult  to  do,  since  their  sig- 
nals come  fr-om  outside  the  country. 

The  B.IP  took  that  kind  of  popular 
opinion  into  account  when  it  and  its  co- 
alition partner  in  Maharashtra,  the  Shiv 


Sena,  went  after  Enron.  The  ultrar 
tionalist  Rashtriya  Swayam  Sevak  p; 
ty  had  already  stoked  up  local  rese] 
ment  against  the  Houston  company. 
"NOT  POTATO  CHIPS."  The  Hindu  rig| 
seems  divided  over  just  what  kind 
foreign  investment  should  be  allowJ 
The  B.JP  has  adopted  a  much  us| 
phi'ase— "microchips,  not  potato  chips' 
to  describe  what  sort  of  investment 
dia  needs  and  what  sort  it  doesn't.  Tl 
seems  to  hold  out  the  prospect  tl 
technology-related  investments 
move  forward.  But 
er  voices  seem  eager 
stall  most  investme 
"I'm   not  saying 
don't  want  multinati 
als  at  all,"  says  Swan 
athan  Gmiunuithy,  h( 
of  the  Swadeshi  Jagi 
Manch,  another  vi 
lently  nationalist  pa] 
"But  having  all  of  th 
entering  the  country 
the  same  time  may 
be  good." 

One  surprise 
been  the  refusal  of 
Indian  government 
defend  companies,  s 
as  Enron,  that  it  hel; 
lure  in.  The  reasor 
that  the  Congi'ess  P; 
must  compete  in  nati 
al  elections  early  n 
year  and  faces  stiff  o 
petition  fr'om  the  bjf 
doesn't  want  to  alier 
voters  by  seeming 
proforeign.  The  pa 
has  even  tried  to  mi 
in  a  quieter  way,  s( 
of  the  opposition's 
tionalistic  moves.  Shortly  after  the  [ 
ernment  of  Maharashtra  changed 
name  of  the  state  capital  from  Bom 
to  the  original  pre-British  name 
Mumbai,  the  Congi-ess  Party  renai 
Connaught  Place,  New  Delhi's  husii 
district,  after  Indira  and  Rajiv  Gan 
Foreign  executives  acknowledge 
India's  debate  over  how  and  when  t( 
them  in  is  valid.  But  they  are  conce) 
about  its  tone.  "Economic  nationa 
straddles  the  line  between  rational 
nomic  debate  and  xenophobia,'"  says 
Davis,  project  dii'ector  of  aes  TransAi 
er,  whose  power  project  in  the  stat 
Orissa  has  iim  into  trouble  from  a 
state  government.  How  India  walks 
line  between  rationality  and  xenoph 
could  detennine  its  ability  to  attrac 
vestment  dollars  and,  ultimately,  si 
its  prospects  for  economic  gi'owth 
By  Sharon  Moshavi  in  New  I 
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■ou  don't  have  to  go  on  an 
lent  shopping  spree  the  minute 
isiness  starts  to  grow.  Not  if  you 
e  affordable  IBM  PC  Server  320, 

Its  dual-processing  capability 
es  your  performance  by  simply 

a  second  Pentium*  chip.'  So 


'  Dual-processor  er^sbled 
'  NelFinily~  pari  olihe 
SyslemVieW  lamily 

■  6  PCI /EISA  slots 

■  27GB  slorage 

•  90MHz  Pentium  processor 


•  Up  to  256MB  memory 

•  Built -in  CD-ROM  drive 

•  49%  linancing 
now  availatite' 

•  Fax  ID  if  60085 


For  info,  orders  or  a  dealer  near  you,  call  1  800  426-7161." 
Or  visit  our  web  site:  www.pc.ibm.com/server/ 


productivity  goes  up,  but  costs  stay 
relatively  the  same.  What's  more, 
upgrading  goes  something  like  this: 
open,  click,  snap."  If  only  the  rest  of  your 
business  ran  as  smoothly  The  IBM  PC 
Server  320.  Another  reason  why  there 


IS  a  difference.'" 


um  chip  sold  separalelv  -'Some  ha'rdware/soltware  conligutalions  may  Pe  necessary  'ICC  linancing  available  In  qualilied  commercial  customeis  only  "M-F,  8am-8pm  EST  In  Canada,  call  IBM's  HelpFax  al 
)9  (ask  lor  documeni  #45200)  IBM  and  SyslemView  are  regislered  trademarks  and  NelFinily  and  'There  is  a  dillerence"  are  trademarks  ol  International  Business  Machines  Corporation  Pentium  is  a  leqislered 

Itel  Com  ©1995  IBM  Cnrnnralinn 


International  Business 


CHINA 


WINDING  UP 

FOR  THE  BIG  PITCH 

Advertising  mushrooms  in  China,  despite  Beijing's  heavy  hand 


When  China  adopted  a  tough  new 
advertising  law  earlier  this  year, 
even  the  supposedly  unstoppable 
drumming  bunny  in  the  Duracell  bat- 
tery commercials  came  to  a  halt.  The 
government  ordered  the  ad  off  the  air 
because  the  bunny  endurance  contest 
broke  new  rules  that  ban  superlative 


prize:  an  ad  market  that  has  quadru- 
pled, to  $3  billion,  over  the  past  three 
years  and  is  expected  to  soar  to  $22 
billion  by  2000 — compared  with  $55  bil- 
lion in  the  U.  S.  last  year 

A  lot  of  the  gi'owth  is  fueled  by  multi- 
nationals vying  to  win  the  minds  and 
wallets  of  China's  exi^anding  middle  class. 


OUTDOOR  OUTBURST:  BiUI)oanh  are  blossoming — but  cigarette  ads  are  banned 


claims  and  comparative  advertising.  For 
Ogilvy  &  Mather  Advertising's  Beijing 
office,  which  handles  the  American  bat- 
tery comj^any's  Cliina  ad  account,  it  was 
back  to  the  drawing  board. 

The  new  regulations  are  just  one  of 
many  challenges  facing  ad  agencies  and 
their  clients  as  they  jump  into  what 
promises  to  become  one  of  the  world's 
largest  advertising  markets.  They  are 
confronting  an  uncertain  I'egnlatory  mar- 
ket, open  discrimination  again.st  foi-eign 
advertisers,  and  difficulty  in  doing  busi- 
ness with  media  that  are  still  closely 
controlled  by  the  government. 
WINNING  MINDS.  But  encouraged  by  the 
rising  multinational  presence  in  China 
and  the  fast  growth  in  ad  spending 
(chart),  the  rush  is  on.  In  addition  to 
43,000  local  ad  shops  scattered  across 
China,  there  are  now  167  foreign  joint 
ventures,  all  with  local  partners.  The 


There  are  now  more  than  300  million 
households  in  China  that  have  bank  sav- 
ings, which  total  $175  billion.  And  consu- 
mers are  eager  to  buy  goods,  with  their 
spending  predicted  to  more  than  double, 
to  $743  billion,  by  2003. 

Still,  advertisers  have  to  keep  an  eye 
on  the  government,  which  is  moving 
swiftly  to  regulate  an  industry  often 

AD  SPENDING  TAKES  OFF  IN  CHINA 


A  BILLIONS  OF  DOLLARS 


ESTIMATE - 


DATA.  STATE  ADMINISTRATION  FOR  INDUSTRY  &  COMMERCE, 
J  WALTER  THOMPSON  ESTIMATES 


considered  chaotic.  Just  a  year  ago, 
abounded  for  everything  from  to(] 
paste  said  to  fend  off  senility  to  f; 
soaps  to  wash  away  wi'inkles.  The 
adopted  on  Feb.  1  was  designed  to 
in  the  most  extravagant  product  cl; 
but  has  created  big  problems  for 
eigners.  "Everyone  looked  to  the  ad 
as  a  savior  coming  in  on  a  big  w 
horse.  It's  been  anything  but,"  s 
Mary  Peng,  executive  director  of  D 
su.  Young  &  Rubicam,  China.  ! 
INNER  CIRCLE.  To  make  sure  ads  ri 
the  guidelines,  Beijing  holds  eveiyor 
agency,  client,  and  media — respons- 
for  infi'actions.  The  new  curbs  promji 
agencies  to  redo  more  than  100  ad 
Beijing  alone.  When  ddb  Need)! 
geared  up  to  introduce  Budweise 
China,  the  agency  quickly  discov^ 
that  saying  "King  of  Beers"  wasn't  t 
ceptable.  Likewise,  when  the  ag(| 
wanted  to  tell  the  Chinese  that  " 
beer  was  America's  favorite,  they  ha 
come  up  with  statistics  proving  it 

Another  headache  for  foreign  a| 
cies  is  China's  discriminatory  pr 
pohcies.  Some  Chinese  media  veh 
charge  imported  brands  up  to  t 
times  as  much  as  local  brands  pa; 
ad  spots.  Discrimination  is  unlike 
end  until  China  is  accepted  into 
World  Trade  Organization,  which 
hibits  such  practices. 

Meantime,  with  demand  for  spai 
high,  arbitrary  decisions  to  replace! 
with  special  programs  or  articles! 
common.  Advertisers  are  require* 
pay  100%  of  fees  in  advance — ami 
usually  a  struggle  to  recover  the  t 
the  ads  don't  run. 

The  gi'owing  market  for  outdoo: 
vertising  has  also  proved  challen 
With  locations  multiplying  eveiywht 
fi-om  bus-stop  kiosks,  telephone  bo 
and  shop  awnings  to  expensive 
electronic  display  signs — the  go 
ment  has  recently  imposed  new 
trols.  Cigarette  advertising,  air 
banned  fi'om  television,  radio,  and 
print  media,  is  finding  its  once-re 
billboards  disappearing.  In  Au 
Guangzhou  joined  Beijing  in  bar 
outdoor  cigarette  advertising,  a 
that  hit  tobacco  companies  and 
agencies  har-d. 

Faced  with  all  these  headaches, 
if  any —  for-eign  agencies  are  turn 
profit.  Most  say  optimistically  tl 
will  be  at  least  two  years  before 
ar-e  in  the  black.  But  given  China 
tential,  that's  not  too  long  to  wait 
mor'e  pr'oblems  bound  to  pop  up  in] 
na,  ad  agencies  vrill  have  to  outlast 
moi-e  than  just  the  Duracell  bunn;] 
By  Dexter  Roberts  in  Bi 
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KCENTLY,  Mary  Washington  Packed  Her 
Dreams  Into  84  Cardboard  Boxes. 

She  Iwiohl  a  house.  Soinclhino  she'd  wanlcJ  lo  c/o  lor  vav^.  But  she  dkh'l  know  where  to  starl.  Fannie  ,\ he,  the  nation's  kvi^esl  -iowee 

0/  funds  lor  morliitw  lcndei%  Ivlpcdput  kr  on  lhe}\iih  lo  Imieownership.  After  she  s^iw  one  oj  our  Oivning  Doois  eommereials  on 

I V  she  ealled  us.  And  then  ewiythino  slatted  niovino  Ineludini^  Aiaiy  Washinolon.  \\{-  scnf  her  a  jree  iiuidc  so  she  eould  di'lennine  ij 

she  was  reach  to  buy  a  home.  Then  \w  Irlixdouide  kr  ihrouoh  llie  hnv-hiMno  /mxxs.  And  finalk  iWaiv  oof  a  loan  thivuQh  a  lender 

we  do  business  with  in  her  cvnvmiivtv. /Xjter  tku:  all  sir  had  left  to  do  was  sprin  ^ 

V  "  J^FannieMae 

day.  lo  lindoul  more  ubom  how  we  helfvdMaiy.  or  how  we  ean  helpyou,<^al]  l-8p0-548-9444.>.:%.»,m  Wn.,,\  ^M-ihrnc:-  . 
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BRITAIN 


THE  REICHMANN 
RECONOUEST 

How  the  developer  and  friends  won  back  Canary  Wharf 


It  was  close  to  midnight  in  London 
on  Oct.  2  when  13  banks  issued  a 
three-sentence  press  release  saying 
they  had  just  agreed  to  sell  Canary 
Wharf  Ltd.,  Europe's  biggest  real  es- 
tate development,  to  a  small  gi'oup  of  in- 
vestors for  $L2  billion.  For  the  banks,  it 
was  the  end  of  a  troubled  stint  as  Ca- 
nary Wharf's  owners.  But  across  the 
Atlantic,  it  was  the  final  chapter  of  a 
long  cnisade  by  Toronto  developer  Paul 
Reichmann  to  win  back  the  project  he 
had  lost  and  prove  his  vision  was  right. 

When  the  fax  confirming  the  deal  ar- 
rived, Reichmann  simply  leaned  back 
in  his  chair  and  smiled.  His  doggedness 
had  paid  off  spectacularly.  He  and  the 
other  new  owners — the  Tisch  family, 
fund  manager  Michael  F.  Price,  banker 
Edmond  Safra,  and  Saudi  Prince  Alwa- 
leed  bin  Talal  bin  Abdulaziz  Alsaud — 
have  ambitious  plans  to  put  more  of- 
fice buildings  and  a  luxury  hotel  on  the 
property,  which  already  has  4  million 
square  feet  of  developed  space.  One 
close  friend  says  Reichmann's  coup, 
which  gives  him  just  5%  of  the  project, 
has  rejuvenated  the  65-year-okl.  "Any- 
one else  would've  thrown  in  the  towel," 
says  the  friend.  "Not  Paul.  He's  like  a 
young  man  just  starting  out." 

Reichmann's  chase  began  shortly  af- 
ter May,  1992,  when  Canary  Wharf, 


caught  in  London's  office  glut,  defaulted 
on  $900  million  in  loans.  Canaiy  Whaifs 
collapse  helped  push  Reichmann's  en- 
tire real  estate  company,  Olympia  & 
York  Developments  Ltd.,  into  banl-a'upt- 
cy.  Reichmann  swore  to  friends  he 
would  get  the  riverside  development 
back.  "It  never  left  his  consciousness," 
says  one  banker  who  meets  regularly 
with  Reichmann. 

Just  four  months  after  the  banknipt- 
cy,  Reichmann  mounted  a  $500  million 
bid  for  the  project  with  backing  from 
New  York  financiers  Sanford  I.  Weill, 
Lewis  S.  Ranieri,  and  the  Tisch  family. 
The  banks,  which  ended  up  with  Ca- 
nary Wharf  after  o&Y  defaulted,  turned 
him  down.  "They  thought  he  failed  as  a 
steward,  and  they  weren't  about  to  sell 
it  back  to  him  at  a  discount,"  recalls 
one  banker. 

THATCHER'S  BREAKS.  A  year  later,  in 
October,  1993,  Canary  Wharf  emerged 
from  bankruptcy.  With  the  project  at- 
tracting more  high-quality  tenants, 
Reichmann  put  together  another  bid, 
for  $700  million,  with  the  Tisch  brothers 
as  well  as  Republic  National  Bank  of 
New  York's  Safra  and  Mutual  Series 
fund  manager  Price.  Reichmann  also 
learned  that  Prince  Alwaleed  was  put- 
ting out  feelers.  Reichmann  visited  the 
Saudi  royal  on  his  yacht  off  Cannes  in 


LONDON  CALLING 

Sources  say  Reichmann 
single-minded  pursuit  ol 
the  huge  project  allowei- 
him  to  beat  the  odds 


August,  1994,  and  tried  to  recruit  hii 
his  side. 

Yet  the  prince  persisted  in  his 
bid,  wliich  the  banks  ultimately  reje( 
Another  offer  emerged  suddenly  f 
New  York  developer  Jeny  Speyer. 
waleed  says  he  and  Speyer  briefly  S 
cussed  an  alliance.  Reichmann  resu 
his  courtship  of  the  prince,  this 
successfully.  "Reichmann  knows  ho 
manage  real  estate  better  than  am| 
else  in  the  world,"  the  prince  says. 

With  solid  bacWng  in  place,  R(j 
mann  submitted  the  winning  bid  of| 
billion.  Reichmann  priced  his  bid 
because  he  figiu'es  tax  breaks  bestcj 
by  the  Thatcher  government  on  Ca 
Whaif  can  help  liim.  His  intention,  ssl 
source,  is  to  seU  some  of  the  buildinj 
British  companies  with  large  tax 
Tlie  buyers  get  to  reduce  their*  taxe 
ing  the  tax  shekel's,  and  Reiclimann 
es  back  the  space.  Tlie  sale  proceedi 
repay  a  $260  million  bridge  loan  R 
mann  is  obtaining  fi'om  gi"ain  com 
Cargill  Inc.  to  round  out  his  financi 

Some  of  the  rejected  bidders  1 
history  could  i"epeat  itself  if  Reichi 
starts  building  again  using  leverage, 
so,  says  Price,  who  thinks  the  site 
easily  handle  new  construction.  "For 
tions  ai"e  built,  the  plans  are  done 
tax  benefits  ar-e  there,  and  people 
lai'ge  buildings,"  he  says.  Alwaleed  n 
no  secret  of  his  desir-e  to  build  a 
Seasons  hotel  on  part  of  the  und 
oped  acreage.  Even  without  the 
"we  are  looking  at  r-ates  of  return  i 
cess  of  20%  right  fr"om  the  start 
says.  And  Paul  Reichmami  is  lookii 
a  comeback  as  one  of  the  world's 
estate  magnates. 

By  Paula  Dwyer  in  London, 
John  Rossant  in  Rome 


JUST  THE  FIRST 

OF  32  NEW 

AIRCRAFT  NOW 

we  were  not  only  one  of  the  first 
to  order,  but  one  we  actually 
fielped  build.  It's  just  one  more 
pleasant  surprise  you'll  find 
with  Korean  Air,  and  one  more 
reason  you  should  fly  with  us. 


ON  ORDER 

This  new  Boeing  747-400  is  the  latest  addition  to  our  fleet  of  1 00  modern 
aircraft.  Soon,  we  will  tal<e  delivery  of  our  first  Boeing  777,  an  airplane 


KOREANAIR  BEYOND  YOUR  IMAGINATION 


You've  been  watching  the  "Sneaker 
Network"  for  too  long.  People  run- 
ning from  machine  to  machine,  limiting 
productivity  and  efficiency  in  the  office. 

What  you  need  is  a  more  productive 
system.  One  where  printing,  faxing,  copy- 
:  ing  and  fiHng/scannmg  are  all  managed 
through  a  single  multi-function  digital 
system.  That's  the  kind  of  Total  Document 
Management  system  you  get  with  the 
Canon  GP  Series. 

Now,  an  entire  work  group  can  han- 
dle all  the  tasks  network  document  pro- 
i  cessing  requires,  from  start  to  finish,  more 


productively  than  you  ever  thought 
possible.  And  because  the  GP  Series  can 
co-exist  with  desktop  and  centralized 
computers,  you  don't  have  to  alter  your 
computing  environment  just  to  make  your 
work  environment  more  productive.  Best 
of  all,  the  GP  Series'  modular  design  lets 
you  configure  and  expand  your  Total 
Document  Management  system  to  meet 
your  needs  now  and  well  into  the  future. 

The  GP  Series  is  just  one  of  Canon's 
digital  office  system  solutions  that  will 
raise  you  to  new  levels  of  productivity 
today  and  tomorrow. 


When  the  rest  sa\'  you  can't.  Canon] 
says  you  can.  For  more  information,  call' 
1-800-OK-CANON. 


Py^J   ( 'u^omer  is  responsible  for  determining  the  compatibility  with  their  systems.  Optional  equipment  required.  Novel!*  and  NetWare*  are  registered 
fa»d^    trademarks  of  Novell,  Int.  TRII  qualified  Token  Ring  Products  are  certified  for  physical  interoperability  in  mulrivendor  environments. 
Appw^    ©1995  Canon  U.S.A.,  inc. 
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OBERT  RUBIN  S  UPHILL  FIGHT 
OR  NO  MORE  MEXIGOS 


Ihe  months  it  took  to  cobble  a  global  bailout  together  af- 
ter the  Mexican  peso  crashed  last  winter  left  no  one 
satisfied.  That  has  prompted  Tr-easury  Secretary  Rob- 
E.  Rubin  to  ask  if  there's  a  better  way  of  dealing  with 
dco-style  crises.  His  answer:  a  $52  billion  supeifund  de- 
led  to  meet  financial  panics  before  they  spread  around  the 
•Id.  Says  Rubin:  "Our  response  mechanism  must  be  as 
e  as  the  markets." 

t's  an  ambitious  idea — maybe  too  ambitious.  Rubin's  plan 
1  bacldng  from  major  industrial  economies 
ing  October's  annual  meetings  of  the  Inter- 
onal  Monetary  I*  und  and  World  Bank.  But 
16  finance  ministers,  and  many  bankers  and 
ley  managers,  think  the  IMF  and  emerg- 

countries  should  focus  more  on  preven- 

than  relief. 

tcross  the  developing  world,  these  critics 
le,  countries  need  to  shore  up  domestic 
Rgs,  speed  privatizations,  and  repair  weak 
ncial  systems  to  immunize  themselves 
inst  the  ebb  and  flow  of  global  hot  money. 
I  they  must  radically  improve  the  quantity 
quality  of  infoiTnation  available  to  inves- 
.  Only  by  taking  these  steps,  critics  main- 
,  will  investors  and  policymakers  be  able  to 
,  signs  of  trouble  before  they  mushroom — 
take  actions  to  forestall  another  collapse, 
s  Bank  of  Tokyo  Chairman  Toyoo  Gyoh- 
"It's  vital  that  we  have  a  market-based  approach  to 
ding  and  managing  crises." 

I  FRIENDS.  A  key  pait  of  avoidance  will  be  gi'eater  surveil- 
e  of  the  developing  world.  Angered  by  Mexico's  unwilling- 
I  to  release  data  on  its  sinking  foreign  exchange  reseiTes  in 
runup  to  1994's  devaluation,  the  IMF  is  insisting  that  aid  re- 
:nts  provide  more  infoiTnation  than  evei;  including  data  on 
5s,  trade,  cun-ency  holdings,  and  global  debt, 
ther  Washington  agencies  ai'e  also  working  to  improve  the 


developing  world's  information  flow.  The  World  Bank's  Inter- 
national Finance  Corp.,  for  example,  will  soon  start  releasing 
daily  updates  on  trading  on  27  emerging  bourses.  It  has  also 
teamed  up  with  ibca  Ltd.,  a  London  credit-rating  agency,  to 
set  up  local  rating  organizations  across  the  Arab  world.  And 
the  World  Bank  is  providing  policymakers  with  software 
packages  that  lay  out  the  impact  of  devaluations,  tax  rates, 
and  privatization  schemes  on  their  economies. 

Even  with  such  efforts,  some  emergency  aid  probably  is  still 
in  order.  But  can  Rubin  raise  $52  billion?  His 
superfiind  would  double  the  $26  billion  in  cred- 
it lines  the  U.  S.  and  its  industrial  alhes  ah'eady 
have  for  emergency  financial  assistance  thi'ough 
the  IMF.  The  'R-easiuy  chief  is  coimting  on  Wash- 
ington's wealthiest  allies,  especially  such  Pacific 
Rim  nations  as  Malaysia,  South  Korea,  and  Aus- 
traha,  to  provide  much  of  the  additional  cash. 
But  many  are  cool  to  the  idea.  Some  bankers 
feel  Asians  will  agi'ee  to  ante  up  funds  only 
when  their  own  markets  get  hit  by  a  crisis  far 
away.  And  across  the  region,  finance  ministers 
are  demanding  a  say  in  how  then-  contributions 
are  spent — something  industrial  countries  are 
not  yet  ready  to  grant. 

Many  industrial  countries  also  may  be  reluc- 
tant to  back  their  approval  with  money.  Germa- 
ny, facing  budget  constraints,  is  waiy  of  the 
supeifimd  plan,  and  U.  S.  Republicans,  who  were 
critical  of  the  Mexican  rescue,  will  siu'ely  scnjtinize  new  efforts. 
"Congi-ess  and  parliaments  everywhere  are  getting  stingy," 
says  Hung  Q.  Ti-an,  head  of  equities  for  Deutsche  Morgan 
Grenfell  in  Singapore.  "The  cnix  of  the  matter  is  money." 

If  Rubin  and  his  allies  stress  reforni  and  prevention  enough, 
perhaps  his  superfiind  won't  be  needed.  But  given  the  hurdles 
it  faces,  the  fund  may  not  be  ready  for  prime  time  anyway. 

By  William  Glasgall,  with  Dean  Foust  and  Bill  Javetski, 
i)i  Washington 


Too  little  backing 


GLOBAL  WRAPUP 


MAKING  DAIMLER 

3aimler  Benz  Chief  Executive  Of- 
5r  Jiirgen  E.  Schrempp  is  moving 
ickly  to  knock  the  loss-making  in- 
5trial  group  into  shape.  On  Oct.  10, 
hrempp  inked  a  deal  to  sell  subsid- 
y  aeg's  low-voltage  transmission 
'ision  to  General  Electric  Co.  The 
ne  day,  European  Union  antitrust 
^ulators  said  they  expect  to  allow 
imler  Benz  to  merge  aeg's  train- 
king  activities  into  a  joint  venture 
;h  ABB  Asea  Brown  Boveri  (Hold- 
0  Ltd. 


The  price  General  Electric  paid 
for  the  AEG  unit,  which  had  1994 
sales  of  $225  million,  was  not  dis- 
closed, but  brokers  in  Frankfurt 
guessed  it  was  $70  million  or  less. 
AEG,  which  expects  to  lose  more 
than  $420  million  this  year,  has  al- 
ready divested  its  white  goods, 
lighting,  and  electric  metering  busi- 
nesses. Schrempp  is  now  likely  to 
merge  aeg's  diesel  engine  and  micro- 
electronics divisions  into  the  Daimler 
empire.  Then  he  can  attack  his  com- 
pany's biggest  problem:  troubled 
Daimler  Benz  Aerospace  (dasa). 


MEXICAN  PENSION  REFORM 

►  Mexico  is  facing  mounting  pressure 
from  the  International  Monetary 
Fund,  World  Bank,  and  international 
investors  to  create  privately  managed 
pension  funds  to  pump  more  savings 
into  the  economy.  Finance  Secretary 
Guillermo  Ortiz  is  already  working  on 
proposals  to  reform  Mexico's  social  se- 
curity system.  Foreign  banks  with  ex- 
tensive operations  in  Mexico,  including 
Citibank,  are  studying  the  possibihty 
of  offering  privately  managed  pension 
funds  if  Ortiz'  scheme  moves  forward. 


Marketing 


I 


ALTERNATIVE  REMEDIES 


CURE?  WELL . . . 
PROFIT?  SURE 

Herbal  sales  will  top  $2  billion  in  '95 


Cold  coming  on?  Forget  the  Con- 
tac.  Zip  light  on  by  the  Tylenol 
Cold.  A  new  breed  of  marketer 
sharing  shelf  space  with  those  na- 
tional brands  is  hoping  you'll  pick  up 
some  echinacea.  Or  maybe  a  packet  of 
little  brown  pills  packed  with  gTound-up 
willow  bark,  ginger  root,  and  herba 
ephedia.  Or  even  the  homeopathic  onion 
extract  that,  oddly  enough,  is  supposed 
to  help  keep  tears  away. 

Once  strictly  countercultiu'e,  such  ex- 
otic— and  sometimes  questionable — 
remedies  are  going  mainstream.  Di'ug- 
store  chains  ranging  from  Eckerd  Coip. 
to  Osco  offer  herbal  potions  and  pills 
as  well  as  other  alternative  medicines. 
"It's  incremental  sales  and  it's  profit- 
able," says  Dale  Rogers,  senior  mer- 
chandise manager  at  Drug  Emporium 
Inc.,  a  212-store  chain.  Makers  of  gin- 
seng advertise  the  herbal  ciu'e-all  eveiy- 
where  from  Tv's  Wheel  of  Fortune  to 
drive-time  radio  shows — even  though  it 
has  never  been  proven  to  cm-e  anything. 
The  Internet  brims  with  ■■■■■■■■■m 
catalogs  of  such  alleged 
herbal  cancer-fighters  as 
schizandra  beriies  and 
cat's  claw. 

ACTIVE  ROLE.  For  retail- 
ers and  manufacturers, 
this  is  getting  to  be  one 
healthy  business.  Her- 
bal-remedy sales  alone 
are  gi'owing  at  double- 
digit  rates  and  should 
top  $2  billion  at  retail 
this  year,  says  the 
American  Botanical 
Council.  Homeopathic 
dioig  sales  are  likely  to 
top  $200  million.  'Big 
players  such  as  Natiu'e's 
Bounty  Inc.  in  Bohemia, 
N.  Y.,  can  barely  keep 
up  with  demand.  The 
company's  sales  have 
more  than  doubled  since 
1990,  to  $156.1  million 
last  year,  while  net  in- 
come has  grown  tenfold. 
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to  $7.8  million.  "People 
are  taking  a  far  more 
active  role  in  their 
health  and  well-be- 
ing," says  James  P. 
Flaherty,  the  compa- 
ny's marketing  vice- 
president.  "We're  go- 
ing to  be  as 
aggi'essive  as  we  can 
be." 

But  are  these 
New  Age  nosti'ums 
good  for  what  ails 
you?  Plenty  of  ex- 
perts are  skeptical. 
"An  awful  lot  of  it  is 
snake  oil,  pure  quack 
ery,"  contends  Dn  John  H. 
Renner,  a  family  physician  in  In- 
dependence, Mo.,  and  an  official  with 
the  National  Council  Against  Health 
Fraud,  a  consumer-advocacy  group.  In- 
deed, some  alternative  remedies  have 
proved  harmful,  even  fatal. 


Take  Two  Dong  Quais 
and  Call  Me  in  the  Morning 


HERB 


COMFREY 


DONG  QUAI 


MA  HUANG 


FEVERFEW 


GINSENG 


YUCCA 


USE 

Wound  healer, 
antiulcerant, 
blood  purifier 

Various  gynecological 
complaints 

Nasal  congestion 


Migraine,  arthritis 

Aphrodisiac,  anemia 
fighter 

Arthritis 


COMMENTS 

Widely  sold.  May  cause  liver  damage 
when  taken  internally;  linked  to  at 
least  one  fatality.  Banned  in  Canada 

Popular  Chinese  plant.  Hasn't  been 
shown  to  be  effective. 

Effective,  but  can  raise  blood 
pressure  and  speed  up  the  heart. 

Lacks  long-term  toxicity  tests  to 
determine  safety. 

No  proven  efficacy  for  humans. 


Probably  harmless,  but  hasn't  been 
proven  effective. 


DATA:  THE  HONEST  HERBAL,  VARRO  E.  TYLER,  PURDUE  UNIVERSITY 


Just  because  a  substanc  i 
natural  doesn't  mean  it's  i-l 
After  logging  more  than  0 
complaints  of  side  effects  r;ig- 
ing  fi'om  dizziness  to  heait  att£,iC£, 
and  even  a  few  deaths,  |ip 
Food  &  Dmg  Administrav 
in  February  issued  a  wari  i 
against  Nature's  Nutriton 
Formula  One,  a  line  ofgi- 
ergy  boosters.  The  pi4)- 
lem  stemmed  from  th(i^ 
teraction   between  ! 
huang  (known  chemici 
as  the  amphetamine- i 
ephediine),  a  staple  of  mam. 

ternative  remedies,  and  a 
'    iiine-containing  kola  nts. 
The  manufacturer,  Tei^ 
liased  Alliance  U.S.A., 
-ince  dropped  the  kola  i  '. 

And  just  because  a  reie- 
■ly  is  on  a  major  retair' 
-helf  doesn't  mean  a  W' 
!nt,  either  Ti'aditiona!  di: 
marketed  for  specific  ht 
l»-oblems  are  subject  tciii- 
tense  scrutiny  by  the  M. 
Not  so  dietary  sufle- 
ments;  rules  jiv- 
erning  them  vtc 
liberalized  last  ysi 
As  long  as  makei 
such  supplements  d:i 
promise  a  cure  for  a  specific  ailmnt. 
they  don't  have  to  prove  much  of  ;iy- 
thing.  For  the  most  part,  the  fda'siu- 
thority  extends  only  to  claims  madron 
the  label,  wliile  the  Federal  Trade  Cm- 
m^^^^^^m  mission  is  responsile 
for  claims  made  in  s  p' 
brochures  or  ads. 

Some  manufactu ! 
are  proving  adeptat 
suggesting  much  vs;h- 
out  promising  anythg 
They  can't  say  fevem 
alleviates  headaches,iur 
can  say  it  helps  " 
malize  blood 
tone."  They  can't 
echinacea  cures  cu 
but  claiming  it  promtt 
well-being  during  ih' 
cold    season    is  ^e. 
"We're  learning  to 
the    thesaurus,"  i,v 
Derek  H.  Hall,  chief- 
ecutive  of  $100  millii-: 
year  Nature's  Wa;  ^ 
Springville,  Utah.  \ 
can't   use   the  w«l 
'cure'  or  'prevent.' V' 
can  use  'maintains.' 

The  difference  inhe 
claims  made  can  be  'b 
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WHEN  A 
COLLEAGUE 
OFFERS  YOU 
A  CARD, 
TAKE  IT. 


TV  he  Princeton 
Review  is  the  nation's 
fastest-growing  GMAT  co 
And  for  good  reason. 

Our  classes  are  small  (8  to  15  students)  and 
grouped  by  ability-they're  not  lectures.  If  you  j 
don't  understand  a  concept,  your  teacher  will  wo' 
with  you  until  you  do.  And  four  practice  GMATs 
given  under  actual  test-taking  conditions  will  gel 
you  ready  for  the  real  thing. 


Have  a  computer?  The  practice 
exams  in  our  GMAT  Compu  te  r 
Diagnost  ic  will  pinpoint  your  test- 
taking  strengths  and  weaknesses. 


(^r  pick  up  Cracking  the  GMAT  the  only  book  wit] 
online  and  telephone  support  from  highly  traine 
Princeton  Review  instructors. 


What  oo  you  want?  (check  all  that  apply) 

J  Please  send  me  information  about  The  Princeton  Review  GMA T  course. 

J  Please  send  me  information  about  paying  for  Business  School 
(including  a  student  loan  application/information). 


Name 


To  order  any  Princeton 
Review  book  or  software 
title,  please  call 
(800)  783-3000. 


Address 


<'it,y . 


Slair 


.Zip . 


Phone 


Sclioo 


Ivmail 
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—but  the  difference  in  wliat's  behind 
i^e  claims  is  enonnous.  Merck,  San- 
,  and  Bristol-Myers  Squibb,  for  ex- 
|ile,  have  spent  hundi-eds  of  millions  of 
ai-s  developing  and  testing  cholesterol- 
1  icing  drugs  for  patients  battling  heait 
ise.  But  some  herb  companies  make 
iar  claims  for  garlic  with  much  thin- 
research.  PharTnavite  Corp.  says  its 
ire  Made  brand  garlic  helps  reduce 
sterol,  though  it  warns  that  the 
act  isn't  intended  to  diagnose,  treat, 
,  or  prevent  any  disease. 
A'en  such  vague  claims  rile  some 
ics.  Bruce  A.  Silverglade,  legal  af- 
s  director  for  the  Washington-based 
iter  for  Science  in  the  Pubhc  Inter- 
says  the  new  claims  ai-e  "dangerous- 
■lose  to  disease-prevention  promis- 
He  says  herb  companies  ought  to 
subject  to  the  same  rigorous  science 
he  makers  of  lyienol  or  Advil. 
VONDER?  Regulators  ft'om  state  at- 
leys  general  to  the  ftc  are  stepping 
then-  scrutiny  of  altemative-medicine 
•keters.  Last  year,  mall  retailer  Gen- 
1  Nutrition  Inc.  agreed  to  pay  a 
)i-d  $2.4  million  to  settle  charges  it 
violated  prior  disciplinary  orders. 
Pittsburgh  company,  which  didn't 
lit  fault,  was  accused  of  failing  to 
^tantiate  disease-treatment,  weight- 
and  muscle-building  claims  on  more 
1  40  products.  In  August,  the  Minne- 
.'Vttorney  General  sued  marketer 
jlyn  McClendon  for  deceptive  trade 
■tices  after  she  hawked  a  treatment 
everything  ft'om  aids  to  cancer  to 
ma  on  CompuServe.  The  wonder 
:  germanium,  a  mineral  hnked  to  at 
;  six  deaths  and  permanent  kidney 
age.  McClendon  withdrew  the  elec- 
ic  pitch  without  admitting  guilt, 
f  course,  some  herbs  are  effective. 
.  rin,  after  all,  was  originally  denved 
1  1  willow  bark.  And  a  potent  cancer 
i  er,  Taxol,  was  initially  made  ft'om 
f  bark  of  yew  trees.  Chemists  say 
;  ■  pui-e  synthetic  versions  work  bet- 
But  no  matter  what  the  scientists 
plenty  of  consumers  will  snap  up 
ilteiTiative  medicines.  "If  at  all  pos- 
^  ,  I  don't  put  anything  into  this  body 
*  is  not  natural,"  says  Miami  manage- 
consultant  Dragana  Carolyn  Kvaj- 
'  ,  try  to  stay  away  ft'om  antibiotics. 
I  ■  to  stay  away  from  Tylenol." 

I  be  sure,  conventional  remedies 
'1  always  work  so  well,  either.  Any- 
J  made  drowsy  by  a  decongestant 
C'  ittest  to  chemistry's  shortcomings. 
S  would-be  buyers  of  the  alterna- 
ti  might  want  to  recall  the  old  saw 
a'  t  cold  ti'eatments:  Take  the  pill  and 
y<-  cold  will  go  away  in  seven  days. 
D!  t,  and  the  cold  will  hang  around 
^  week. 

By  Joseph  Weber  in  Philadelphia, 
'  Sandra  Dallas  in  Springville,  Utah 


Turn  your  excess  inventory  into  a 
tax  break  and  help  send  needy 
kids  to  college. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can 
mean  a  generous  tax  write  off  for  your  company. 


Call  (708)  690-0010 

Post  Office  Box  3021 
Glen  EUyn,  IL  60138 
Fax  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 
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Introducing  new  M  1  ici6 

for  Windows  95 


Software  that  reveals  itself,  removes  the  barriers  between  you  and  capabilities  old  and  new 
Software  that  doesn't  get  in  your  way  when  you're  trying  to  work.  \ 

Features  that  can  streamline  the  way  you  work  now  reveal  themselves  as  you  work. 
Everyday  tasks  as  basic  as  entering  text  are  easier.  Spell-checking  and  formatting 
happen  automatically,  on  the  fly.  Applications  that  you  once  used  in  a  limited  fashion 
now  offer  you  new  and  easier  ways  to  use  them,  to  do  more  with  them.  One  of  those 
ways  is  the  Answer  Wizard.  When  you  have  a  question  you  simply  type  it  in.  "How  do 
I  get  this  page  to  print  sideways?"  It  will  show  you  how.  Other  wizards  are  built  into 
individual  programs  to  walk  you  through  complex  tasks.  To  create  a  customer  database  from  scratch,  you  simply 
ask  the  Database  Wizard  to  show  you  how.  This  is  called  IntelliSense™  technology,  and  it  senses  what  you  are 
doing,  and  helps  you  do  it  with  fewer  steps.  It  lets  you  focus  on  your  work,  not  on  making  your  software  work. 


Now  applications  work  together,  work  alike, 
work  the  way  you  always  hoped  they  would. 

New  Microsoft®  Excel,  Word,  PowerPointf  Microsoft  Access, 
and  Schedule+.  Use  them  to  work  more  effectively,  to  access 
and  share  information  throughout  your  company,  to  conduct 
more  in-depth  analysis.  Pull  information  from  one  application 

into  another  seamlessly.  Manage  your  key  contacts  in  Schedule-n  and  drop  addresses 
into  Word  when  you  write  them  letters.  Use  PowerPoint's  Meeting  Minder  to  take  notes 
of  your  meeting,  and  then  export  them  to  Word  to  summarize.  Use  the  new  Office 
Binder  to  create  a  single  document  that  uses  components  from  all  five  programs. 
Combine  a  cover  letter,  financial  projections,  and  professional-looking  charts  and 
graphs  seamlessly  into  one  document.  Save  and  print  it  as  one.  Open  it  and  have  all  the 
applications  it  uses  launch  at  once.  You  spend  less  time  going  back  and  forth  between 
programs.  Less  time  working  around  obstacles.  More  time  focusing  on  the  task  at  hand. 


Microsoft 


WHERE    DO  YOU   WANT  TO   CO  TODAY? 


!    '"T^J      --^  '^^  autodomo  and  more,  go  to  tittp://www.microsoft.com/msoffice.  Or  call  800-426-9400. 

;  .mTcoTT^  ©  1995  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  PowerPoint,  Windows,  and  the  Windows  logo  are  registered  trademarks  and  IntelliSense.  the  Windows  Start  logo  and  Where  Oo 
■  wntew  Want  To  Go  Today?  jih  trademarks  of  Microsoft  Corporation.  'This  add-on  is  available  at  no  charge  (does  not  include  shipping  and  handling). 


Together,  the  programs  break  down  the  barriers  between  you  and  other  people. 
You  find  new  ways  to  communicate,  to  share  information,  to  collaborate. 

Now  you  can  use  Microsoft  Word  as  your  e-mail  editor  witin  the  Microsoft  Exchange  Inbox  in  Vi/indows  95. 
;reate  your  messages  in  Word,  and  use  all  of  its  functionality,  its  formatting  options,  to  communicate  more 
ilearly,  more  convincingly.  With  Word's  Internet  Assistant,*  you  can  browse  the  World 
Wide  Web  and  publish  your  own  documents  there.  If  you  subscribe  to  The  Microsoft 
Network,  you  can  access  it  directly  from  Office.  FindFast  lets  you  search  company 
servers  and  individual  desktops  for  information  you  need  by  typing  a  phrase  or  key 
vord.  Even  finding  the  information  you  need  to  schedule  a  meeting  is  made  simpler 
with  the  Meeting  Wizard  in  Schedule-i-.  It  can  find  a  time  when  your  list  of  people  can 
meet,  locate  a  conference  room,  and  notify  everyone  of  the  time  and  place. 


Microsoft 


Office 

 ::l:_.^.-J 


Now  you  can  take  full  advantage  of  Windows  95. 

New  Microsoft  Office  was  designed  to  work  hand-in-hand  with  the  Windows®  95 
operating  system  and  its  simplified  user  interface.  To  make  the  most  of  32-bit 
performance,  long  filenames,  shortcuts,  multitasking,  and  the  Windows  Explorer. 
Together,  they  make  computing  fundamentally  easier  and  faster.  They  make  it 
possible  for  you  to  spend  less  time  computing,  more  time  working  effectively. 


Special  Report 


VIRTUAL  B-SCHOOLS 

Beaming  classes  to  companies  from  Daewoo  to  Disney 


After  a  long,  frenetic  day  at  work, 
weary  managers  file  into  yet  an- 
other corporate  conference  room. 
They  sit  and  stare  at  the  video- 
screen  image  of  a  business  school  pro- 
fessor who  is  hundreds  or  thousands  of 
miles  away.  The  teacher  can't  see  the 
students.  If  they  want  to  ask  a  cjuestion, 
they  must  fii'st  push  a  button  on  a  small 
numeric  keypad  in  front  of  them. 

The  executive  classroom  of  the  fu- 
ture? Maybe.  Harvard  business  school 
has  beamed  some  of  its  professorial 
stars,  such  as  strategy  guru  Michael 
Porter,  into  alumni  clubs  around  the 
world.  The  University  of  Michigan  offers 
customized  mba  degrees  \ia  videoconfer- 
encing to  managers  at  Daewoo  Corp. 
in  Korea  and  Cathay  Pacific  Airways 
Ltd.  in  Hong  Kong.  Sloan  School  Dean 
Glen  L.  Urban  is  making  "long-distance 
learning"  a  key  priority,  while  Dean 
Paul  Danos  at  Dartmouth  College's 
Amos  Tuck  School  plans  to  use  satellite- 
video  classrooms  to  more  effectively 
bring  the  outside  business  world  onto 
his  isolated  Hanover  (N.  H.)  campus. 
CUSTOM  COURSES.  Suddenly,  almost 
everybody  in  the  woi'kl  of  executive  ed- 
ucation is  talking  about  long-distance 
learning.  Business  schools  see  it  as  a 
way  to  better  spread  theii-  j-esources 
and  for  their  faculty  to  have  more  im- 
pact. "The  new  techniques  and  technol- 
ogies of  distance  learning  hold  the  po- 
tential to  revolutionize  executive 
education,"  says  Alan  F.  White,  senior 
associate  dean  at  the  Massachusetts  In- 
stitute of  Technology's  Sloan  School  of 
Management. 

Long-distance  learning  is  one  more 
facet  of  a  ti"end  that  has  been  reshaping 
the  world  of  executive  education  for 
yeai's:  the  relentless  chive  to  make  mid- 
career  instruction  more  practical,  mean- 
ingful, and  efficient.  Companies  continue 
to  demand  that  executive  education 
achieve  specific,  real-world  goals  and 
immediate  payoffs.  More  B-schools  and 
companies  are  collaborating  to  create 
custom  courses,  with  content  designed 


specifically  for  the  employees  of  a  single 
company.  Increasingly,  business  schools 
are  ditcliing  long  multiweek  progi'ams  in 
favor  of  shorter  courses  to  fit  the  time 
constraints  of  hanied  managers.  After  a 
38-year  run,  mit's  Sloan  School  last  year 
canceled  its  eight-week  Program  for 
Senior  Executives  because  it  could  not 
get  enough  participants  to  enroll  in  it. 
But  it's  the  satellite  classroom  that  is 


drawing  the  most  attention.  So  far, 
most  ambitious  effort  at  high-tech  ej 
utive  education  is  being  mustered 
Westcott  Commimications  Inc.  and  ei 
business  schools  ranging  from  Bab 
College  to  the  University  of  Penn 
vania's  Wharton  School.  The  ventiliiioni 
Executive  Education  Network,  aire  ieynei 
boasts  nearly  100  corporate  classro(  more 
at  such  companies  as  Eastman  Kocl  aic 
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lilt  Disney,  Texas  Instruments,  and 
arage  Technology.  "I  think  this  can 
very  big,"  says  Jack  T.  Smith,  presi- 
nt  of  Westcott,  an  education  and 
lining  company  based  in  Carrollton, 
s.  "Building  this  to  500  corporate  sites 
!iot  out  of  reach." 

Why  would  anyone  seriously  inter- 
I  ed  in  business  education  want  to  gaze 
10  a  TV  tube?  Corporate  America's 
irs-long  stai-vation  diet  has  led  to  the 
idding  of  tens  of  thousands  of  manag- 
.  Few  companies  can  now  afford  to 
i  the  survivors  to  weeks  or  months 
Dff-site  executive  education  courses, 
one  chief  executive  puts  it:  "If  we 
do  without  someone  for  a  week,  we 
probably  do  without  them  for  good." 
HT  SCHOOL.  Yet  with  vast  changes 
ring  the  landscape  of  business,  many 
lagers  find  themselves  lacking  the 
Is  and  knowledge  to  tackle  new  and 
r  more  demanding  responsibilities 
;he  job.  They  may  not  have  time  for 
cation  anymore,  the  thinking  goes, 
they  need  it  more  than  ever. 
0  more  companies  and  business 
)ols  are  exploring  the  possibihty  of 


Education  Via  Satellite 

The  business  schools  now  offering 
executive  education  programs  via  satellite 
to  corporate  classrooms: 


INSTITUTION/PROGRAM 
ASPEN  INSTITUTE 


Seminar  on  "Experience  Teaches" 

Oct.  23 

BABSON  COLLEGE 

Strategic  Planning 

Dec.  13 

CARNEGIE  MELLON 

Manufacturing  Excellence 

Feb.  5 

Management  of  Technology 

March  7 

MASSACHUSETTS  (AMHERST) 

Selling  Your  Ideas 

Oct.  17 

Managing  for  Corporate  Creativity 

Jan.  22 

Ethical  Reasoning 

March  13 

NORTH  CAROLINA 

Leadership  Into  the  21st  Century 

Nov  20 

PENN  STATE 

Human  Resource  Management 

Jan.  4 

SOUTHERN  CALIFORNIA 

Leading  Through  Change 

Nov.  16 

SOUTHERN  METHODIST 

Mid-Management  Program 

Oct.  10 

WHARTON 

Creating  Customer  Value 

Nov  2 

Finance  and  Accounting 

Nov  13 

DATA:  WESTCOTT  COMMUNICATIONS  INC 


Few  companies  can  afford  to 
lose  the  survivors  of  downsizing 
to  weeks  or  months  of  off-site 
executive  education  courses 


offering  managers  Uve,  interactive  class- 
es delivered  via  satellite  to  corporate 
sites — often  after  work  hours.  The  Uni- 
versity of  Michigan's  business  school  is 
working  with  a  consortium  of  compa- 
nies headed  by  British  Telecom  to  deliv- 
er hve  video  courses  next  spring  in  the 
U.  S.,  Europe,  and  Asia.  At  Westcott, 
dozens  of  B-school  professors,  working 
with  an  Emmy-winning  producer,  are 
putting  on  makeup  and  pohshing  their 
classroom  lectures  for  TV  delivery. 

Such  ventures  also  give  business 
schools  the  opportunity  to  experiment 
with  technology — and  broaden  their  rev- 
enue streams.  "Is  this  a  moneymaking 
venture?"  asks  Robert  E.  Mittelstaedt 
Jr.,  vice-dean  of  executive  education  at 
Wharton.  "Absolutely.  But 
it's  also  an  experiment  in 
how  education  will  be  de- 
livered in  the  future." 
Wharton  is  offering  a  ba- 
sic finance  coiu"se  for  non- 
financial  managers.  Carne- 
gie Mellon  University  is 
serving  up  a  program  on 
the  management  of  tech- 
nology and  information. 
Pennsylvania  State  Uni- 
versity has  a  progi-am  on 
human  resources. 

For  companies,  school- 
ing by  satellite  is  clearly 
efficient.  Electronic  Data 
Systems  Corp.,  which  al- 
ready has  registered  "sev- 
eral hundred"  of  its  man- 
agers for  these  satellite 
programs,  views  them  as 
a  way  to  offer  executive 
education  to  far  greater 
numbers  of  its  employees. 
"Cost  is  an  important  ad- 
vantage to  this,"  says 
Robert  H.  Keahey,  direc- 
tor of  professional  devel- 
opment at  EDS.  "More  im- 
portant than  that  is  the 
variety  of  imiversities  and 
topics  we  will  be  able  to 
offer  a  very  large  audi- 
ence. It  would  be  impos- 
sible to  send  as  many 
people  at  eds  to  univer- 
sities for  these  courses." 

The  first  of  Westcott's 
13  managerial  courses 
went  live  on  Oct.  10. 


START  DATE 


More  than  300  man- 
agers, at  $800  a  pop, 
sat  in  their  compa- 
nies' conference 
rooms  to  see  a 
Southern  Methodist 
University  B-school 
professor  begin  a  10- 
session  mini-MBA  pro- 
gram for  middle 
managers.  For  the  next  20  weeks,  they 
will  assemble  at  5  p.m.  every  other 
Tuesday  for  thi-ee  hom's  of  business  ba- 
sics, from  understanding  financial  state- 
ments to  building  and  sustaining  com- 
petitive advantage. 

The  classes  are  being  broadcast  from 
a  studio  in  Carrollton  to  office  build- 
ings in  far-flung  locales.  In  each  corpo- 
rate classroom,  managers  watch  the  pro- 
fessor on  a  video  screen  and  speak  to 
him  via  a  microphone  in  a  keypad  on 
their  desks.  The  pad  also  can  be  used  to 
alert  the  teacher  to  Cjuestions  and  to 
punch  in  answers  to  queries  posed  by 
the  professor.  Teachers,  though,  aren't 
able  to  see  their  students — or  their 
dazed  looks  when  they  aren't  following 
the  lectures.  Instead,  a  "flag"  button  al- 
lows them  to  anonymously  infomi  the 
professor  that  his  ideas  may  be  over 
their  heads.  A  computer  screen  in  front 
of  the  teacher  lets  him  know  what  per- 
centage of  the  students  aren't  getting  it. 
DRAWBACKS.  For  this  bit  of  high-tech 
education,  companies  pay  a  $2,000 
monthly  fee  and  tuition  ranging  from 
$165  to  $800  for  each  manager  they  en- 
roll in  progi'ams.  Westcott  supplies  all 
the  equipment  except  the  video  moni- 
tors and  sets  up  the  classroom.  West- 
cott's Smith  estimates  that  a  company 
needs  to  enroll  30  to  50  managers  in 
its  courses  each  year  to  make  the 
schooUng  cost-effective.  Universities  pro- 
viding the  professors  receive  a  royalty 
of  about  10%  of  the  tuition  or  a  nego- 
tiated flat  fee. 

The  technology  has  its  obvious  limita- 
tions. Wharton's  Mittelstaedt,  an  enthu- 
siastic supporter  of  classes  by  satellite, 
believes  they  probably  aren't  a  good 
idea  for  upper-tier  executives.  "At  sen- 
ior levels,  executives  leam  by  interac- 
tion," he  says.  "We  sell  perspective  to 
them,  not  skills."  George  J.  Siedel,  an 
associate  dean  at  the  University  of 
IVIichigan,  believes  that  the  new  technol- 
ogy may  be  best  for  what  he  calls 
"knowledge  dissemination"  but  not  what 
he  refers  to  as  "human  development," 
such  as  teaching  managers  how  to  lead 
and  build  effective  teams.  "I  don't  think 
you  can  get  these  skills  fi'om  a  talking 
head  on  a  television  screen,"  he  says. 

Some  corporate  directors  of  execu- 
tive education  agree.  "There's  a  place 
for  it,"  says  Dick  Sethe,  assistant  di- 
rector of  executive  education  at  at&t, 
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From  your  first  moment  in  a  Galant,  you'll  sense  the  start  of  an  enduring  relationship.  After 


all,  it  protects  you  with  standard  dual  air  bags,*  front  and  rear  crumple  zones  and  available 

FOR  1  996. 

anti-lock  brakes.  It  recognizes  your  need  for  space  by  giving  you  more  interior  room  than 

THE  START  OF 

the  Accord  or  Altima.^  And  it  provides  reassurance  with  the  exclusive  Mitsubishi  HomeLink' 

A  STIMULATING 

System,  which  lets  you  control  the  lights  in  your  home  from  the  safety  of  the  driver's  seat." 

RELATIONSHIP. 

But  perhaps  the  Galant's  strongest  trait  of  all  is  its  dependability.  A  trait  we  back  with  a 
powertrain  warranty  that  can  carry  you  into  the  next  century.  As  always,  in  any  relationship. 


financial  compatibility  is  a  must.  The  Galant  S  starts  at  $14,920,  while  the  ES  with  Premium 


Package  is  $21,454."  Call  1-800-55MITSU  for  the  Mitsubishi  Motors  Dealer  nearest  you,  and 


for  what's  bound  to  be  an  engaging  test  drive.  Mitsubishi.  The  New  Thinking  in  Automobiles.™ 


THE  GALANT 


_▼_  MITSUBISHI 
WW  MOTORS 
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"but  tioie  learning  is  a  socialization  pro- 
cess. You  leaiTi  with  and  from  people. 
The  deepest  learning  occurs  through 
failure,  reflection,  and  feedback." 


Special  Report 


Nor  are  the  best  classroom  profes- 
sors always  the  best  TV  teachers.  "You 
have  to  put  the  right  people  on  the 
screen  or  you  lose  the  audience  right 
away,"  says  Karen  Arden,  who  heads 


executive  education  at  the  University 
of  Southern  California.  "I  don't  think 
this  is  going  to  replace  classroom  learn- 
ing, but  it  is  going  to  supplement  it." 

Indeed,  most  of  the  courses  are  high- 
ly compressed 
versions  of  longer 
programs.  Whar- 
ton's Finance  & 
Accounting  for 
the  Non-Financial 
Manager  is  usual- 
ly a  four-and-one- 


The  20  Largest  Institutions 
For  Executive  Education 


half-day  progi'am  with  23  hours  of 
struction  costing  $4,550.  The  satel 
version  will  be  a  trio  of  three-hour  s 
ments  for  $600,  requiring  Wharton 
significantly  scale  back  course  conte 
Even  so,  the  satellite  classroom  ^ 
make  business  courses  from  profess 
at  the  top  schools  far  more  accessible 
managers,  no  matter  where  they 
It's  likely  to  dramatically  alter  the  fi 
of  executive  education — and  extend 
work  day  for  many  harried  manage] 
By  John  A.  Byrne  in  New  Y 


The  top  providers  of  executive  ed 
based  07i  a  Business  Week  survey  o, 
deans  and  program  directors 


SCHOOL                              ANNUAL  REVENUES 

MILLIONS 

FIVE-YEAR    CUSTOMIZED  PROGRAMS 
GROVnH    PROGRAMS*  OFFEREO 

SURVEY  DETAILS 

ASHRIDGE  MANAGEMENT 

Hertfordshire,  Britain 

$16.1 

o  o/ 
87o 

4/% 

1 10 

Deans  rank  Ashridge  in  top  10  for  custom  programs;  big  clients 
include  Unilever,  Guinness/United  Distillers,  and  Volkswagen. 

CENTER  FOR  CREATIVE  23.7 
LEADERSHIP  Greensboro,  N.C. 

5  / 

34 

28 

Hands-down  winner  among  nonbusiness  schools  for  most  innovative  an 
creative  programs;  Kraft.  Glaxo,  and  Motorola  are  major  users. 

COLUMBIA 

New  York 

7.0 

0 

25 

39 

Rated  highly  for  general  management,  marketing,  and  custom  courses; 
top  clients  include  AT&T,  American  Cyanamid,  Nynex. 

CRANFIELD 

Cranfield,  Britain 

12.9 

105 

41 

1 52 

Racks  up  more  revenues  than  more  prestigious  rival  London  Business 
School;  boasts  custom  programs  with  AT&T,  and  British  Telecom. 

DUKE  (Fuqua) 
Durham,  N.C. 

9.1 

44 

60 

76 

Ranked  No.  2  provider  of  custom  programs  and  gains  kudos  for  its  pro-) 
gram  on  telecom  strategy;  major  users  include  Eli  Lilly,  Ford  Motor. 

HARVARD 

Boston 

30.1* 

*  20 

5** 

28 

Deans  say  it's  No.  1  in  general  management  courses;  now  doing  custonij 
programs  for  Johnson  &  Johnson,  Becton  Dickinson,  Wyatt.  ! 

IMD 

Lausanne,  Switzerland 

23.5 

2 

44 

25 

Ranks  among  top  10  providers  of  custom  programs;  major  clients  includj 
Ciba-Geigy,  Nestle,  Tetra-Laval,  Union  Bank  of  Switzerland,  Heineken.  \ 

INSEAD 

Fontainebleau,  France 

37.0 

42 

39 

124 

Deans  rate  Insead  No.  8  in  general  management  programs,  praising 
international  business  and  strategy  courses. 

LONDON  BUSINESS  SCHOOL 

London 

9.9 

34 

50 

13 

Gains  plaudits  for  courses  in  finance;  boasts  custom  programs  with 
Heineken,  Apple  Computer,  Johnson  &  Johnson,  and  Wellcome.  :i 

MICHIGAN 

Ann  Arbor 

21.5 

53 

10 

63 

Deans  say  its  Global  Leadership  Program  is  most  innovative  among  all 
B-school  offerings;  ranked  No.  3  in  general  management;  No.  1  in  HR. 

MIT  (Sloan) 
Cambridge.  Mass. 

8.3 

20 

42 

Only  top  school  with  falling  revenues,  Sloan  is  reshaping  its  executive 
education  strategy;  major  users  include  AT&T  Boeing,  Price  Waterhouse 

NORTHWESTERN  (Kellogg) 
Evanston,  III. 

14.0 

75 

35 

42 

Deans  rank  it  No.  1  in  custom  and  marketing  programs;  No.  2  in  genera 
management;  top  clients  include  AT&T,  Hewlett-Packard. 

PENNSYLVANIA  (Wharton) 
Philadelphia 

25.0 

257 

55 

100 

Ranked  No.  1  in  finance,  No.  3  in  custom  courses,  and  No.  5  in  general 
management;  program  on  "Ambiguous  Authority"  rated  innovative. 

PENN  STATE  (Smeal) 
University  Park,  Pa. 

4.2 

17 

40 

38 

Has  aggressively  moved  into  custom  field,  gaining  top  10-ranking  in  th. 
area;  among  key  users  are  AT&T,  Petroleos  de  Venezuela,  Aramark. 

SOUTHERN  CALIFORNIA 

Los  Angeles 

4.4 

75 

39 

35 

Among  new  offerings  are  "Overcoming  Resistance  to  Change"  and 
"Customer-Focused  Marketing";  doing  custom  programs  for  Times  Mim 

STANFORD 

Stanford,  Calif. 

6.9 

103 

2 

10 

Deans  rank  Stanford  No.  6  in  general  management;  major  users  include 
Amoco,  British  Petroleum,  Hewlett-Packard,  AT&T  and  Pacific  Telesis. 

THUNDERBIRD 

Glendale,  Ariz. 

6.0 

900 

55 

28 

Boasts  tenfold  rise  in  revenues  since  1989,  largely  due  to  custom 
programs  for  IBM,  Upjohn,  Motorola,  Phelps  Dodge,  and  SGS  Thomson. 

UCLA  (Anderson) 
Los  Angeles 

8.0 

186 

29 

26 

Gams  praise  for  programs  in  health  care;  has  launched  new  programs  i 
leadership  and  corporate  renewal;  among  big  users  are  Hughes,  TRW. 

WISCONSIN 

Madison 

4.5 

72 

11 

130 

Rapidly  growing  exec  ed  business  counts  Harley-Davidson,  Consolidate( 
Papers,  and  CUNA  Mutual  Insurance  among  major  users. 

VIRGINIA  (Darden) 
Charlottesville 

10.5 

40 

29 

45 

Deans  rank  Darden  No.  4  in  general  management,  No.  5  in  custom 
programs;  wins  praise  for  change-management  programs. 

'Percent  of  revenues  from  programs  designed  specifically  for  client  companies 
**BW  estimates 

DATA:  BUSINESS  WEEK  SURVEY  Of  EXECUTIVE  EDUCATION  OE/ 
(RESEARCH  BY  ELIAS  LEVENSC 
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No  wonder  they're  smiling. 

You  see.  World  Business  Ch  iss^"  was  designed  to  give  business  travelers  more  rocjm 
to  work,  sleep,  or  just  to  stretch  out.  With  a  choice  of  movies  on  their  own  Personal 
Video  System,  plus  innovative  menus  designed  by  real,  live,  world  renowned  chefs. 

But  most  important,  it  was  designed  so  that  you  arrive  more  rested,  and  ready  to  do 
business,  in  more  destinations  than  any  other  aidine  in  the  world. 

Join  B.B.  King  and  Diane  Schuur  in  World  Business  Class.  Call  your  travel  agent  or 
Northwest  Airlines  at  l-800'447-474  7. 
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©1995  Northwest  Airlines  Inc. 
Northwest  recycles  enough  paper  to  t 
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Some  people  Just  know  how  to  fly' 
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DISCUSS 


MEGOTIATE 


SIGN 


FAX 


COPY 


PRINT 


naked 


introducing 

Westin's  Guest  Office  - 


in-room 


printer/fax/copier 


no  in-room  ; 
fax  surcharges ; 


free  local  calls  and 
long  distance  access 


ergonomic  desk  chair 


adjustable  desk  lamp 


speakerphone 
with  dataport 


morning  newspaper 


breakfast  allowance 
(room  delivery  optional) 


coffee  maker/ coffee 


for  more  information  call 
your  travel  consultant  or 

(I.8OO.228.3OOO) 


Hotels  Resorts^ 


HOW'M 
I  DOING? 


This  creative-management  program  uses  tough  love 


it's  not  that  C.  Richard  Tinex  was 
expecting  rave  reviews  from  his  boss 
and  colleagues.  But  the  executive 
with  pharmaceutical  company  Sano- 
fi  Winthfop  Inc.  certainly  didn't  think  he 
would  be  blasted  for  being  indecisive 
and  not  forceful  enough  in  his  job. 

As  he  read  through  the  results  of  a 
•■>60-degree  evaluation  in  a  classroom 
filled  with  strangers  in  Greensboro, 
:  N.  C,  he  felt  hiut  and  misimderstood.  "I 
thought  I  was  decisive  when  I  needed 
\  to  be,"  says  Ti"uex.  "It  was  a  real  shock 
^  to  me  to  find  out  I  wasn't." 


Welcome  to  Leadership  101,  a  boot 
camp  for  wannabe  leaders  at  the  Center 
for  Creative  Leadership.  Tinex  is  one  of 
22  managers — 3  women  and  19  men — 
who  recently  spent  six  days  analyzing 
themselves  and  how  they  interact  with 
their  colleagues.  The  goal:  to  transfonn 
themselves  into  creative  leaders,  not 
mere  functional  managers. 

Leadersliip,  of  course,  has  been  a  hot 
topic  in  management  circles  for  years, 
and  the  center  has  been  the  hottest 
place  to  learn  it.  The  center  believes 
that  leadership  can  be  nurtured  and 


■HP  taught  through  quirky  group  i- 
■  ercises  and  an  examination  ofp 
'  individual's  strengths  and  we^;- 
,  nesses.  "Leadership  is  somethj|g 
we  believe  resides  in  almft 
•■  .      everybody  as  a  potential,  and^- 
>.''.       better  understanding  yourself  ;(a 
r;  can  improve  youi- way  of  leadiij^' 
says  Robert  J.  Lee,  president!^' 
the  center.  ;! 
-  Though  heavy  on  psychobaw 

■■  ^;  and  light  on  management  the(^'. 
the  center's  Leadership  Devel^ 
ment  Progi'am  is  widely  conii- 
ered  to  be  one  of  the  most  im- 
vative  executive  educatm 
:  experiences  on  the  market.  Si^ 
"^^  1974,  more  than  38,000  managte 
:'  ■  :;  fi'om  all  ovei'  the  world  have  gie 
•1 through  the  often-humbling  exe- 
I'icnce,  their  companies  paying  $4,H. 
each  for  the  privilege.  Alumni  say  it 
program  boosts  self-confidence,  hf)s 
managers  put  more  balance  into  tlii- 
lives,  and  teaches  them  to  become  nri 
effective  at  woi'k  and  at  home. 
VETERAN  SELFHMPROVER.  For  Tiuex,  ic 
New  York  City-based  senior  directoioi 
national  accounts  for  Sanofi  Winth)p 
Pharmaceuticals,  the  progi-am  is  a  v\- 
come  break  from  the  day-to-day  3- 
mands  of  his  job.  Forty-nine,  he  it 
been  working  in  the  pharmaceutical  i- 
dustry  as  a  salesman,  marketing  3- 
searcher,  and  pricing  strategist  for.3 
years,  ever  since  gaining  his  mba  fiT 
the  University  of  lUinois  in  1982.  Tr 
is  a  hard-driving  achiever  and  a  s 
made  professional.  Son  of  a  West  Vir; 
ia  coal  miner,  he  worked  as  a  barbe:Ji 
his  eai'ly  20s  while  attending  niit 
classes  at  a  local  community  collce. 
Excited  by  chemistry,  Ti'uex  wit 
on  to  earn  a  PhD  in  biochemistryit 
West  Vii'ginia  LInivei'sity  before  gettig 
his  MBA. 

Throughout  his  corporate  career, 
never  lost  his  love  for  education.  Tr  : 
is  something  of  a  management-edn^ 


Diary  of  a  Leadership  Warrior 


Wliat's  it  like  to  go 
through  the  Center  for 
Creative  Leadership's 
$4,400  flagship  pro- 
gram? Some  22  manag- 
ers recently  experienced 
the  joys  and  pains  of  the 
six-day  adventure, 
dubbed  the  Leadership 
Development  Program. 


SUNDAY  Interview  person 
next  to  you  and  then 
introduce  him/her 
to  group.  Take 

IQ  and  psycho-  /°  ^ 

logical  tests,  )Crj 
and  par- 
ticipate 

in  group  "'^^yV 
exercises.  ^ 


MONDAY 

Receive  "Valen- 
tine from 
home" — 
feedback 
from  manag- 
ers, peers, 
and  direct  re- 
ports; toughest 
day  for  many. 

(continued  on  page  74) 
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FINANCIAL  SURVIVAL  TKAIKIN6. 


When  you  look  back  on  it,  you  used  to 
lead  a  sheltered  life.  Your  employer  took 
care  of  your  pension,  life  insurance  and 
medical  plan.  Saving  meant  putting 
money  in  a  bank.  Social  Security  took 
up  the  slack. 

Now  the  world  has  changed.  You're 
alone  in  the  woods,  and  you  think  there 
may  be  bears. 

That's  where  MetLife  comes  in. 


We'll  help  you  make  sense  of  it  all. 

We  have  over  125  years'  experience 
understanding  people's  financial  prob- 
lems, and  supplying  information,  sound 
advice  and  a  full  range  of  insurance  and 
financial  products.  So  you  can  cope  with 
the  ins  and  outs  of  planning  your  finances. 
For  starters,  call  1-800-MetLife  and  ask 
about  our  new  68-page  brochure.  Plan- 
ning and  Living  a  Better  Retirement. 


SETMET.ITPAVS: 

1-800-MetLife 


tion  veteran,  typically  attending  one 
program  a  yeai'.  This  is  his  first  time  at 
the  center,  which  is  no  coi-porate  coun- 
try club.  The  20-acre  campus  is  filled 


Special  Report 


with  trees  and  grass,  but  the  classrooms 
are  spai'se,  the  comdors  eerily  quiet. 
And  buffet  meals  are  served  in  a  cafete- 
ria that  could  very  well  be  in  a  high 
school. 

"LIKE  THE  WIZARD  OF  OZ."  Tiaiex'  fellow 
students  ai-e  fi'om  a  wide  range  of  back- 
grounds, from  a  Prudential  Insurance 
Co.  sales  director  to  a  U.S.  Anny  man- 
ager of  maintenance.  Unlike  most  of 
them,  who  amved  at  the  center  on  Sat- 
urday, Truex  took  an  early  flight  from 
Newark,  N.J.,  on  Sunday  monung  and 
went  straight  to  class  for  introductions, 
group  exercises,  and  IQ  and  psychologi- 
cal tests.  The  main  classroom,  where 
thi'ee  long  tables  foirned  a  U-shape,  fea- 
tured an  observation  window  in  the 
back.  Paiticipants  joked  that  they  felt  as 
though  they  were  in  cu  headquarters. 
In  fact,  two  trainers  from  the  intelli- 
gence agency  were  obsei^ving  the  pro- 
gi'am  from  behind  the  min'or. 

What  they  saw  on  Sunday  was  lots  of 
confusion.  In  one  session,  Tinex'  gi'oup 
argued  when  it  had  to  compile  a  list  of 
the  ideal  characteristics  for  a  leader  for 
Earth  II — a  new  planet  to  which  a  por- 
tion of  the  earth's  population  was  relo- 
cating because  of  dwindling  natural  re- 
sources. When  a  participant  took  too 
much  time,  a  booming  voice  from  be- 
hind the  mirror  filled  the  room:  "Time  is 
up!"  Truex,  who  as  a  market  researcher 
had  surreptitiously  watched  focus 
groups,  wasn't  disturbed  by  it — but 
many  of  his  classmates  were.  "It  was 
like  the  Wizard  of  Oz,"  jokes  one  man- 
ager stunned  by  the  voice. 

Far  more  disturbing  to  many  was 
Monday's  "Valentine  from  home" — a 


bound  packet  of  evaluations  of  all  the 
participants  prepared  before  their  arri- 
val in  Greensboro  by  a  boss,  fom-  peers, 
and  six  direct  reports.  The  assessments 
asked  colleagues  more  than  200  ques- 
tions, from  whether  a  manager  was 
viewed  as  abrasive  or  encouraging,  t6 
whether  he  "takes  charge  when  trou- 
ble comes"  or  "has  left  a  trail  of  biTiised 
people." 

When  the  evaluations  were  handed 
out,  the  room  fell  silent.  Managers,  clad 
in  khakis  and  polo  shirts,  sat  highhght- 
ing  all  theii"  strengths  with  gi-een  mai'k- 
ers  and  all  their  weaknesses  in  pink. 
Truex  quickly  found  himself  marking  in 


though  angered  initially,  Tiaiex  h 
conceded  it's  true.  "I'd  make  a  p(  t 
and  just  let  it  drop  off  the  table." 

The  Outward  Bound-type  activi 
on  Wednesday  afternoon  were  also  fi 
trating.  Again,  Truex  found  it  difScuI 
get  his  opinions  through  to  fellow  grij 
members.  "It  was  these  old  men  cn 
peting  to  see  if  they  could  yeU  the  led 
est  to  win  the  ego  fight,"  Tr- 
complains. 

After  four*  long  days  of  intense  gi" : 
sessions,  sprinkled  with  lectures 
still  more  test  results,  yet  another 
of  reckoning  arrived.  The  two  train 
who  guide  participants  through 


"The  reason  I'm  not 
decisive  is  that  I  won't  give 
myself  permission  to  be 
wrong,"  says  Truex 


pink  issues  that  focused  on  decision-  i  week,  call  Thursday  "feedback  d; 

From  day  one,  two  to  tl: 
fellow  students  anonymc 
ly  observe  each  manager, 
feedback  day,  they  deli 
theii'  comments. 

His  peers  again  confirr'' 
what  he  now  already  kr 
It  wasn't  until  Ti-uex 
dowm  for  nearly  four  Ik 
with  a  clinical  psycholoj 
however,  that  it  began, 
make  some  sense.  The  ly- 
chologist's  assessment:  TtTiex  is  a  pen 
tionist  who  doesn't  like  to  make  i 
takes.  "The  reason  I'm  not  decisive 
that  I  won't  give  myself  pemiissioi. 
be  wTong."  Truex  says. 

Back  at  his  desk  on  Oct.  2,  Ti- 
confronted  an  ovei-fiowing  in-basket  i 
a  ton  of  telephone  calls.  Still,  he  n 
aged  to  find  time  to  ask  his  boss  if  t 
could  sit  dowTi  together  and  find  S(- 
noncincial  areas  where  Ti-uex  can 
periment  with  making  quicker  decisi(  - 
"I  am  going  to  try  some  thing 
haven't  tried  before,"  he  says.  "I'm  j 
ing  to  take  more  risks."  Though  Tra 
will  probably  never  to  be  the  persoi 
scream  the  loudest,  that's  a  cracial 
step. 

Bij  Lori  Bongio 
in  Greensboro 


making  and  assertiveness.  "Forcefulness 
was  a  question  mark  in  the  back  of  my 
mind,"  concedes  Truex.  "It's  confiimed 
that  I  am  not  forceful,  and  it  is  an  area 
that  I  have  to  w-ork  on." 

Throughout  the  week,  these  two 
themes  continued  to  crop  up.  In  one  as- 
signment, managers  were  asked  to  pre- 
tend they  were  caught  in  a  blizzard 
while  hiking.  The  group  theoretically 
made  it  back  to  their  Ford  Windstar, 
only  to  crash  it  into  a  rock.  Stranded  35 
miles  fi'om  the  main  road,  members  had 
to  debate  w^hich  of  15  items,  fi-om  beef 
jerky  to  a  shotgun,  were  critical  to  their 
survival. 

Ti'uex,  however,  groused  that  he 
wasn't  getting  heaixl  by  the  other  mem- 
bers of  his  group.  One  manager  told 
him  he  didn't  speak  up  enough.  Al- 


Diary  of  a  Leadership  Warrior  (continued) 


TUESDAY  Breakout 
groups  are  videotaped  as  they 
rank  the  importance  of  items 
they'll  need  to  survive  an  imagi- 
nary blizzard.  Later  watch  video 
and  critique  one  another. 


WEDNESDAY 

Outside  activities  in- 
clude leading  blind- 
folded partner 
through  construction 
sites  and  stairwells. 


THURSDAY  Get 

one-on-one  counseling 
based  on  results  of  sev- 
eral hours  of  preprogram 
tests.  Give  and  get  feed- 
back from  colleagues. 


FRIDAY  Prepare 
goals  and  share  one 
with  group;  receive 
diploma  signed  by  ei 
tire  group.  Rush  to 
catch  plane  home. 
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Own  a  Modem? 


Try  America  Online  FREE 


If  you  own  a  computer  and  a 
modem.  Business  Week  and 
America  Online'  invite  you  to 
try  the  nation's  most  exciting  online 
service — FREE! 

Business  Week  Online  gives  you  instant  access  to 
the  current  issue  of  Business  Week,  plus  added 
depth  of  information  and  interaction  with  die 
editors  and  other  readers.  Tap  into  archives  of  past 
issues  and  enjoy  articles  from  die  international 
edition — all  without  leaving  your  keyboai-d. 

ik  Take  advantage  of  the  vast  business  resources 
available  on  the  World  Wide  Web. 
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popular  publications 

A  The  abilit)^  to  buy  and 
sell  stocks  online 
24-hours-a-day 

Real  time  stock  quotes 
anci  information  about 
the  latest  mutual  llinds 

Expert  advice  on 
managing  your  portfolio 
and  personal  finances 


Comprehensive  financia 
information,  stock 
quotes,  and  a  library  of 
reference  materials 

Shareware  and  freeware 
you  can  download  to 
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The  latest  sports 
highlights  and  scores 

Online  forums  for 
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organizations,  hobbies  , 
and  interest  areas  ' 
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Ihe  Workplace 


aoNs 


ME  YELPING  OVER 
IBOR'S  NEW  TACTICS 

sinesses  file  RICO  charges  and  run  to  Congress  for  help 


hen  Bayou  Steel  Corp.  faced  down 
a  1993  stnke  by  biinging  in  400 
replacement  workers,  the  United 
ilworkers  of  America  went  on  a  hir- 
Dinge  of  its  own.  The  usw  brought  in 
r  York  investment  bankers.  Wash- 
on  environmental  consultants,  and 
'  ,rers  in  Louisiana,  Tennessee,  and 
/  York.  The  nevv  team  blanketed 
/  DU  with  a  blizzai'd  of  paper:  frighten- 
'  letters  to  potential  investors,  tomb- 

I  e  ads  in  the  financial  press,  submis- 
s  to  the  Securities  &  Exchange 

iiimission,  and  hundreds  of  requests 
'  'egulatory  crackdowns  at  the  compa- 

based  in  La  Place,  La.  "It's  been  a 
pervasive  campaign," 

a  beleaguered  Richard  J. 
'  zalez,  Bayou's  chief  flnan- 

officer.  "The  costs  have 

I I  awesome." 

'i/ith  the  power  of  strikes 
11  ing,  unions  in  recent  years 

i  tried  to  combat  manage- 
1 1  with  such  tactics — often 
i;d  corporate  campaigns, 
companies  are  battUng 

M  In  August,  Bayou  joined 
I  "owing  number  of  compa- 

that  have  filed  racketeer- 
-  suits  against  unions  en- 
'■ed  in  such  campaigns, 
i-inwhile,  the  Chamber  of 
iimerce  and  other  business 

ips  are  pushing  the  Re- 

ican  majority  in  CongTess 

legislation  to  Hmit  unions' 

)ns.  The  outcome  on  ei- 
fi'ont  isn't  cleai'.  But  there 

likely  to  be  more  clashes 

he  issue,  as  new  leaders 

ed  to  take  over  the  afl- 

i^his  month  vow  to  expand 
use  of  corporate  cam- 

ns  as  pail  of  labor's  strat- 

for  the  late  1990s. 

.Ithough  corporate  cam- 

Tis  started  more  than  15 


ties  have  involved  nontraditional  union 
efforts  (table).  For  instance,  the  steel- 
workers  sent  fii'ed  Firestone  employees 
and  their  families  to  Tokyo,  where  they 
engaged  in  street  theater  outside  Bridge- 
stone/Firestone  Inc.  headquaiters  to  em- 
baiTass  managers  in  their  home  coimtry. 

To  strike  back,  companies  ai'e  using  a 
powerful  weapon:  the  Racketeer  Influ- 
enced &  Corrupt  Organizations  Act. 
Management  lawyers  argue  that  Rico 
should  apply,  claiming  imions'  campaigns 
often  aim  to  take  control  of  the  compa- 
ny or  even  sink  it.  Bayou's  Rico  filing  al- 
leges that  the  steelworkers'  actions  con- 
stitute a  pattern  of  behavior  that 
amounts  to  extortion.  The 
usw's  cam.paign  "is  de- 
signed to  put  Bayou 
Steel  out  of  business," 
charges  the  company's 


STREET  THEATER:  FIRED 
FIRESTONE  WORKERS 
TRY  TO  EMBARRASS 
COMPANY  MANAGERS 
IN  TOKYO 


AT  FOOD  WORKERS'  suggestion,  former  Food  Lion 
clerks  tell  ABC  TV  lurid  stories — false  ones,  says  the  com- 
pany— of  efforts  to  recondition  rotten  food.  The  supermar- 
ket chain  files  a  racketeering  suit  against  the  union. 

THE  USW  rains  on  Bayou's  Wall  Street  road  show,  send- 
ing a  dire  letter  to  potential  investors.  Bayou  is  forced  to 


outside  attorney,  William  A.  Brewer  III. 

Management  hasn't  yet  won  a  RiCO 
suit  against  a  union — and  may  never  do 
so.  After  all,  say  some  labor  lawyers, 
corporate  raiders  routinely  mount  take- 
over efforts,  and  environmental  groups 
constantly  urge  regulatory  agencies  to 
pursue  companies.  Companies  haven't 
yet  explained  why  such  behavior  would 
be  illegal  just  because  the  adversary  is  a 
union  or  an  employee  of  the  company 
involved,  the  lawyers  say. 

Still,  racketeering  suits  can  tie  up 
unions  in  court  and  cost  them  a  bundle. 
And  several  companies  have  made  it  to 
the  discovery  stage  of  a  Rico  trial  be- 
fore reaching  settlements,  as  Frank  A. 
Lorenzo's  Texas  Air  Corp.  did  in  the 
late  1980s.  "Every  time  there's  a  new 
union  action,  [Bayou]  will  amend  the 
suit  to  keep  it  fi'om  being  dismissed," 
says  Jerry  Fernandez,  head  of  corpo- 
rate campaigns  at  the  usw. 
"PURE  HARASSMENT."  Business  gi-oups 
hope  that  Wasliington  can  offer  more  im- 
mediate relief.  Their  main  target:  the 
gi'owing  number  of  labor  proxy  battles, 
wliich  have  quadrupled  since  1992,  to  70 
last  year.  Unions  often  act  because  theii" 
pension  fimds  ai'e  imhappy  with  a  stock's 
performance.  But  sometimes  they  have 
other  motives.  Last  year,  the  Teamsters 
sponsored  proxies  over  corporate-gov- 
ernance issues,  such  as  poison 
pills,  at  the  three  largest 
trucking  companies — and  did 
so  right  in  the  middle  of  na- 
tional bargaining  talks. 

In  August,  a  coalition  of 
business  gi'oups  asked  Con- 
gress to  curb  union  proxies. 
They  i)roposed  changing  sec 
regulations  to  let  companies 
involved  in  bargaining  or  or- 
ganizing campaigns  exclude 
union-sponsored  resolutions 
from  annual  proxy  statements. 
"They're  nothing  but  pure  ha- 
rassment," fumes  American 
Tracking  Assns.  President 
Thomas  J.  Donohue.  The  busi- 
ness groups  also  want  to  limit 
National  Labor  Relations 
Board  injunctions. 

Management  isn't  likely  to 
score  any  quick  victories  in 
Washington,  where  the  bud- 
get tops  the  agenda.  Still, 
business'  strategy  seems  sure 
to  tie  up  unions  in  the  courts 


•s  ago,  most  large  unions    [^J.^^  its  dividend— and  files  racketeering  charges.   and  before  congi-essional  com- 


an  such  tactics  in  the  late 
)s,  as  the  fear  of  replace- 
it  workers  chilled  mem- 
i'  eagerness  to  strike.  In 
Hint  years,  many  labor  bat- 


TEAMSTERS  mount  proxy  fights  at  large  trucking  com- 
panies during  1994  bargaining.  Industry  groups  are 
pushing  for  legal  curbs  on  union  shareholder  actions. 
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mittees,  leaving  them  less 
time  and  money  for  their*  pun- 
ishing corpor'ate  campaigns. 

By  Stephen  Baker 
171  Pittsburgh 
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Tliis  Is  One  OF  TKe  JVlost  Involutional^  Autoiriobiles  Ev< 
Not  Bad  For  XKe  Oldest  Car  In  Our  Uineup  . 


eine 


Most  engineers  would  consider 
designing  a  sports  car  like  this 
to  be  the  pinnacle  of  their 
careers.  At  Chrysler  Corporation, 
it's  just  a  beginning. 

Since  the  Dodge  Viper  was 
introduced,  our  commitment  to 
innovation  has  resulted  in  a  com- 
plete line  ot  20  new  vehicles  — 
none  ot  which  existed  a  mere  40 


months  iigo.  In  fact,  we're  planning 
a  ma)or  or  new  product  hiunch, 
on  average,  ever\'  three  months 
through  the  2000  model  year. 

Over  the  past  two  years, 
Ch  rysler  Corporation  products 
have  received  more  than  10  ma)or 
industry  honors,  including  Jlolor 
Trfiu>'s  1995  Car  oF  the  Year 
award  for  Chrysler  Cirrus  and 


///,»/,'/•  Tiriul's  1994  Truck 
Year  award  tor  DodgeR 
Pickup.  Along  the  way,  f 
introduced  the  world  tou 
re\'olutionary  features  a:, 
lorward  design,  integrated 
safety  seats,  and  the  first  " 


radical  new  transmission  th 
you  shift  (rom  the  convenieJi 


Jeep  IS  a  ce^islereil  li.ideni.u  k  ol  CHr\'sler  Cot  pnratiDn 


matic  to  the  performance 
chless  manual  at  any  time. 
;r  major  advancements 
the  only  aluminum  VI 0 
in  a  production  vehicle 
Quadra- Trac -  —  J eep  s 
e  all-the-time  four-wheel 
stem  that  enhances  trac- 
lUtomatically  vaiymg  the 
distribution  between 
1  rear  axles. 

;  set  new  benchmarks  in 
id  engineering  in  virtually 
ea.  With  a  long  list  of 
ovative  features  as  Easy 
ler  Seats  and  exclusive 
ling  doors,  our  all-new 
,  Dodge,  and  Plymouth 
represent  the  next  revo- 
:he  category  we  originally 
1.  The  Dodge  Ram 
3tally  changed  the  rules 
ze  pickup  design.  The 


new  Jeep,  Grand  Cherokee 
brought  a  whole  new  level  of 
sophistication  to  go-anywhere, 
do-anything  tour-wheel  drive 
vehicles.  And  the  new  Dodge  and 
Plymouth  Neon  proved  to  the 
world  that  small,  dependable, 
and  affordable  cars  could  be 
loaded  with  personality  and  be 
just  plain  tun  to  drive. 

We  ve  even  reinvented  the  way 
we  invent  cars.  Our  innovatn  e  plat- 
form team  concept  brings  together 
experts  from  inside  and  outside  the 
Company  at  the  start  of  a  project  tor 
a  more  efficient,  creative  process. 
The  result  is  a  continuous  line  of 
new  and  exciting  products  that 
keep  taking  the  world  by  storm. 


This  incredible  momentum  is 
the  work  of  our  employees  and 
our  current  management  —  a  group 
of  people  who  know  and  love 
cars  and  trucks,  and  have  a 
passionate  dedication  to  making 
Chrysler  Corporation  the  most 
exciting  automobile  company  in 
the  world.  But  now,  that  momen- 
tum is  threatened.  Rest  assured, 
we're  not  about  to  let  someone 
else  decide  Chrysler  s  fate  and 
steer  it  off  into  another  direction. 

And  what  about  our  "old  " 
standby,  the  Dodge  Viper?  Well, 
the  new  Viper  GTS  is  on  its  way- 
Which  means  the  whole  product 
rex  olution  is  about  to  begin  again. 

That  ^1  momentum. 


CHRYSLER 
W  CORPORATION 

CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEEI  •  EAGLE 
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BLIND 

AMBITION 

How  the  pursuit  of  results  got  out  of  hand  at  Bausch  &  L04, 


BY  MARK  MAREMONT 

8 a  dent.  In  Cantonese,  the  words  mean  "white 
sheet."  But  for  employees  at  Bausch  &  Lomb 
Inc.'s  Hong  Kong  operation,  they  had  another 
meaning:  According  to  high-ranking  sources  fa- 
miliar with  the  unit,  ba  dan  signified  a  white 
invoice  with  phony  sales  recorded  on  it.  And 
there  were  plenty. 
)uring  the  late  1980s  and  early  1990s,  Hong  Kong  was  the 
of  b&l's  international  division,  often  racking  up  annual 
ivth  of  25%  as  it  rocketed  to  about  $100  million  in  rev- 
es  by  1993. 

h)uble  was,  in  recent  years,  some  of  the  reported  sales 
e  fake.  Under  heavy  pressm-e  to  maintain  its  phenomenal 
rd,  sources  allege,  the  Hong  Kong  unit  would  pretend  to 
c  big  sales  of  Ray-Ban  simglasses  to  distributors  in  South- 
Asia.  But  the  goods  would  not  be  shipped.  Instead,  the  se- 
ba  dan  invoices,  which  b&l  headquarters  never  saw,  would 
Tjct  staffers  to  send  the  goods  to  an  outside  warehouse  in 
g  Kong.  Later,  some  b&l's  sales  managers  would  tiy  to 
uade  distributors  to  buy  the  excess.  And  some  of  the 
ses,  soui'ces  suspect,  may  also  have  been  funneled  into  the 
mai'ket;  buyere  could  profit  by  shipping  them  to  Eiu'ope  or 
Mideast,  where  wholesale  prices  were  higher, 
at  by  mid-1994.  Hong  Kong  was  having  trouble  keeping  up 
iggling  act.  Tipped  off  by  falling  revenues  and  soaring  re- 
ibles — since  no  one  was  paying  for  many  of  the  glasses 
ed  as  sales — b&l  sent  a  team  of  auditoi's  to  Hong  Kong. 
'  discovered  significant  irregularities,  including  half  a  mil- 
pairs  of  sunglasses  stashed  in  a  warehouse. 
•.l's  longtime  chauTnan  and  chief  executive,  Daniel  E.  Gill, 
nes  to  comment  on  the  Hong  Kong  problems;  the  compa- 
ny says  only  that  it  uncovered 
"violations  of  company  pohcies." 
But  in  the  audit's  wake,  Y.  H. 
Chan,  president  of  b&l's  Asia-Pa- 
cific Div.,  took  early  retii'ement, 
and  several  other  managers  also 
left  as  part  of  the  cleanup. 

Meanwhile,  in  late  1994,  the 
Seciu'ities  &  Exchange  Commis- 
sion stalled  combing  tlirough  the 
books  at  another  b&l  unit,  its 
U.  S.  contact-lens  division.  The 
SEC  investigation  was  triggered 
by  a  BUSINESS  week  article  (Dec. 
19,  1994),  which  revealed  that  the 
lens  division  might  have  improp- 
erly inflated  sales  and  profits  in 
1993  by  shipping  huge  quantities 
of  unwanted  lenses  at  yearend 
to  its  distributors,  while  assur- 
ing many  they  wouldn't  have  to 
pay  until  they  sold  the  lenses. 

The  double-baiTeled  problems 
lay  beliind  b&l's  swift  fall  from  fi- 
nancial grace:  After  12  sti'aight 
years  of  double-digit  growth  in 
sales  and  earnings  from  continu- 
ing operations  (excluding  one- 
time events),  b&l  blandly  an- 
nounced that  excess  distributor 
inventories  would  slash  1994 
profits,  b&l's  continuing  earnings 

STRONG-WILLED  CEO:  Gill 
rejects  suggestions  that  Bausch 
&  Lomh's  culture  is  flawed 


Isolated  Aberrations  -  Or 
a  Way  of  Business? 

Current  and  former  execs  say  that  under  CEO  Dan  Gill, 
imintaimng  Bausch  &  Lomb's  double-digit  sales  and  earn- 
ings growth  was  all-important,  creating  pressures  that  led 
to  unethical  behavior  throughout  the  company: 

HONG  KONG  B&L's  Hong  Kong  unit  allegedly  inflated 
revenues  by  faking  sales  of  Ray-Ban  sunglasses  to  real 
customers.  Some  of  the  glasses  were  allegedly  then 
sold  at  cut-rate  prices  to  gray-market  dealers.  B&L 
auditors  discovered  policy  violations  last  year,  and  Gill 
appointed  new  local  managers. 

MIAMI  By  accepting  cash  payments  and  third-party 
checks,  a  Miami  warehouse  may  have  indirectly 
helped  launder  drug  money  until  mid-1990.  Senior 
B&L  managers  tolerated  the  lucrative  trade,  say  for- 
mer executives.  B&L  declined  comment. 

CONTACT  LENSES  Under  pressure  to  beat  sales  tar- 
gets in  1993,  contact  lens  managers  shipped  products 
that  doctors  never  ordered  and  forced  distributors  to 
take  up  to  two  years  of  unwanted  inventories.  These 
practices  appear  to  violate  acceptable  accounting 
standards  and  have  led  to  an  SEC  investigation.  B&L 
blames  the  problems  on  overaggressive  division 
executives. 

GRAY-MARKETEERING  Forced  to  meet  inflated  sales 
goals,  many  U.S.,  Asian,  and  Latin  American  man- 
agers knowingly  sold  contact  lenses  and  Ray-Bans  to 
gray-market  distributors,  creating  a  huge  gray-market 
problem  for  B&L.  The  company  says  such  sales  violat- 
ed policy  and  denies  its  practices  led  to  the  problem. 

DATA:  BUSINESS  WEEK 


fell  54%,  to  $88.5  million,  on  sales  down  slightly,  to  $1.9  billion. 

As  the  bad  news  piled  up.  Gill,  59,  has  worked  to  reassui'e 
staffers  and  investors  alike.  He  has  installed  new  managers  in 
the  contact-lens  unit  and  in  Southeast  Asia.  He  has  replaced 
b&l's  chief  financial  officer  and  has  announced  measures  to 
strengthen  internal  controls.  The  problems.  Gill  insists,  were 
isolated  aberrations.  In  1993,  he  says,  "two  of  our  major  op- 
erating units  had  difficulties,  and  what  they  did  was  wrong. 
The  minute  we  got  any  wind  of  it,  we  sent  auditors  in.  We 
recognized  that  we  needed  new  leadership."  Now,  he  adds, 
"our  performance  is  gi'owing  back,  and  we're  very  proud." 
EXPEDIENCY.  Yet  a  six-month  business  week  investigation 
suggests  that  the  1993  events  were  hardly  isolated.  They 
were  direct,  though  imintended,  byi^roducts  of  a  coiporate  cul- 
tiu-e  gone  badly  awry.  The  investigation  involved  extensive  in- 
terviews with  more  than  50  cun'ent  and  former  executives, 
including  representatives  fi-om  numerous  b&l  divisions  spi-ead 
across  the  world. 

Their  tales  provide  a  remarkably  consistent  picture:  Driven 
by  Gill's  fierce  insistence  on  achieving  double-digit  annual 
profit  gi-owth,  b&l's  managers  by  the  early  1990s  increasing- 
ly resorted  to  what  was  expedient — often  at  the  expense  of 
what  constituted  sound  business  practice  oi-  ethical  behavior 
They  gave  customers  extraordinarily  long  payment  terms, 
knowingly  fed  gi-ay  markets,  and  threatened  to  cut  off  dis- 
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tributors  unless  they  took  on  huge  quantities  of  unwanted 
products.  Some  also  shipped  goods  before  customers  ordered 
them  and  booked  the  shipments  as  sales,  a  possible  violation 
of  recognized  accounting  practices.  For  a  period,  the  compa- 

  ny  also  turned  a  blind 

eye  to  lucrative  Latin 
American  sales  that 
may  have  indii'ectly 
aided  money  laundering  (page  92). 

To  be  sure,  b&l's  performance-oriented  ethos  delivered 
outstanding  results  for  many  years.  But  by  the  early  1990s, 
when  the  company's  markets  slowed  at  the  same  time  that 
several  acquisitions  soured,  b&l's  culture  was  a  train  wreck 
waiting  to  happen.  The  derailment  finally  took  place  in  1993 
and  1994,  when  b&l  maintained  its  steep  growth  targets 
even  as  markets  stalled. 

According  to  internal  b&l  financial  documents  obtained  by 
BUSINESS  WEEK,  the  contact-lens  and  Hong  Kong  imits  weren't 
the  only  ones  artificially  loading  up  distributors  in  1993.  Ex- 
ecutives in  the  U.  S.  sunglass  division,  Italy,  Latin  America,  and 
in  the  Inteiplak  oral-cai'e  imit  also  stuffed  distributors  with  ex- 
cess goods.  Interplak  executives,  for  example,  fattened  fall 
sales  by  giving  buyers  until  the  following  spring  to  pay.  As  a 
result,  the  unit's  accounts  receivable  nearly  tripled  fi'om  June 
to  December 

Although  the  soaring  receivables  should  have  been  a  clear 
sign  to  Gill  and  other  top  executives  that  the  gi'owth  could 
not  be  sustained,  b&l's  internal  documents  show  that  the 
1994  corporate  plan  called  for  most  of  b&l's  largest  units  to 
turn  in  further  double-digit  gains.  When  the  inevitable  col- 
lapse arrived,  it  was  bloody  indeed.  In  1994,  the  documents 


The  company's  culture  mirrors  the  boss:  Tenacious,  demandi: 


show,  6  of  the  company's  15  largest  divisions  recorded  sales 
far  below  plan — and  far  below  actual  1993  sales  (page  81). 

Gill  and  other  top  executives  vehemently  deny  that  the  cas- 
cade of  difficulties  in  one  year  reflects  wider  problems  with 
the  company's  culture.  "It  was  no  accident  that  Bausch  & 
Lomb  had  an  absolutely  outstanding  record  for  the  preceding 
11  years,"  says  Gill.  "We  don't  feel  at  all,  given  that  track 
record,  that  it's  a  fundamental  cultural  issue." 

Instead,  in  explaining  what  went  wrong  in  1993,  Gill  zeroes 
in  on  two  top  executives  who  were  new  to  their  posts,  hint- 
ing that  their  inexperience  may  have  contributed.  Both  have 
since  left  b&l.  One,  Peter  Stephenson,  was  an  outsider  who 
lasted  only  a  year  as  CFO.  The  othei;  Ronald  L.  Zarrella, 
was  a  nine-year  company  veteran  who  had  headed  b&l's 
fast-growing  international  division  before  becoming  presi- 
dent and  chief  operating  officer  in  eai'ly  1993.  Zarrella  left  b&l 
late  last  year  to  become  head  of  North  American  marketing 
for  General  Motors  Coip.  ZaiTella  declined  comment;  Stephen- 
son could  not  be  located. 

RISING  STAR,  i^&l's  intense  focus  on  the  bottom  line  and  quar- 
terly results  is  hardly  unicjue:  Many  of  Corporate  America's 
most  successful  comj^anies  share  similar  goals.  Good  managei-s 
attempt  to  balance  that  orientation  with  effective  conti-ols  and 
compensation  plans  that  also  rewai-d  practices  that  pay  off  in 
the  longer  teim.  b&l's  saga  shows  what  happens  when  those 
countei-vailing  forces  aren't  strong  enough.  "People  spend  their 
time  tiying  to  figure  out  what  kind  of  game  to  play  to  make 
the  number's,  not  how  to  satisfy  the  customer  or  save  money," 
says  John  P.  Kotter,  a  Hai^vard  business  school  professor.  "Tlie 

;  tendency  is  for  people  to  step  over  lots  of  lines." 

When  Dan  GiJl  came  to  Bausch  &  Lomb  in  1978  to  head  its 
fast-growing  soft  contact-lens  division,  the  stodgy  manufac- 
turer of  optical  equipment,  eyeglass  lenses,  and  contact  lens- 

^  es  had  just  $442  million  in  revenues.  Gill,  a  rising  star  from 


Abbott  Laboi'atories  Inc.,  made  his  mark:  Contact-lens  f 
its  soared,  and  Gill  won  the  president's  job  in  1980.  The 
lowing  year,  he  was  named  CEO  and  chairman. 

Young  and  ambitious,  with  a  salesman's  charm  and  ; 
nancial  analyst's  head  for  numbers.  Gill  wasted  little  time, 
sold  several  inefficient  optical  businesses  while  bolstei 
gi'owth  with  acquisitions  and  a  push  abi'oad.  "Dan  did  a  r 
velous  job  of  refocusing  the  company,"  recalls  Stephe] 
Kelbley,  CFO  fi-om  1984  to  1991. 

But  from  the  beginning,  some  executives  questioned  '. 
b&l's  strong  gi'owth  was  achieved.  In  1981,  Mark  B.  L 
was  recniited  fi'om  Becton,  Dickinson  &  Co.  to  head  a  hos 
operations,  including  the  soft-lens  division  that  Gill  had  h 
running.  Logan  soon  wondered  why  lens  sales  were  so  s 
for  the  fii'st  two  months  of  every  quartei".  He  discovered 
under  Gill,  the  division  had  nm  big  promotions  at  the  en 
every  quarter  to  pump  up  sales.  Eye  doctors  had  learnei 
wait  foi'  those  deals.  Logan  says  Gill  made  no  bones  abou 
"I  needed  to  be  chosen  ceo,"  he  recalls  GiU  saying.  "I  did  v 
I  had  to  do."  Gill  doesn't  recall  the  incident. 

The  culture  Gill  created  at  b&l  is  a  mirror  image  of  1 
tenacious,  demanding — and  veiy  numbers-oriented.  Gill  be 
his  career  as  an  auditor  and  still  closely  examines  each 
sion's  financial  reports  eveiy  month.  One  executive  says  h 
ten  received  handwiitten  notes  fi'om  Gill  on  issues  such  as 
ventory  buildups.  "He  has  a  tremendous  ability  to  stay  on 
of  financial  details,"  says  this  fomier  executive. 

Achieving  double-digit  annual  growth  was  Gill's  foren 
goal.  Each  division  was  usually  expected  to  post  substar 
annual  gains.  "Each  year,  the  top  executives  would  ag 
on  what  number  they  wanted  to  make,"  recalls  Harold" 
Johnson,  the  longtime  head  of  the  contact-lens  unit,  whoe- 
tired  early  this  year.  "The  numbers  would  be  divided  out'}' 
operating  units  and  then  assigned.  [The  president]  we  d 


TROUBLE:  Contact-lens 
wearers  charged  B&L 
with  wildly  divergent 
pricing  in  a  199 U  lawsuit 
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very  numbers-oriented 

le  to  me  and  say,  'Here's  your  number.' "  Once  the  goals 
•e  set,  Gill  and  other  top  executives  rarely  accepted  ex- 
js  for  shortfalls;  even  Gill's  backers  agi"ee  that  maldng  the 
ibers  was  key.  "Once  you  signed  up  for  your  target  num- 
you  were  expected  to  reach  it,"  says  fonner  President 
mas  C.  McDei-mott,  who  left  b&l  in  early  1993. 
rill  denies  that  numbers  drove  b&l's  culture  to  an  unrea- 
ible  degi'ee  or  that  sales  and  earnings  goals  became  all- 
mming.  "That's  simply  not  tnie,"  he  says.  He  says  goals 
e  set  in  negotiations  with  managers,  and  sometimes  ad- 
ed  downward  if  they  weren't  being  met.  He  adds  that 
ly  executives  have  been  promoted  even  after  missing 
jets.  But  former  executives  say  the  priorities  came 


through  clearly  at  meetings  of 
b&l's  top  two  dozen  executives, 
when  Gill  or  his  president  drilled 
those  who  fell  even  slightly  be- 
hind. At  one  teleconference,  re- 
calls an  insider,  the  then-head  of  European  operations  was 
raked  over  the  coals  by  Zan-ella  because  ciuTency  fluctuations 
were  hurting  profits  that  were  on  target  in  local-cuiTency 
terms.  "Ron  kept  going  back  at  him,  saying  'That's  what 
you  signed  up  for.  Do  you  want  me  to  go  to  the  analysts  and 
say  we  can't  make  the  numbers?' "  says  this  source. 

B&h's  compensation  structure  was  also  reshaped  in  a  way 
that  buttressed  the  all-important  message.  Gill  denies  this,  ar- 
guing that  bonuses  took  account  of  many  factors,  such  as  as- 
set management.  But  former  executives  say  that  division 
heads  might  get  only  a  paltiy  bonus  if  they  fell  even  10%  shy 
of  yearly  earnings  targets,  while  beating  them  brought  hefty 
payouts.  And  although  a  small  weight  was  given  to  asset-con- 
trol measures  such  as  receivables  and  inventories,  "you  could 
miss  your  asset  objectives  by  a  mile  and  still  get  a  big  pay- 
day," says  one  foiTner  executive. 

PANIC  ATTACKS.  Nowhere  were  the  true  corporate  prioi'ities 
clearer  than  in  the  weighting  of  Gill's  own  bonus  plan:  30% 
depended  on  sales  growth,  30%  on  earnings  growth,  and 
30%  on  retiu'n  on  equity,  another  earnings-related  measure. 
Improvement  in  customer  satisfaction  rated  just  10%.  At 
that.  Gill's  pay  structure  differs  little  from  most  U.  S.  CEOs'. 

At  the  same  time,  Gill  rarely  discussed  specific  actions 
that  a  division  might  take  to  rectify  a  shortfall.  "Make  the 
numbers,  but  don't  do  anything  stupid,"  was  a  famous  Gill 
line.  Many  executives  say  they  read  the  message  differently. 
"I'd  walk  away  saying,  'I'd  be  stupid  not  to  make  the  num- 
bers,' "  says  one  ex-marketing  executive. 

The  signals  sent  fi'om  the  top  led  some  to  cut  comers,  sev- 
eral fonner  managers  say.  Some  divisional  presidents,  they  say, 
began  using  tactics  that  were  costly  for  the  company  but 
which  maximized  their  own  bonuses.  One  favorite  was  ex- 
tending unusually  long  credit  teiTns  to  customers  in  exchange 
for  big  orders.  And  believing  their  careers  were  on  the  line 
every  quarter,  b&l  managers  also  lived  in  fear  of  "Red  Ball" 
day.  It  was  so  named  because  of  the  red  dot  that  marked 
the  last  day  of  b&l's  13-week  fiscal  quarters  on  employee  cal- 
endars, which  always  fell  on  a  Friday  or  Saturday.  "Mini" 
Red  Ball  days  also  fell  at  the  end  of  eveiy  month.  As  Red  BaU 
day  approached,  "you'd  see  panic-stricken  accoimt  managers  of- 
feiing  money  off,  or  extra  30  to  60  days'  payment  teiTns," 
says  a  fonner  Ray-Ban  marketing  exec.  Such  moves  boosted 
volume  but  hurt  margins:  b&l's  customers,  says  the  Ray-Ban 


\lissing 
;he  Mark 


&L  insiders  say  that  aggressive 
lies  practices  left  distributors 
')erstocked  at  the  end  of  1993. 
ut  CEO  Gill  approved  even 
igher  sales  and  earnings  targets 
1,^  '  r  1994.  When  distributors 
M  liked,  sales  in  many  divisions 
ilapsed. 


DIVISION 

1S93 

1994 

1994 

DIVISION 

1993 

1994 

1994 

Planned 

Actual 

Planned 

Actual 

MILLIONS  OF  DOLLARS 

MILLIONS  OF  DOLURS 

TOTAL  BAUSCH  &  LOMB 

ORAL  CARE 

SALES 

1872.2 

2051.9 

1850.6 

SALES 

68.8 

73.0 

50.8 

OPERATING  EARNINGS 

300.9 

344.7 

168.8 

OPERATING  EARNINGS 

2.6 

4.2 

-10.3 

US  EYEWEAR 

MIRACLE  EAR** 

SALES 

190.1 

200.0 

153.5 

SALE 

57.9 

37.3 

OPERATING  EARNINGS 

42.3 

48.6 

19.7 

OPERATING  EARNINGS 

2.3 

-12.9 

US  CONTACT  LENS 

CANADA  AND  LATIN  AMERICA 

SALES 

151.0 

176.0 

85.8 

SALES 

126.1 

154.0 

113.4 

OPERATING  EARNINGS 

16.8 

20.5 

-61.7 

OPERATING  EARNINGS 

17.8 

27.3 

6.4 

ASiA-PACiFiC 

EUROPE,  MIDDLE  EAST.  AFRICA 

SALES 

148.9 

169.7 

107.8 

SALES 

246.5 

249.0 

240.6 

OPERATING  EARNINGS 

34.6 

46.8 

4.0 

OPERATING  EARNINGS 

60.7 

60.3 

53.0 

*Loss  **Acquired  during  1993    DATA.  COMPANY  REPORTS 
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GRAY  AREA 

Sources  close  to  B&L  allege  that  Hong  Kong 
head  Y.  H.  Chan  abetted  gray-market  Ray-Ban 
sales.  In  one  deal,  Chan  allegedly  sent  buy- 
ers who  wanted  cheap  sunglasses  to  distribu- 
tor Chamberyan  Thonn.  Chamberyan  allegedly 
sold  model  No.  L0205  for  $25.13,  while 
B&L  sold  it  to  local  retailers  for  around  $32. 
Thousands  of  sunglasses  intended  for  Hong 
Kong  shops  ended  up  in  Italian  optica 
stores.  Chamberyan  Thom  denies  such  sales 

exec,  "were  ti'aiiied  to  wait  until  Saturday  morning,"  knowing 
they'd  get  the  best  deals. 

The  lumping  of  orders  into  a  few  frantic  days  each  month 
also  made  b&l's  distribution  operations  woefully  inefficient.  Its 
sunglass  distribution  center  in  San  Antonio,  Tex.,  stayed 
open  around  the  clock  the  last  few  days  of  every  month  in  re- 
cent years.  That  meant  hiring  up  to  35  temporary  workers, 
while  staffers  racked  up  huge  overtime.  "We'd  ship  70%  of  the 
month's  goods  in  the  last  three  days,"  says  a  former  opera- 
tions manager.  "The  hourly  workers  must  have  thought  we 
were  nuts." 

By  overstocking  distinbutors  with  cut-price  products,  b&l 
was  partly  responsible  for  another  big  headache:  a  flourishing 


ONE  PRICE  HERE... 

B&L's  Ray-Ban 
sunglasses  on  sale  \ 
in  Italy  (left) 
...ONE  PRICE  THERE] 

And  Ray-Bayi 
sunglasses  on  displ 
in  Hong  Kong  (beli 

gray  mai'ket.  One  re| 
b&l's  U.S.  distribi 
took  more  than 
needed  was  that 
could    off-load  ex| 
goods  for  a  quick  pi 
especially  in  high-pif 
Europe."  By  1990, 
high-level  insider 
mates  that  of  Ray- 
$200  million  U.  S.  si 
$25  million  was  di\ 
ed  overseas. 

Although  top  ex| 
tives  frowned  on 
practice,  the  divisi 
sales  managers  actil 
encouraged  it.  "A  Iq 
salespeople  v/ere  get] 
bonuses  based  on 
much  their  distribul 
diverted,"  says  this] 
ecutive.  Nor  was 
U.  S.  alone:  b&l's 
America  managers  I 
they,  too,  encouraged 
version.    The  Mia 
based  imit  supplied  t| 
New  York-area  distr 
tors,  for  example, 
shipped  most  of  t\ 
goods  to  Europe. 
Ai'mando  Perez-Gill 
foiTner  sales  executiv 
the  division:  "The  pi 
sui'e  to  make  the  ni 
bers  was  such,  ev^ 
body  was  shippingto 
anyone."  B&L  says  tat 
any  support  of  gray  t't- 
keting  by  managers  ' ' 
been  and  will  be  d  ; 
with  as  a  clear  viola  »i 
of  company  pohcy." 
THE  STINGS.  One  s 
tion  would  have  beei 
switch  to  global  pro( 
management,  but  Gill  says  such  a  change  couldn't  be  mi 
abruptly.  Instead,  B&L  turned  to  its  internal  secmity  dep 
ment,  staffed  by  ex-Secret  Semce  and  police  officers.  So  ? 
as  some  managers  were  secretly  encowaging  diversion,  b&l 
cuiity  staffers  wei'e  setting  up  elaborate  "sting"  operation 
order  to  shut  the  diverting  chstiibutors  down.  The  result  w: 
tense  internecine  battle  between  regions  in  which  many 
distributors  lost  their  licenses. 

For  years,  B&L  was  able  to  keep  this  ft-enetic  juggling  -t 
hidden  from  public  view.  The  high-margin  contact-lens-sii- 
tion  unit  was  growing  fast.  And  Ray-Ban's  Wayfarer  sung  ~ 
style  caught  fire  after  being  populai-ized  in  movies  sucli'^ 
Tlie  Blues  Brothers.  By  1991,  sales  and  earnings — at  $1.5  I- 


With  Pentium  Technology, 
^CI  Engineering  And  Over  5  Hours  Of  Battery  Life, 

It  Smokes  The  Competition. 


TtavelMateSlOO 

•  90MI  Iz  IViitium* 
processor  wilh  PCI  bus 


Got  the  need  tor  speed?  Let  us  introduce  the  TravelMate™  5100  portable  computer. 
Powered  by  a  fully-maximized  90MHz  Pentuim  processor  engine  with  lull  PCI  bus  archi- 
tecture, it  screams  high  performance.  Such  as  taster,  crisper  video  and  audio,  and 
fully-exploited  Windows  95  tunctionality. 

And  the  performance  doesn't  stop  there.  Two  lithmm  ion  batteries  enable  this 
speed  merchant,  and  its  owner,  to  work  over  5  productive  hours.  This  Texas 
Instruments  battery  design  is  so  successful,  in  tact,  it's  given  another  TravelMate, 
the  5000,  the  longest  battery  life  in  the  world." 

There's  more.  An  infrared  serial  port  gives  you  access  today  to  the  wireless 
connection  technologies  of  tomorrow. 

So  what  can  you  do  with  all  these  extraordinary  accomplishments?  You  can  start  bring- 
ing your  otfice  with  you.  You  can  start  running  taster  than  your  competitors.  You  can  start 
running  longer  than  your  competitors.  You  can  start  making  the  future  work  for  vou  today. 
In  other  words,  you  can  start  doing  extraordinary'  things.        ■  • 
And  it  starts  with  a  call.  Better  yet,  make  that  a  speed     ^■'V  Tr^"W  a  r' 
dial.  l-SOO-TI-TEXAS.  E-mail:  2ti@msg.ti.com.      7^1  lEXAS 
Internet:  (http://www.ti.com).  1NSTRU^4ENTS 


"Based  on  PC  Magazine  WinDrain  test  of  the  top  80  notebooks.  TravelMate  and  "Start  Doing  Extraordinary  Things"  are  trademarks  of  Texas  Instruments.  Pentium 
and  the  Intel  Inside  logo  are  registered  trademarks  of  Intel  Corp.  Microsoft,  Windows  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  Corp.  ©  1995  TI. 


ise  principles  are  the  beliefs  that  define 
way  we  conduct  our  business. 


our  commitment  to  them  that  guides 
y  one  of  our  actions  and  is  at  the  heart 
11  the  advice  we  provide.  In  35  countries 
ind  the  world. 

reputation  as  a  company  that  lives  by  its 
dples  is  important  to  us. 

luch  so  that  while  our  clients  include 
?  countries,  companies,  instimtions  and 
iduals  than  any  other  financial  firm,  we 
Dt  judge  ourselves  solely  by  the  numbers. 

low  we  live  up  to  our  principles. 

elieve  that  for  our  clients  it  makes 
erence. 

difference  is  Merrill  Lynch. 


A  COMMITMENT  TO 
A  SET  OF  PRINCIPLES 

AND  THE  DIFFERENCE 
IT  MAKES 


>  Merrill  Lynch 

A  tradition  of  trust. 


Managers  lived  in  fear  of  "Red  Ball"  day-named  for  rec 
dots  marking  the  end  of  fiscal  quarters  on  B&L  calendai 


Cover  Story 


Until  Recently, 
steady  Growth 
Made  B&L 
A  Wall  Street 
Star 


lion  and  nearly  $150  million,  respectively — had  more  than 
tripled  in  a  decade,  b&l's  shares  had  risen  fivefold,  to  58. 

With  success.  Gill  took  on  the  trappings  of  a  big-company 
executive,  b&l  bought  a  tliree-plane  fleet  and  later  erected  a 
nicely  appointed  private  temiinal  at  the  Rochester  (N.  Y.)  air- 
port. By  1989,  Gill  obtained  a  security  consultant's  report 
recommending  that  top  b&l  execs  use  the  company  fleet  for 
all  travel,  including  personal  trips,  b&l  declines  to  comment. 

Gill  began  using  com- 
pany planes  to  reach 
his  home  in  Florida 
and  a  private  fishing 
club  in  Canada;  the  value  of  such  trips  is  included  in  his  in- 
come. And  Gill  commissioned  a  sparkling  new  $70  million 
headquarters  building  set  to  open  this  month. 

b&l's  new  statiu-e  also  meant  big  salaiy  jumps  for  Gill,  who 
took  home  .$362,000  in  1981,  liis  fii-st  yeai-  as  ceo.  While  share- 
holders did  well.  Gill  did  far  better:  In  1991,  he  pocketed  $6.5 
million,  an  eighteenfold  gain.  Tliat  was  followed  by  $5.7  million 
in  1992.  Although  a  fall  in  b&l's  stock  cut  Gill's  compensation  to 
$3.2  million  in  1993,  Gill  still  came  out  ahead  of  many  peei-s.  In 
an  annual  study  comparing 
CEO  pay  at  424  large  compa- 
nies, executive  pay  consultant 
Graef  Ciystal  foimd  that  even 
after  adjusting  for  company 
size  and  sharehokler  returns, 
GUI  earned  more  than  double 
the  market  average.  Because 
of  b&l's  eaiTiings  and  stock- 
price  drop  in  1994,  Gill  re- 
ceived no  bonus  on  top  of  his 
$1.1  million  salaiy  that  yeai'. 

b&l's  problems  were 
mounting  by  the  early  1990s, 
though.  Growth  was  slowing 
in  the  U.  S.  and  Europe. 
Gill's  strategy  of  moving  be- 
yond optics  to  a  broader 
range  of  health  products 
wasn't  panning  out:  Several 
big  acquisitions  were  either 
losing  money  or  barely  prof- 
itable. Ray-Bans  were  start- 
ing to  lose  cachet.  And  b&l  was  steadily  losing  market  share 
in  contact  lenses  to  Johnson  &  Johnson,  which  had  caught  b&l 
sleeping  when  it  pioneered  disposable  lenses  in  1987. 
NEW  PACKAGING.  From  the  last  quarter  of  1992  until  early 
1994,  the  dealmaking  became  fi'antic.  To  move  Ray-Bans, 
the  division  tried  one  end-of-quarter  promotion  after  anothei'. 
At  one  point,  says  one  big  Ray-Ban  distributor,  "we  had 
nine  months'  inventory.  I  bought  extra  insurance  and  sweat- 
ed a  lot  at  night."  In  Latin  America,  too,  Perez-Gili  says 
one  late  1993  deal  in  which  he  loaded  six  months'  worth  of 
Ray-Bans  onto  a  Chilean  distributor  was  all  too  typical.  Gill 
denies  that  such  distributor-loading  took  place. 

Nowhere  did  the  situation  get  more  out  of  hand  than  in  the 
U.  S.  contact-lens  division.  Lacking  a  disposable  lens  to 
counter  .j&j,  the  unit  tried  a  shortcut.  Starting  in  1989,  it  took 
the  same  lenses  sold  since  the  1970s  and  repackaged  them  as 
the  frequent-replacement  Seequence  2  and  Medalist  brands. 
But  while  a  ]3air  of  the  older  Optima  lenses  went  for  about 
$70,  the  new  brands  went  for  as  low  as  $7.50. 
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When  Optima  consumers  discovered  that  they  were  pa 
roughly  10  times  more  for  the  same  product,  the  move  b 
fii'ed.  Irate  consumers  have  since  filed  a  class  action.  "It 
a  real  ripoff,"  says  Tim  R  Quinn,  one  Optima  weai'er  who's 
ing  b&l.  "I  was  led  to  beheve  that  they  were  the  only  le: 
I  could  wear."  b&l  dismisses  the  suit,  contending  that  pri 
reflects  volume  discounts  for  buying  more  lenses  per  ye 
"QUESTIONABLE."  Meanwhile,  the  division  was  churning 
new  and  ever-more-aggressive  marketing  promotions, 
offei'ed  eye  doctors  90-day  payment  terms  and  a  30% 
bate  if  they  took  a  large  package  of  lenses.  The  di\ision 
had  a  habit  of  constantly  rolling  over  unpaid  bills  so  that  | 
tomers  wouldn't  retui-n  unwanted  goods  for  credit.  "It 
total  mess,"  says  an  ex-rep.  "You  needed  a  degree  in  phi] 
to  figiu'e  out  the  bills." 

The  pressure  was  immense.  Sources  say  managers  inl 
Northeast  district  ordered  reps  to  simply  ship  pack! 
worth  $1,600  to  $2,400  containing  a  new  type  of  multii 
lens  to  every  account  that  hadn't  ordered  any.  "I  was  tol 
would  be  much  better  for  my  career  to  just  ship  the  pro| 
into  accounts,"  says  one  rep.  All  told,  says  another,  se\ 

hundred  doctors 
shipped  lenses  they  didn'j 
der,  and  the  shipments 
booked  as  sales.  Accour 
experts  say  booking 
ordered  products  as 
enues  apparently  violate^ 
counting  standards, 
sounds  wTong,"  says 
H.  Cai'ley,  a  longtime  aud 
with  Coopers  &  Lybif 
who  is  now  an  accour 
professor  at  the  Wha 
School.  Such  transact 
"appear  to  be  questior 
as  valid  sales." 

The  worst  was  yel| 
come.  In  mid-December, 
according  to  more  ths; 
dozen  sources,  Johnson  e  et 
about  30  of  b&l's  U.  S. 
tributors  to  a  meeting.^ 
told  them  they  were  ex}-i 
ed  to  take  huge  new  stocks  of  older  Optima  lenses — up  tc 
yeai-s'  worth — and  he  thi-eatened  to  sever  their  distributon 
ties  if  they  reftised.  However,  many  distributors  were  ass  t 
verbally  that  they  wouldn't  have  to  pay  for  the  lenses  v. 
they  sold  them.  All  but  two  agi-eed,  allowing  Johnson  to  h 
an  extra  $23  milhon  in  sales  in  the  final  days  of  1993.  Buti 
long  into  1994,  almost  all  of  the  unwanted  multifocal  le>i 
came  back  to  b&l.  And  the  distributors  refused  en  masai 
pay  for  the  huge  unwanted  Optima  inventories.  Now,  thp 
vision's  actions  are  at  the  core  of  an  sec  investigation  into  c 
sible  accounting  irregularities.  ' 

Gill  and  other  top  B&L  executives  blame  poorly  exec'e 
mai'keting  plans — and  point  the  finger  for  the  aggressiveai 
tics  squarely  at  Johnson.  Although  he  approved  the  geii" 
strategy.  Gill  says  he  had  no  idea  Johnson  would  ship  a!,|li 
goods  in  December.  Moreover,  after  the  1993  fiasco,  GiU  sa> ! 
discovered  that  the  contact-lens  managers  "made  the  dec.o 
in  ApiH  or  May  that  they  wei'e  going  for  a  maximum  bonf. 
Johnson  calls  that  account  "ludicrous."  He  says  bothM 
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AMASS  POWER. 

destroy  your  enemies. 
Make  millions  doing  it. 

Yes,  it's  the  80's  all  over  again. 


r 


i 


C'MON,  ADMIT  IT. 

You'd  JUST  love  to 

STRAP  ON  THOSE 
SUSPENDERS, 
pER  ON  THE  HAIR  GEL,  AND  PLAY  A  GOOD 
t|sHIONED  GAME  OF  LEVERAGE  BUYOUT, 
'  %ELL,  TAKE  HEART.  THOSE  KINDER, 
riER  DAYS  MAY  BE  GONE,  BUT  THEIR 


ON  WITH  ARCADE 

lics  ON  Game  Boy* and 
[GAME  Boy.*  All  your 

FAVORITE 
80'S 

GAMES  . 
(HOSTILE 

takeovers 
aside)  are  back.  ho^n 
0-in-one  game  paks. 

steroids*' together  with  missile  command' 


CENTIPEDE*' 
WITH  MILLIPEDE*'  GALAGA®' 
AND  GALAXiANf  DEFENDER*'* 
AND  JOUST.*' And,  OF  COURSE, 
THE  QUINTESSENTIAL  80'S 

CLASSIC;  Space  INVADERS*' So 

GRAB  THOSE  PINSTRIPES, 


DUST  OFF  THAT  GOLD 
WATCH,  AND  WHILE 
YOU'RE  AT  IT,  BUY 
UP  ALL  THE  ARCADE 
CLASSICS  YOU  CAN  GET 
YOUR  HANDS  ON, 
AFTER  ALL,  GREED  iS  GOOD. 

(Nintendo) 


AOL@keyword:  NOA 
www.nintendo.com 

'i1979  1995  Atari  Corp.  2  Missile  Command  -  f  1981  1995  Alan  Corp  3Cenlipede'  1932, 1995  Alan  Corp  4  Millipede'  f,  m3, 1995AlariCorp  Developed  byAccolade,  he  bcensedtoNinlendo  Asteroids,  Missile  Command,  Cenlipede  and  l/Hlipf-de are 
«temateolAtanCorp.5Gala9a"and41981, 1995NamcoUd  6Galaxian'3nd  "  1979, 1995NarncoLld  AJRi9WsReserved,UcerisedtoNintendo,  7Defender'aiid9l980, 1995VVilliarnsEleclronicGarTieslric  8 Joust'  and £1982, 1995WlliamsBeclronicGameblnc  AiiRiglils 
sssed  to  Niiteiido,  Defender,  Joust  and  Williams  are  trademarks  ol  Williams  Electronic  Games  Inc  9  Space  ln»ade/s'  and  1 1 994  Tailo,  licensed  to  Nintendo.™  and '  are  trademarks  ol  Nintendo  ol  Amenca  Inc  S 1 995  Nintendo  of  Amenca  Inc 


iiii-iirans  have  a  special  place 
rvcd  in  their  hearts  for  this 

I  v's  forests.  Aftei-  all.  our 
I-  symbolize  America's  wild 
II  i-  and  serve  as  an  anti(h>te  lo 
-I I'ialization.  Therefore,  it's 

il  to  want  our  forests  to  he 

led  forever. 

-ides  serving  as  living 
!i  rs  of  our  heritage,  forests 
1 1) vide  us  with  wood  for 
|ir<tducts  and  lundier.  So  it's 
all  of  us,  as  a  country,  to 
our  forests  in  ways  that 
ntee  they  will  continue  to 
ind  thrive. 

lerica  has  several  different 
of  forests  that  fulfill  distinct 
and.  therefore,  need  to 
ited  differently, 
derness  forests  deserve  spe- 
'otection  to  ensure  they  will 
i  he  there.  Forest  manage- 
echniques  practicetl  here 
•event  self-destruction  due  to 
ire  or  disease  and  give  people 
to  trails  and  campsites, 
t'orking  forests,  the  j)riority 
stive  harvesting  for  high- 
y  woods  and  wood  fiher 
'ts.  At  the  same  time,  the 
ge  is  to  make  sure  no  harm 
the  wildlife,  watersheds,  soil 
■e  of  the  forest, 
are  tree  farms,  where  trees 
yield  more  wood  fiber  are 
I,  raised,  harvested  and 
just  like  any  other  agri- 
crop.  Exce])t  each  growing 
!i  last  up  to  50  years, 
if  this  leaves  us  with  the 
iiiility  to  recognize  the 
nee  of  each  kind  of  forest 
ure  that  each  is  treated 

gly- 


WHAT  WE  ARE  DOING. 

Every  year.  International 
Paper  spends  millions  to  find 
better  ways  to  protect  and 
manage  the  different  forests  on 
our  six  million  acres.  More 
than  4.50  professional  foresters 
j)rolect  wetlands,  watersheds 
and  wildlife,  whether  endan- 
gereil  or  not. 

Areas  of  our  forestland  that 
contain  uni(|ue  ecosystems 
remain  untouched.  On  occa- 
sion, we  sell  or  donate  these 
tracts  to  environmental  groups. 
For  example,  9,000  acres  of 
Carolina  Bay  wetlands  are  now 
part  of  the  Lewis  Ocean  Bay 
Heritage  Preserve,  which  we 
helped  create.  And  recently  we 
gave  20,000  acres  of  protected 
land  in  the  Adirondacks  to  The 
Conservation  Fund. 

About  half  of  our  lands 
are  working  forests,  carefully 
managed  for  sustainable  yields 
of  wood  and  wood  pulp.  Much 
of  this  was  depleted  farmland 
that  we  bought  and  reforested 
more  than  100  years  ago. 

Roughly  40  percent  of  our' 
land  consists  of  tree  farms, 
where  crops  are  harvested  and 
replanted  in  25-  to  50-year 
cycles.  These  renewable  tree 
farms  reduce  the  burden  on 
other  types  of  forests. 


WHAT  IT  MEAN,S 
TO  YOU. 

\ou  can  have  as 
nnu-h  jiaper  and  lund)er 
as  you  need  to  omduct 
your  business  or  ]»er- 
sonal  life  and  feel 
confident  that  neither 
were  obtained  at  the 
cost  of  our  wilderness 
forests,  wildlife  or 
delicate  ecosystems. 

And  you,  your  chil- 
ilren  an»l  y»)ur  children's 
children  will  always  have 
a  variety  of  forests  in 
which  t<i  comnunie  with 
nature. 

If  you  have  questions 
or  would  like  to  talk 
more,  call  Dr.  Sharon 
Haines,  Manager  of 
Natural  Resources,  at 
1-800-455-1046. 
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and  ZaiTella  knew  of  and  approved  the  $23  million  in  yeai'end 
shipments.  Indeed,  says  Johnson,  had  he  really  been  seeking 
to  maximize  his  bonus,  just  half  of  that  giant  yearend  ship- 
ment would  have  done  it.  "Either  I'm  completely  out  of  my 

mind"  to  have  shipped 
the  whole  thing,  says 
Johnson,  or  "somebody 
asked  for  more  rev- 
enue to  make  . . .  the  budget  for  the  corporation." 

b&l's  internal  financial  documents  cleai'ly  show  the  strain  of 
efforts  to  pump  up  sales.  Receivables  rose  about  25%  in  1993  to 
hit  $506  million.  That  equaled  90  days  of  sales,  which  account- 
ing experts  say  is  liigher  than  the  45  to  60  days  they'd  expect. 
But  in  b&l's  annual  report,  receivables  were  shown  at  just 
$385  million.  Why?  B&L  "factored"  $105  million  worth  of  re- 
ceivables, selling  them  to  a  thirxl  paity  to  i-aise  cash,  b&l  ai'gues 
this  is  a  nonnal  practice  that  doesn't  requii'e  disclosure.  But  Sy 
Jones,  a  factoring  expert  at  Coopers  &  Lybrand,  strongly  dis- 
agrees. "I  would  consider  it  required  disclosui'e  to  footnote 
the  nature  of  a  factoring  arrangement  and  the  in- 
terest rate  being  paid."  ON  THE  RISE:  New 

Yet  despite  the  rising  receivables,  b&l's  internal  company  headquarters 
financial  docimients  show  no  letup  in  the  pressure  nearing  completion  in 
for  results.  Revenues  for  the  division  were  tar-  downtown  Rochester 
geted  to  rise  yet  again  in  1994, 
from  $151  million  to  $176  mil- 
lion. But  with  distribution 
channels  chock-fuH,  actual  sales 
for  1994  slid  to  just  $85.8  mil- 
lion, and  the  unit  posted  a 
$61.7  milhon  loss. 

Indeed,  as  the  1993  over- 
loading took  its  toll,  many  di- 
visions faced  the  same  sharp 
drop.  While  U.  S.  eyewear 
sales  had  been  budgeted  to  rise 
5%  in  1994  to  $200  milhon, 
they  tumbled  to  $153.5  million. 
Latin  America  and  Canada 
sank  26%  below  target,  while 
the  oral-care  unit  lagged  by 
30%.  By  June,  1994,  Gill 
warned  investors  that  profits 
would  tumble,  b&l's  shai'es  fell 
to  around  30,  though  they've 
since  retui-ned  to  around  39. 
But  investors  wei'en't  told  the 
details  behind  the  biggest  can 
of  woiTHs:  Hong  Kong. 

In  the  fall  of  1994,  auditoi-s 
jetted  out  to  Hong  Kong  fi'om 
b&l  headquarters.  The  team 
spent  eight  months  combing 
through  records,  grilling 
staffers,  and  counting  invento- 
ry. The  man  they  questioned 
the  hardest  was  Chan,  the 
longtime  head  of  the  Hong 
Kong  operation,  which  handler! 
sales  in  most  of  Southeast 
Asia.  Chan's  superb  track 
record  had  made  him  a  "hero" 
around  Rochester,  recalls  for- 
mer President  McDennott.  In 
early  1993,  Chan  was  promot- 
;  ed  to  head  all  of  Asia-Pacific. 

Facing  intense  pressure  to 
I  keep  it  up,  the  unit  allegedly 
i  intensified  the  ha  dan  trick — 
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the  fake  sale  of  sunglasses  that  were  dumped  in  warehoit 

Some  of  those  sunglasses  would  then  be  sold  to  legiti  a'- 
distributor  the  next  quarter.  But  sources  allege  that  Chands^ 
may  have  been  boosting  sales  by  diverting  sunglasses  n 
the  gi'ay  market.  Hong  Kong  was  a  natural  origin  poinf 
gi'ay-mai"ket  activity,  because  Chan  was  selling  glasses  forO 
to  30%  below  b&l's  prices  in  the  U.S.  and  Europe.  In  pail" 
low  prices  were  due  to  local  competition  and  to  compensat  i 
high  duties  in  some  countries.  But  sources  also  say  (i; 
would  use  his  marketing  budget  to  fund  secret  rebate 
customers,  in  effect  lowering  their-  buying  price. 

Ray-Bans  seemed  to  find  their  way  into  the  gi'ay  mark, 
unusually  low  prices — perhaps  with  Chan's  dir-ect  complicit 
eithei'  case,  those  prices  allowed  buyers  to  undercut  wholl 
prices  in  Eiu'ope  and  elsewhere.  One  gi'ay-market  dealer| 
BUSINESS  WEEK  that  he  approached  Chan  personally  in 
1992  about  buying  discounted  sunglasses  for  shipmei] 
Italy  and  Latin  America.  Chan  directed  him  to  two 
Kong  companies,  he  says.  Invoices  provided  to  business 
show  that  one,  Chamberyan  Thom,  offere 
sell  the  Aviator  for  $25.13  apiece  in  early  IJ 
this  buyer.  During  that  period,  a  large 
Kong  optical  chain  says  it  was  buying  the 
model  clirectly  from  b&l  for  about  $32  to  $84J 
gi-ay  mai'keteer  says  mai 
the  glasses  ended  up  in  lu 
S.  L.  Chiu,  the  manage 
Chambeiyan  Thom  whosi 
nature  is  on  the  invoice: 
nies  that  Chan  referred 
pie    to    his  company 
discounted  glasses  and  d( 
selling  such  glasses.  But  ^ 
pressed,  he  added:  "We 
not  doing  that  now." 

In  1994,  the  Hong  I 
unit  started  to  um-avel.  I 
sources  say  the  end  ( 
when  accounts  receivabL 
the  roof,  in  part  becaus 
dan  sales  that  had 
booked  to  legitimate  dis 
utors  weren't  being  paid 
Gill  declines  comment  on 
allegation.  After  b&l  aud 
started  the  in-depth  pi 
they  found  about  a  half 
lion  sunglasses  worth  rou 
$12.5  million  piled  up 
rented  warehouse.  How 
got  there  remains  in  dis] 
Gill  says  that  in  the  face 
weakening  economy, 
simply  sold  too  much  in 
tory  to  distributors  stai 
in  "late  1993,  then  decid 
without  company  appro\]l' 
to  take  back  large  amoun  ' 
September,  1994.  Oi' 
somx-es  say  some  of  the  g  s; 
es  were  indeed  returneejti 
customers,  but  many  we? 
result  of  faked  ba  dan  sa  s 
Chan  retired  in  late  ;f 
as  did  his  controller.  Jut 
H.  K.  Tsang.  B&L  says  « 
had  planned  to  retire  any;i 
Neither  responded  to  BUSi 
week's  requests  for  intervA 
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After  B&L's  problems  surfaced,  Gill  ordered  managers 
to  follow  the  most  conservative  practices  possible 
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veral  other  managers  also  left  ai'ound  the  same  time.  When 
i  problems  came  to  light  in  1994,  McClusld  says  b&l,  its  au- 
ors,  Price  Waterhouse,  and  the  audit  committee  of  the 
ird  reviewed  the  situation  in  Hong  Kong.  Their  conclusion: 
le  problems  did  not  materially  affect  Bausch  &  Lomb's 
jlished  financial  statements." 

3utside  accounting  experts  say  b&l  probably  could  not 
'e  known  if  the  Hong  Kong  unit  was  indeed  using  tricks 
h  as  fake  invoices.  But  if  they  could  not  have  known 
oifics,  sources  close  to  b&l  contend  that  lax  headquarters 
i  sight  shares  in  the  blame.  Happy  with  Chan's  numbers, 
say,  Rochester  paid  little  attention  to  how  he  produced 
n.  The  targets  for  1993  "were  too  big  for  Southeast  Asia," 

one  b&l  source.  "I  tried  to 
conservative,  to  bring  it  up  to  TRAINING  GROUND:  B&L 
dquarters."  But  headquarters,  introduced  its  tactics 
;ays,  simply  told  him  they  had-  to  Outlook  Eyewear,  a 
lied  hard  enough.  unit  acquired  in  1992 

'ne  way  to  gauge  a  company's 
are  is  to  examine  how  it  as- 
lates  an  acquisition.  What  core 
,es  does  it  instill  into  a  new 
?  What  kind  of  conduct  is  en- 
uged  or  fi'owned  upon? 
ike  the  case  of  Outlook  Eye- 
r  Co.,  a  big  player  in  under- 
sunglasses  that  b&l  acquired 
)92.  The  money-losing  compa- 
lecame  a  training  ground  for 
executives.  McCluski,  now 
i  CFO,  was  Outlook  president 
1992  to  early  1994.  He  was 
ved  by  James  T.  Hom,  who 
■  this  year  was  sent  to  clean 
long  Kong.  But  in  turning 
)ok  ai'ound,  the  two  employed 
iety  of  questionable  methods. 
1  Red  Ball  day  loomed  and 
were  behind  target,  McClus- 
Hom  would  simply  ship  some 
*s  in  advance,  and  hope  to 
1  early  shipment  penalties, 
r  times,  reps  were  told  to  of- 
leentives  such  as  price  cuts 
tended  credit  to  move  up  a 
lent  by  a  few  days.  Outlook  also  would  ship  goods  eai-ly 
5ll  truckers  to  take  theii-  time. 

Cluski  says  neither  he  nor  Horn  engaged  in  these  prac- 
He  says  some  goods  were  shipped  early  in  the  fii'st  few 
is,  but  only  because  of  warehouse  snaflis.  "We'd  never  in- 
nally  ship  before  a  customer's  start  date,"  he  says.  And  he 
!  salespeople  ever  offered  discounts  to  move  up  sales.  But 
ESS  week's  account  was  independently  confirmed  by 
different  soui'ces.  If  they  ai-e  con-ect.  Outlook,  too,  began 
ig  the  line  of  acceptable  accounting  practices.  "It's  ques- 
ile"  if  dehberate  early  shipments  should  count  as  sales, 
'!lobert  S.  Kay,  a  professor  of  accounting  at  New  York 
rsity's  Stem  School  of  Business.  "If  it's  done  deliberate- 
on  a  widespread  scale,  it's  virong." 
3r  the  SEC  investigation  was  launched  eai"ly  this  yeai;  b&l 
If!  vent  a  remai-kable  transformation.  Gill  and  other  top  ex- 
3S  ordered  the  company  to  follow  the  most  conservative 
■i;es  possible.  Insiders  and  customers  say  there's  no  more 


quarter-end  wheeling  and  dealing.  Sunglass  distributors  are 
asked  to  have  no  more  than  thi-ee  months'  inventory  in  stock. 
Bonus  pohcies  have  been  changed  to  reflect  broader,  longer- 
tenn  goals,  b&l  has  also  now  shifted  to  global  management  of 
its  product  lines.  Sales  for  the  first  half  were  up  8.5%  to  $1  bil- 
lion while  earnings  from  continuing  operations  apart  from 
one-time  changes  were  down  10.3%  to  $61.6  million. 

b&l's  boai'd,  too,  has  lit  a  fire  imder  management.  The  audit 
committee  met  several  times  to  review  b&l's  1994  financial 
statements  and  insisted  that  controls  be  strengthened.  "The 
boai"d  made  it  very  cleai"  that  this  type  of  behavior  wasn't  ac- 
ceptable," says  Kenneth  L.  Wolfe,  chaiiTnan  of  Hershey  Foods 
Corp.  and  head  of  b&l's  audit  committee.  But  he,  too,  sees  1993 
as  an  isolated  case.  "Unfortunately,  when  you  have  opera- 
tions scattered  throughout  the  woi'ld,  people  do  things  they 
shouldn't,"  he  says.  "But  I  don't  think  there's  a  lai'ger  problem." 

As  for  Gill,  he  seems  to  reser-ve  little  blame  for  himself.  "It's 
generally  accepted  that  day-to-day  operations  of  a  company  ai'e 


overseen  by  the  chief  operating  officer,"  he  says.  "I  don't 
mean  to  pass  the  buck,  but ...  as  chauTnan  I'd  have  only  a  gen- 
eral understanding  of  what  happened."  Gill  also  professes  as- 
tonishment that  any  b&l  exec  could  have  gotten  the  message 
that  etWcs  should  take  a  backseat  to  numerical  goals.  "I  have 
no  idea"  why  people  would  beKeve  that,  he  says.  "We  think  we 
are  the  most  honorable  beings  on  the  face  of  the  earth." 

Corporate  ethics  specialists  suggest  Gill's  explanation  may  be 
less  than  complete.  Blaming  individuals  for  multiple  ethical 
lapses  "is  typical  of  companies  that  are  well  into  denial,"  says 
Wan-en  Bennis,  chairman  of  the  Leadership  Institute  at  the 
University  of  Southern  California's  business  school  and  the 
author  of  several  books  on  corporate  leadership.  "They  see  no 
pattern  despite  the  accumulation  [of  events].  A  few  bad  people 
become  scapegoats  for  the  system." 

A  sharp  dissonance  between  the  message  that  senior  ex- 
ecutives beUeve  they're  sending  out  and  the  message  heard 
by  those  down  the  hne  is  also  typical  of  companies  with  eth- 
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ical  problems,  say  ethics  specialists.  The  ceo  "may  believe  he's 
telling  them  not  to  get  into  trouble,"  says  use's  Bennis.  "But 
if  all  the  verbal  and  nonverbal  signs  sent  out  focus  on  making 
the  numbers,  he's  giving  them  license  to  do  unethical  things." 

Real  questions  re- 
main as  to  how  deep 
the  changes  at  b&l  go. 
Even  Johnson  and 
Chan — the  two  division  heads  held  most  directly  responsible — 
were  not  punished.  And  the  two  men  in  charge  of  bringing 
b&l's  questionable  methods  to  Outlook  have  been  promoted 
and  put  in  charge  of  cleaning  up.  "It  blows  my  mind,"  says  a 
current  sales  manager  at  b&l.  "If  it's  so  important  now  that 
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we  cross  the  i's  and  dot  the  t's,  what  happened  to  the  p(|)le 
who  were  doing  all  this  before?" 

As  for  Dan  Gill,  he  still  sits  in  the  chairman's  offin  in 
Rochester,  awaiting  a  move  to  his  sparkling  new  headdar- 
ters.  One  former  executive  remembers  a  videotape  pnen- 
tation  featuiing  Gill  that  was  sent  out  to  remote  locatior  ; 
ter  the  sec  investigation  and  b&l's  disastrous  1994  rei 
were  announced.  In  the  video,  this  executive  recalls, 
blamed  the  problems  on  poor  decisions  by  individual  di\ 
presidents  and  said  the  divisions  needed  closer  monitorin.! 
was  like  slapping  the  hands  of  children,"  says  this  execi  - 
"when  they  were  really  acting  on  Daddy's  orders." 

With  Joyce  Bamathan  in  Hong 


MONEY-LAUNDERING  IN  MIAMI? 


Back  in  1985,  Bausch  &  Lomb  ex- 
ecutives noticed  that  many  of 
their  distributors  in  Miami  and 
New  York  were  selling  to  Latin 
American  customers.  So  b&l  set  up 
Lamex,  a  new  Latin  American  ex- 
port unit  near  the  Miami  airport.  It 
became  one  of  the  company's  fastest- 
growing  divisions:  By  1990,  sales  hit 
nearly  $25  milUon. 

But  many  of  the  Miami  deals  were 
highly  unusual.  Latin  American  and 
Caribbean  customers  would  arrive 
with  up  to  $50,000  in  cash  to  pay  for 
Ray-Ban  sunglasses,  according  to 
more  than  a  half-dozen  former  execu- 
tives. The  unorthodox  sales  added 
up:  In  1990,  according  to  internal  b&l 
documents  reviewed  by  business 
WEEK,  Lamex  received  $5.6  million — 
23%  of  its  total  sales — in  cash,  cash 
equivalents,  and  third-party  checks. 
Former  executives  say  the  cash 
transactions  were  well  knovm  at  b&l. 
"The  auditors  would  come  in  and  see 
cash  lying  on  the  table  and  ask, 
'What's  that?' "  says  Armando  Perez- 
Gili,  a  fornier  Ray-Ban  sales  manag- 
er. "I'd  say,  'One  of  our  customers 
just  paid  us.' "  A  higher-level  foiTner 
manager  in  Rochester,  N.  Y.,  recalls 
questions  being  raised  at  headquar- 
ters in  1988,  but  nobody  stopped  the 
flow.  "There  was  an  urgency  to  meet 
the  numbers,"  he  says. 
SWIFT  JUSTICE?  Of  course,  there's 
nothing  illegal  about  accepting  cash; 
stiff  exchange  controls  and  high  tar- 
iffs mean  many  Latin  Americans  pay 
cash  in  Miami.  But  federal  officials 
say  tiny  warehouse  operators  ac- 
count for  most  of  this  trade.  Multina- 
tionals deal  in  it  only  rarely.  "There's 
a  reason  that  people  are  paying  a  lot 
of  cash,"  says  one  Internal  Revenue 
Service  investigator.  "It's  an  indica- 
tion customers  could  be  purchasing 
[vrith]  narcotics  currency." 

b&l  declined  to  discuss  Lamex, 
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saying  in  a  vnitten  statement  that 
"in  an  organization  the  size  of  Bausch 
&  Lomb,  there  will  be  occasions 
when  violations  of  company  policy 
will  be  discovered,  and  we  vrill  deal 
with  them  swiftly  and  appropriately." 
But  former  managers  say  b&l's  Mia- 
mi shop  took  an  even  more  dubious 
foiTB  of  payment:  checks  drawn  on 
third-party  bank  accounts  made 
payable  to  someone  else,  and  then 
endorsed  over  to  B&L.  Federal  offi- 
cials say  such  checks  were  commonly 
used  to  launder  drug  money  in  the 
late  1980s  and  early  1990s.  Colombian 
money-exchange  houses  were  used  as 
go-betweens  to  launder  funds  for 
drug  lords,  who  would  provide  dollar 
checks  to  the  exchange  houses.  Al- 
though unfamiliar  vrith  the  specifics 
of  the  b&l  transactions  and  not  com- 
menting on  them,  Wilmer  Parker, 
chief  of  the  drug  division  in  the  At- 


Lamex'  general  manager,  Anthony 
Brea,  and  his  controller  resigned.  Bi 
admits  he  diverted  lenses  through 
Canada,  but  says  reports  of  other  ir- 
regularities are  "totally  incorrect." 
HIT  THE  TARGET.  A  new  manageme' 
team  installed  by  Rochester  spent 
two  months  combing  thi'ough 
records.  One  key  issue  that  the  ne 
managers  never  resolved:  Did  Bre; 
follow  rules  requiring  businesses  ai 
cepting  more  than  $10,000  in  cash 
a  transaction  to  file  with  the  iRS? 
Brea  swears  that  "in  that  area,  b& 
was  very  strict.  We  followed  all  the 
guidehnes."  But  other  ex-managers 
say  the  iRS  forms  weren't  filled  out 
until  late  in  Brea's  temxi-e.  The  new 
managers  told  buyers  that  "if  they 
wanted  to  pay  cash,  they  needed  tc 
follow  proper  procedures,"  says  ont 
"We  didn't  see  them  again." 

After  the  cleanup,  the  new  man- 


According  to  internal  documents  at  B&L, 
the  company's  Miami  unit  received  23%  of 
its  1990  sales  in  cash  or  third-party  checks 


lanta  U.  S.  Attorney's  office,  says 
generally:  "If  a  company  was  accept- 
ing third-party  checks  not  payable  to 
itself,  either  they  were  doing  so  with 
a  blind  eye  to  whether  they  were 
aiding  and  abetting  money-launder- 
ing, or  they  were  doing  it  vrith 
knowledge  of  what  they  were  doing." 

If  b&l  headquarters  didn't  seem  to 
care  much  about  Lamex'  customers, 
executives  in  Rochester  worried  about 
another  issue.  After  getting  wind  that 
the  Lamex  division  might  have  been 
diverting  goods  back  into  the  U.  S. 
market  did  headquarters  order  a  thor- 
ough audit.  Insiders  say  they  uncov- 
ered significant  irregularities,  and 


agement  team  presented  a  report  o 
the  Miami  operations  to  top  corpo- 
rate management  in  late  1991.  The^ 
claimed  that,  of  $24.6  million  sales  i 
1990,  just  $13  million  was  legitimat 
The  rest  went  to  questionable  cus- 
tomers or  pi'oducts  that  were  diver 
ed  back  into  the  U.  S.  or  Europe. 
Nevertheless,  b&l  headquarters  in- 
sisted they  boost  1991  sales  above  ' 
the  prior  year's.  Says  one  high-ranl 
ing  former  manager:  "We  were  told 
'The  shareholders  don't  care  where 
the  revenues  were  coming  from  be^ 
fore.  You  have  to  make  it  up.' " 

By  Mark  Maremont  in  Bost^h\ 
with  Gail  DeGeorge  in  Miami 
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For  Insight  Into  Better 
Order  Processing,  A  Gravel 
^     Company  Dug  Into  An 
^  Innovative  Banking  Process. 

r7^  Where  Should  You  Dig? 


ikai 


•ete 
e«lii 

ip." 

'ill 


Aine  your  own  deep  insights  with 
\elp  of  the  Global  Best  Practices*' 
each.  Arthur  Andersen  profes- 
ils  will  work  closely  with  you  to 
ement  effective  solutions. 
'  heir  secret?  Years  of  experience 
5  the  exhaustive  Global  Best 
ices  knowledge  base,  available 
'  to  them.  If  s  the  first  of  its 
la  and  stUl  without  peer. 

hur  Andereen,  Arthur  Andersen  &  Co,  SC  All  nghts  reserved. 


Aggressively  enriched,  it  abounds 
with  breakthrough  quantitative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  cUent 
experience  and  extensive  research. 
Plus,  published  examples  like  the 
gravel  company  that  patterned  its 
order  processing  after  an  ATM  system. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver  a 


rock-sohd  performance.  Call 
1-800-313-3209  or  visit  our  Web  site 

at  httpi/luiLwArthur Andersefi.com. 

Global  Best  Practices'*^ 
Putting  Insight  Into  Practice?" 

Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 


er  to  totally  redesign 
of  home  computing^ 


utnent  -  WoidPad 


At  Acer®,  we've  got  lofty  goals.  As  do  our  customers.  So,  before  setting 

We  Aspire 

out  to  redefine  personal  computing  for  the  home,  we  listened  to  their 

to  greatness. 

needs,  their  concerns,  and  even  their  hopes  and  dreams.  The  result? 
The  new  Acer  Aspire™  Minitower  computer.  Just  BB^^^^^Ii^^ 


one  look  at  Aspire  suggests  something  radically 
different.  The  way  it  looks  more  suitable  for  the 


den  or  home  office  than  your  standard  corporate  cubicle.  The  way 
its  inviting  design  meshes  perfectly  with  its  powerful  features,  which 
include  the  Intel®  Pentium®  processor.  The  way  Aspire  practically  sets 
itself  up,  easing  the  fears  of  new  PC  users.  Aspire  is  what  people  think 
a  home  PC  should  be.  It's  a  bold  approach,  and  one  that  people  are 
responding  to  with  overwhelming  enthusiasm.  Aspire  is  representative 
of  the  way  we  at  Acer  approach  every  challenge,  every  day— with  the 
kind  of  thinking  that  redefines  leadership  in  the  computing  marketplace. 


Designed  for ' 


Microsoft 
Windows-gs 


VoY  additional  information  about  the  Aspire  Minitower  Computer  or  tfi 
contact  a  retailer  near  you,  call  1-800-381-ACER.  AcerXpress  Faxback 
System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 


Finance  ^  


SECURITIES  FIRMS 


INVESTMENT  BANKEN 
IS  BOOMING... 


For  Montgomery  Securities,  the 
1990s  have  been  the  gold  rush 
years.  The  25-year-old  San  Francis- 
co investment  bank,  which  caters 
to  growth  companies  often  too  small  for 
the  big  Wall  Street  firms,  is  riding  two 
of  the  major  booms  of  the  decade:  the 
sui-ge  in  initial  public  offerings  and  the 
explosion  of  the  mutual-fund  business. 
Its  annual  growth-stock  conference, 
which  attracted  1,000  brokers,  manag- 
ers, and  other  investment  pros  last 
month,  has  become  the  biggest  such 
gathering  since  Michael  Milken's  Preda- 
tors' Ball.  The  fast-moving,  privately 
held  firm,  which  at  the  turn  of  the 
decade  had  just  $100  million  in  revenue, 
expects  to  gross  $400  million  this  yeai' — 
and  is  shooting  for  $1  billion  by  2000. 

Thomas  W.  Weisel,  54,  the  c'^.o,  chair- 
man, and  founder,  as  well  as  a  competi- 
tive cycUst  and  avid  art  collector,  is  de- 
lighted to  flout  the  securities  industry's 
East  Coast  bias.  "You  don't  have  to  go 
to  New  York  to  get  a  financial  adviser, 
an  underwriter,  or  an  institutional  bro- 


WEISEL:  "Due  diligence  is  not  going  to 
tell  you  what  the  future  holds" 

ker,"  he  says.  His  lofty  goal  for  the  one- 
time boutique  fii'm  is  to  surpass  in  size 
three  of  the  six  major  "bulge  bracket" 
fii'ms  that  do  the  lion's  share  of  invest- 
ment banking. 

VOLUME  DEALING.  But  as  Montgomery 
reaches  for  such  (h-amatic  gi-owth,  ques- 
tions are  arising  about  whether  it  is 
taking  shortcuts,  sacrificing  quality  deals 
for  quantity,  and  alienating  customers 
in  the  process.  A  piime  case  is  its  initial 
pubUc  offerings  business.  The  firm  has 
been  the  lead  underwriter  for  such 
superstars  as  Lone  Star  Steakhouse  & 
Saloon,  StrataCom,  and  Sunglass  Hut. 
And  it  has  downplayed  volatile  technol- 
ogy stock  deals,  which  account  for  only 
20%  of  its  offerings.  But  the  firm's  aver- 
age IPO  return  since  1990  is  68%,  foiuth 
place  behind  rivals  Morgan  Stanley 
Group,  Alex.  Brown  &  Sons,  and  Wil- 
liam Blair.  That's  only  a  little  better 
than  the  63.5%  return  of  the  Standard  & 
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...BUT  ITS  IPO 
RECORD  IS  SO-SO 

Average  performance  of  initial  pi 
offerings  in  the  aftermarket,  Jar 
1990,  through  Aug.  31, 1995 
Lead  Manager 

MORGAN  sfAHLEY  12 


ALEX.  BROWN  &  SONS 


9! 


WILLIAM  BIAIR  7' 
MONTGOMERY  SECURITIES  61 


PRUOENTIAL  SECURITiES 
GOLDMAN  aiCHS 
HAMBRECHT  &  aim 
LEHMAN  BROS. 
ROBERTSON  STEPHENS 


MERRILL  LYNCH  &  CO. 


41 
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Poor's  500-stock  index  during  this  p 

Montgomery  is  also  a  target  feyy 
least  six  class  actions,  most  invo  (js'^ 
IPOS.  They  charge  that  the  firm  on  ^ 
or  misrepresented  material  facts,  u  lOju 
ly  in  prospectuses.  Three  cases  steiy, 
been  settled  for  more  than  $7  m 
plus  stock  and  wan-ants,  accordir 
the  newsletter  Securities  Class  A  ijjjjjj^ 
Aleti.  While  dechning  comment  onll  ip- . 
ticular  deals,  Weisel  says  his  'r 
shouldn't  be  held  liable  when  clientd 
liberately  covered  up  bad  news.  M 
cent  U.  S.  Court  of  Appeals  ruling  r. 
request  to  overturn  summary  judgs 
involving  a  stock  offering  by  Soft  a 
Toolworks  Inc.,  undei-written  by 
gomery  and  Paine  Webber,  said  it  w 
reasonable  inference  . . .  that  the  Ui  e 
wi-iters  knew,  or  should  have  knovii 
this  fraud." 

There  ai-e  also  questions  about  M 
gomery's  five-year-old  and  rapidlje 
paricUng  mutual-ftmd  gi-oup.  While  fi^^^^, 
of  its  funds  have  been  hot,  the  gT'llKve^j* 
performance  has  been  mixed,  especUf^jji^ 
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s  year.  According  to  Lipper  Analyti- 
Services,  only  two  of  the  firm's  14 
ids  ranked  in  the  top  20%  in  total 
urn  from  Dec.  31,  1994  through  Oct. 
1995. 

5ome  attendees  at  this  year's  growth- 
ck  conference  complained  that  too 
tiy  Montgomery  undei-writing  clients 
•e  on  the  program.  They  were  partic- 
•ly  outraged  by  client  Hollywood  En- 
.ainment  Corp.,  a  Beaverton  (Ore.) 
30  rehtal  company.  Its  stock  reached 
3W  high  of  34  on  Sept.  19,  the  very 
CEO  Mark  J.  Wattles  told  attendees 
was  comfortable  with  Wall  Street's 
)  earnings  forecast  of  54(?  a  share. 
<H  AND  CRASH.  But  on  Sept.  28,  the 
k  plunged  nearly  $6.  Minutes  after 
market  closed,  Hollywood  Entertain- 
t  reported  that  third-quarter  reve- 
i  would  be  7%  below  expectations, 
that  same-store  sales 
Id  be  down  S9t  to 
The  stock  dropped 
her  6  points  the  next 
It  closed  at  2'M  on 
11.  Hollywood  En- 
linment  did  not  re- 
calls seeking  com- 
.  Says  one  New 
money  manager: 
t's  why  I  don't  go 
[ontgomery  confer- 
anymore.  Their 
s  run  up  and  crash." 
jisel  vigorously  re- 
these  criticisms.  He 
s  that  only  half  the 
anies  on  the  confer- 
program  are  invest- 
banking  clients.  As 
ollywood  Entertain- 
he  says  Montgom- 
ncourages  clients  to  disclose  bad 
quickly  and  that  the  firm's  due 
nee  is  exhaustive.  But  he  argues 
in  dealing  with  young  companies, 
nost  thorough  due  diUgence  is  not 
to  tell  you  what  the  future  holds." 
isel  insists  that  criticism  of  the 
von't  prevent  its  investment  bank- 
id  institutional  brokerage  from  at 
doubling  revenue  in  the  next  five 
.  He  also  has  high  hopes  for  the 
.6  client  business,  which  specializ- 
investing  money  for  wealthy  indi- 
!s,  many  of  whom  got  that  way 
king  their  companies  public  via 
livSB  ?omery. 

^lontgomery  is  going  to  reach  $1 
by  the  turn  of  the  century,  Weisel 
going  to  need  strong  gi-owth  from 
;omery  Asset  Management.  This 
iiiu  1-fund  and  institutional-account 
"lai  ement  business,  which  opened  its 
fioc,  only  five  years  ago,  now  has  $6.5 
tiit  in  assets  under  management  and 
^  revenue  of  $46  million.  Consider- 
■iig  e  cutthroat  competition  in  asset 


MANAGED  ASSETS 
ARE  ROCKETING... 


ASSETS  MANAGED  BY 
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management,  this  performance,  says  fund 
consultant  Geoffrey  H.  Bobroff,  is  "abso- 
lutely, tremendously  successful." 

The  master  of  this  gi'owth  is  R.  Ste- 
phen Doyle,  a  veteran  Montgomery 
partner  who  is  the  unit's  chairman  and 
CEO.  Rather  than  plunging  into  the  mu- 
tual-fund business  through  the  common 
but  expensive  route  of  acquisition,  Doyle 
and  Montgomery  Asset  Management 
President  Mark  B.  Geist  built  one  from 
scratch  by  hiring  talented  portfolio  man- 
agers from  other  firms.  Then-  fii'st  prod- 
uct, the  Small  Cap  Fund,  opened  its 
doors  in  November,  1990,  a  lousy  time 
for  such  stocks.  But  under  Stuart  0. 
Roberts,  hired  away  from  Founders 
Funds,  Small  Cap  took  off  when  the 
market  soared  in  1991.  The  ftmd  was 
up  a  spectacular  99%  that  year,  putting 
Montgomery  on  the  mutual-fund  map. 

"We'll  never  be  so  right 
about  the  market  again," 
Geist  says.  Indeed,  the 
fund  has  not  matched 
that  performance  since, 
though  it  has  retained  its 
$207  million  in  assets  un- 
der management. 

Montgomery  Asset 
Management  scored  a 
similar  hit  with  its  $1  bil- 
lion Emerging  Markets 
Fund.  It  was  laimched  in 
1992,  before  most  inves- 
tors even  heard  of 
"emerging  markets"  or 
Third  World  investing. 
Then,  in  1993,  came 
emerging-markets  mania. 
The  fund's  59%  return 
that  year  contributed  to 
Montgomery's  reputation 

...BUT  MUTUAL-FUND 
RETURNS  ARE  MIXED 

Total  Return* 


1995 


1  U.S.  FUNDS 

GROWTH 

21.3% 

20.9% 

MICRO  CAP 

24.8 

NA 

SMALL  CAP 

29.4 

-10.0 

EQUITY-INCOME 

24.0 

NA 

U.S.  DIVERSIFIED  EQUITY  FUNDS 

27.1 

-1.7 

INTERNATIONAL  FUNDS 

EMERGING  MARKETS 

-5.8 

-7.7 

GLOBAL  COMMUNICATIONS 

22.5 

-13.4 

INSTIT.  EMERGING  MARKETS 

-5.0 

-9.3 

INTERNATIONAL  SMALL  CAP 

9.3 

-13.3 

GLOBAL  OPPORTUNITY 

13.7 

-8.6 

INTERNATIONAL  EQUITY  FUNDS 

7.7 

-3.3 

as  a  hot  fimd  company.  Its  Growth  Fimd 
scored  only  21%'  in  1994,  its  first  full 
year,  but  that  was  23  percentage  points 
better  than  the  average  fund. 

Many  of  Montgomery's  other  funds, 
though,  have  been  lukewarm  recently 
(table).  Still,  Doyle  has  made  strides  in 
recruiting  highly  regarded  portfolio 
managers  fi-om  other  fund  gi'oups.  The 
lure:  Portfolio  managers  get  an  equity 
partnership  in  the  fu"m.  And  they  are 
compensated  according  to  revenue 
gi'owth  generated  by  their  funds,  not 
performance. 

"TECHNICAL  VIOLATIONS."  One  of  those 
recruits,  Roger  W.  Honour,  who  now 
runs  the  Growth  Fund,  was  recently 
fined  and  censured  by  the  Securities  & 
Exchange  Commission  for  trades  at  his 
former  firms.  Doyle  says  he  knew  of 
Honour's  transgressions  when  he  hired 
him  but  was  unaware  of  the  sec  inves- 
tigation. He  was  charged  with  willful 
violation  of  antifraud  laws  in  25  stock 
trades.  Doyle  says  he  took  "the  view 
that  those  were  technical  violations.  The 
SEC  took  a  different  view." 

To  achieve  the  kind  of  growth  Weisel 
is  expecting,  Montgomery  Asset  Man- 
agement will  need  new  distribution 
channels  for  the  funds.  Close  to  30%  of 
fund  sales  come  through  Charles 
Schwab  &  Co.  Right  now,  Montgomery 
sells  funds  without  a  commission,  or 
"no-load,"  unusual  for  a  securities  fii-m. 

With  its  plans  for  aggi'essive  expan- 
sion, will  Montgomeiy  itself  be  on  the 
IPO  roster  anytime  soon?  Not  with  fi- 
nance company  multiples  so  low  and 
plenty  of  cash  in  the  bank,  says  Weisel. 
With  all  the  gi-owth  he  is  expecting,  no 
wonder  he's  holding  tight  to  his  stake. 
By  Nanette  Byrnes  in  Sa7i  Francisco 


DOYLE  LED 
ASSET 
MANAGE- 
MENT'S 
GROWTH 


1994 


*Appreciation  plus  reinvestment  of  dividends  and  capital  gams, 
before  taxes.  1995  returns  througti  Sept.  29 

DATA:  MORNINGSTAR  INC. 
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INVESTING 


ASK  CHASE  IF  HE'S 
A  PASSIVE'  INVESTOR 

Suddenly,  all  eyes  are  on  fund  manager  Mike  Price 


Short  Hills,  N.J.,  is 
the  kind  of  place 
to  which  Wall 
Street  potentates  retii-e 
for  the  night.  But  now, 
it's  a  place  the  smart 
money  watches  during 
the  day  as  well.  Mutu- 
al-fund manager  Mi- 
chael F.  Price,  who 
used  a  6.1%  stake  in 
Chase  Manhattan  Cori). 
to  prod  it  into  a  mer- 
ger with  Chemical 
Banking  Corp.,  works 
out  of  a  Short  Hills  of- 
fice. Piice  scored  a  $315 
million  um-ealized  gain 
on  Chase  and  $55  mil- 
Uon  on  Chemical — and 
the  Street  wants  to 
know  the  next  target 
in  Price's  sights. 

Price  laughs  at  the 
idea  of  a  hit  list  and 
doesn't  see  himself  as  a 
corporate  raider.  "We 
don't  come  to  work 
looking  for  the  next  tai'get,"  says  Price. 
"We  come  to  work  looking  to  buy  imder- 
valued  stocks.  Sure,  we  were  active  in 
Chase,  but  there's  over  300  companies 
here,  and  they're  passive  investments." 
MAJOR  LEAGUES.  Price,  44,  is  one  suc- 
cessful guy.  The  Mutual  Series  fimds — 
Shares,  Qualified,  Beacon,  and  Discov- 
ery— total  $13  billion  in  assets.  He 
makes  money  through  traditional  equity 
investing  but  also,  on  occasion,  with  Oliq- 
uid  investments  that  most  funds  shun. 
The  funds  plan  to  buy  a  22.5%  stake  in 
Canary  Wharf,  the  once  hanki'upt  Lon- 
don office  complex.  Bankers  say  that 
will  cost  the  fimds  $150  million.  Co-in- 
vestors are  big-leaguers:  Laurence 
Tisch,  Edmond  Safra,  Paul  Reichmann, 
and  Saudi  Piince  Alwaleed  bin  Talal  bin 
Abdulaziz  Alsaud. 

Price  has  been  jousting  with  managers 
and  boards  for  years.  Since  May,  he  has 
been  tiying  to  force  a  sale  of  Bay  View 
Capital  Corp.,  a  San  Francisco  thrift. 
Last  year,  he  considered  running  an  op- 
position slate  of  dii'ectors  for  the  board  of 


MUTUAL  SHARES' 
TOP  HOLDINGS 

Chase  Manhattan 
'us'WesY""' 
Tenet  Healthcare 
Ivax 

United  Healthcare 
Sprint 

Ytt' 

Philips 
RJR  Nabisco 
Finova 
Volvo 
Sears  Roebuck 


PRICE:  "We 

don't  come  to 
work  looking 
for  the  next 
ta  rget" 


Michigan  National  Corp.;  management 
relented  and  agi'eed  to  sell  to  another 
bank.  But  pressuring  a  second-tier  re- 
gional bank  is  one  thing;  challenging  the 
"Rockefeller  bank"  is  quite  another. 

Now,  his  once  small  band  of  followers 
has  become  a  crowd,  generating  fre- 
quent nmiors.  One  recently  had  Price, 
whose  fimds  held  1.7  miUion  Chi-ysler 
Corp.  shares  at  the  end  of  June,  buying 
more  to  join  Kirk  Kerkoiian's  campaign 
against  the  auto  makei\  Price  says  he 
has  unloaded  Chi-ysler  because  "it's  no 
longer  cheap"  and  now  believes  Volvo  is 
the  world's  cheapest  auto  stock. 

Price's  fund  gi*oup  is  as  unusual  as  its 
manager  Mutual  Shares,  Qualified,  and 


THE  PRICE  RECORD 


TOTAL  RETURN* 


YEAR-TO-DATE   1-YR.    3-YR.  5-YR. 


MUTUAL  SHARES 

27.0%  25.4% 

20.2%  20.1% 

MUTUAL  QUALIFIED 

24.7 

23.1 

20.5 

19.9 

MUTUAL  BEACON 

23.4 

20.6 

19.9 

18.5 

MUTUAL  DISCOVERY 

25.9 

21.8 

NA 

NA 

S&P  500 

29,7 

30.3 

14.9 

17.2 

'Appreciation  plus  reinvestment  of  dividends  and  capital 
gams,  before  taxes.  Ttiree-  and  five-year  returns  are 
annualized  averages.  Returns  for  all  periods  are  ttirough 

Sept.  29.  DATA;  MORNINGSTAR  INC, 


Beacon  are  near-clones  of  one  anothi 
There  are  no  bond,  money  -market, 
intemational  funds — though  the  new 
fund,  $1.2  billion  Mutual  Discovery,  i 
40%  of  its  assets  in  Eui'ope.  Price  s; 
many  European  companies  sell  for  \ 
the  price-earnings  ratio  they  would  ; 
in  the  U.S. 

A  major  portion  of  each  fund  is 
voted  to  "value"  investing,  buying  ch( 
stocks  selling  for  a  fraction  of  their  ti 
worth.  Indeed,  it's  the  ability  to  ident 
cheap  stocks  that  1 
at  the  heart  of  Pric 
success.  Of  course,  i 
vestors  can  find  tli 
elsewhere. 

But  Price  a; 
blends  in  bankrupi 
investing  and  risk  j 
bitrage,  things  ran 
found  in  mutual  fun; 
He  learned  the  ba^ 
ruptcy  angle — wh^ 
the  investor  as  crej 
tor  takes  an  active  r 
in  molding  a  dea 
from  Max  Heine 
founded  Mutual  Sha 
in  1949  and  was  act 
until  his  death  in  19 
Price's  funds  hs 
some  $1  billion 
banknaptcies.  Risk 
bitrage,  investing  in  mergers  and  tal 
overs,  accounts  for  $700  miUion 
"WEIRD  MIX."  Banla-uptcy  and  risk  ar 
trage  have  cycles  of  theii"  own  that  do 
correlate  with  the  market.  As  a  resi 
adding  these  investment  styles  to  t 
fimds  gives  them  a  low-risk  profile  co 
pared  with  the  Standard  &  Poor's  5( 
stock  index.  The  largest  fimd,  $5.1  I 
lion  Mutual  Shares,  is  only  about  70% 
volatile  as  the  market.  "It's  a  wei 
mix,"  says  Ken  Gregory,  editor  of  t 
No-Load  Fund  Analyst,  "but  over  tir 
it  generates  excellent  returns." 

Piice's  fimds  have  lagged  the  S&P 
the  fii-st  nine  months  of  1995  (table) 
part,  that's  because  the  funds  have  21 
in  cash  and  have  few  high-octane  tt  j^^ 
stocks.  But  in  1994,  when  the  avera 
fimd  was  down  1%,  Price's  funds  h 
positive  returns  and  beat  the  markipn 
The  fimds  have  handily  beaten  the  m, 
ket  averages  over  longer  peiiods. 

Price  admits  it's  getting  tougher 
invest  $13  bilhon.  Cheap  stocks  are  g 
ting  scarce.  So  are  bankiuptcies.  That 
why  he's  bullish  on  Europe  and  v 
soon  open  a  London  office.  It's  also 
admission  that  sometimes  you  have 
get  out  of  the  limehght  of  Short  Hill 
By  Jeffrey  M.  Laderrn 
in  ShoH  Hills,  N, 


DATA:  MUTUAL  SHARES 
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The  days  of  the  bloated  business  are  over. 


Ballooning  costs.  Bulging  warehouses.  Is  your  business  growing  in 
ATong  places?  Let  GE  Information  Seivices  relieve  some  ot  the  pressure. 
We  help  you  reduce  swollen  inventories  and  take  the  bulk  out  of  your 
b|  ness,  so  you  can  be  faster  in  your  markets,  more  responsive  to  your  cus- 
td  ;rs  and  more  attractive  to  your  shareholders.  We  enabled  a  major  elec- 
ics  manufacturer  to  cut  supplier  cycle  times  from  6  days  to  1  and  slash 
w|  :house  space  requirements  by  50%.  Another  client  has  increased  sales- 
fcj  ;  productivity,  allowing  salespeople  to  double  the  amount  of  "face  time" 
tH  can  spend  with  clients  and  prospects. 

j  GE  Information  Seivices  works  with  thousands  of  the  world's  best 
kii  m.  businesses  to  help  reduce  costs  and  improve  profitability  Our  busi- 
ne  productivity  solutions  can  help  you  expand  where  you  really  want  to — 
in  ur  marketplace. 

Productivity.  It's  All  We  Do.'" 


GE  Information  Services 


For  more  inforiiialion,  please  call  l-80()-560-GEIS,  or  write  GE  Information  Semces,  MC07F3, 
401  N.  Washington  St.,  Rockville,  MD  20850.  Find  us  on  the  Internet  at  http://wwvv.ge.com/geis. 


The  fax  machine  and  the  copy  machine  are  at  polar  opposites  on  my  fli 


the  nine  people  I  had  to  get  drafts  of  my  document  to?  Two  on  my  floor.  Three 


floors  you'd  be  embarrassed  to  take  the  elevator  to.  And  four  not  even  in  this  offi< 


How  I  walked 


four  miles  in  a  9,0  01 


sauare  foot  office. 


And  then  I  had  to  get  each  draft  back  with  comments,  and  incorporate  t 


comments  into  my  document  by  the  following  morning.  So  I  basically  faxe <^^B"'s *m 

hits  II  e 
'WIe,  f((i 


copied  and  delivered  and  then  typed  and  re-typed 


and  re-faxed  and  re-copied  and  re-delivered 

until  my  feet  hurt  and  my  legs  were  tired  and  I  was  sitting  there  starti 
fder  why  the  heck  running  shoes  aren't  considered  standard  business  a| 

liiiiiiiiiiii^^ 


CHANGE    THE    WAY    YOU  WORK. 


WORK  TOGETHER. 


SmartSujte 


ISSS 

WordPrff 


otus  Word  Pro  96 

lakes  it  easier  to 
reate,  review  and 
dit  collaborative 
ocuments.  It's  ttie 
nly  word  processor 
lat  bridges  the  gap 
etween  individual 
ndteam  productivity. 


Lotus  1-2-3.  This  is 
the  only  spreadsheet 
that  works  for  both 
you  and  your  team. 
Lotus  1-2-3  makes  it 
easier  for  individuals 
or  groups  to  create, 
review,  and  edit 
spreadsheet  models. 


Lotus  Freelance 
Graphics  96  gives 
both  you  and  your 
team  a  faster,  easier 
way  to  create  and  col- 
laborate on  business 
plans,  reports  and  pro- 
posals that  can  double 
as  presentations. 


Lotus  Approach  96 

IS  the  award-winning 
database  that  lets  you 
and  your  team  track, 
manage,  and  analyze 
information.  And  you're 
guaranteed  to  be  pro- 
ductive within  2  hours 
of  opening  the  box. 


Lotus  Organizer  offers 
both  you  and  your 
team  the  ability  to 
track  calls,  manage 
tasks,  share  calendars, 
see  other  people's 
availability,  and  even 
book  your  conference 
rooms  over  a  network. 


ntroducing  new  Lotus  SmartSuite  96  for  you  and  your  team.  Nothing  else  offers  a  better  way  to  help 
eople  work  together.  It  improves  the  way  you  communicate.  It  simplifies  your  work  flow.  It  helps  you 
reate,  design,  and  structure  everything  from  a  simple  report  to  a  major  group  presentation.  And  it  can 
e  yours  for  as  little  as  $199.*  SmartSuite  96  is  available  for  Windows  95,  Windows  3.1,  and  OS/2.  For 
lore  information,  reach  us  at  1-800 -TRADE-UP,  ext.  B237  or  on  the  World  Wide  Web  at  www.lotus.com. 


Lotus 


Worki  ng  Together* 


Canada  call  1  -800-GO-LOTUS.  'Upgrade  only.  ©1995  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142  All  rights  reserved,  Lotus, 
rking  Together,  SmartSuite,  Approach,  Freelance  Graphics,  1-2-3  and  Organizer  are  registered  trademarks,  and  Word  Pro  is  a  trademark  of  Lotus  Development  Corporation. 


Finance, 


CURRENCY 


THE  MUSCLE-BOUND  FRANC 
IS  MAULING  SWISS  BUSINESS 

Jitters  over  monetary  union  push  the  currency  painfully  high 


Through  180  years  and  two  world 
wars,  the  Swiss  have  benefited  fi-om 
their  piized  neutrality:  no  Eiu'opean 
Union  for  them.  Yet  now  that  the 
stakes  are  monetary,  not  military,  the 
Swiss  are  paying  a  price  for  their 
independence. 

The  ii'ony  is  dangerous  to  Switzer- 
land's economic  health.  As  the  1999 
deadline  for  a  single  European  curren- 
cy approaches,  jittery  traders  hang  on 
every  word  about  the  entena  and  time- 
table for  monetary  union.  Terrified  that 
the  rock-solid  German  mark  could  suf- 
fer from  being  melded  into  the  curren- 
cies of  less  stable  countries,  investors 
are  pouring  into  Swiss  francs.  That's 
a  new  twist:  Although  dumping  French 
francs  or  Hre  for  Swiss  francs  is  a  time- 
honored  practice,  dumping  marks  just 
isn't  done. 

BULGING  SUITCASES.  The  Swiss  dearly 
wish  this  foreign  money  would  go  back 
home.  Already  up  12%  this  year  against 
the  currencies  of  Switzerland's  main 
trading  partners,  the  strong  franc  is 
pinching  exporters  and  slamming  tour- 
ism. Economic  gi-owth  for  199.5  is  ex- 
pected to  be  only  l.-V/c,  down  from  the 
2.4%  originally  forecast. 

Bankers  say  that  international  money 
managers  and  corporate  ti-easui-ei-s  are 
shvmning  German  bonds  for  Svviss  ones 
to  hedge  their  portfolios,  and  private 
savers  are  driving  across  the  border 
with  theii'  savijigs  packed  into  suitcases. 


"The  Swiss  market  is  just  too  small  to 
take  it  all,"  says  Peter  Buomberger, 
chief  economist  at  UBS  in  Zurich. 

The  cuiTency  pressure  is  speeding  up 
the  restructuring  that  Swiss  companies 
began  in  the  early  1990s  when  they 
were  gripped  in  recession  along  with 
the  rest  of  Europe.  Now,  even  more 
companies  are  likely  to  begin  outsoiu'cing 
supplies  and  moving  production  abroad. 
Elevator  maker  Schin- 
dler,  for  example,  plans 
to  close  a  component 
plant  in  Switzerland  and 
one  in  Germany,  shift- 
ing production  to  Sj^ain. 
The  company  is  under 
so  inuch  pressure  that 
Credit  Suisse  forecasts 
profits  may  be  slashed 
in  half.  Coupled  with 
cheaper  Asian  and  Cen- 
tral European  competi- 
tion, the  currency 
squeeze  leaves  little 
room  for  profits.  "We  have  a  choice:  Ei- 
thei-  we  give  up  our  margins  or  we  lose 
our  business,"  says  Bmno  Allmendinger, 
treasurer  of  Sulzer  Ltd.,  a  machine-tool 
maker  whose  pi'ofits  slipped  29%<  in  the 
first  half.  Watchmaker  Swatch  won't 
raise  prices — but  expects  flat  profits  as 
a  result. 

Currency  translation  is  crimping  re- 
sults even  at  Switzerland's  blue-chip 
multinationals.  Drugmaker  Ciba-Geigy 


SELLING  SWATCHES:  The  company 
CEO  vows  not  to  raise  prices 


RIDING  HIGH 
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0-MARKS  PER 
SWISS  FRANC 
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gets  93%  of  its  sales  outside  Swit; 
land.  So  while  net  profit  in  the  fii'st 
soai-ed  37%  when  measured  in  local 
rencies,  it  posted  a  mere  5.9%  gaii 
Swiss  francs.  Consumers  are  also  b 
ing  at  higher  prices  fi'om  Nestle — e 
though,  on  top  of  the  cmrency  effect, 
suffering  fi-om  rising  costs  for  raw  m 
rials.  In  foi'eigTi-cunency  tenns,  Nes 
sales  climbed  10%  in  the  fii'st  half 
Swiss  francs,  they  slumped  1.5% 
"SCARY."  To  dampen  the  exchange-i 
losses,  more  companies  are  trying 
avoid  paying  in  francs  for  suppl 
Swissair  buys  fuel  and  handles  aire 
leasing  in  dollars:  It  handles  resei 
tions  from  operators  in  Bombay 
plans  to  do  more  aircraft  repair  in 
land  and  Belgium.  But  the  real  j 
comes  ft'om  high-volume  ticket  sale 
Italy  and  France,  where  softer  curi 
cies  hurt  Swissair's  margins. 

At  home,  families  in  Geneva  driv 
France  to  do  their  grocery  shopp 
Border  towns  such  as  Lugano  are 
serted  as  vacationers  skip  to  Italy.  T 
ism,  which  accounts  for  6%  of  Swit 
land's  gi'oss  national  product,  sufferec 
worst  August  in  43  years.  And 
strong  franc's  effect  on  the  econc 
comes  on  top  of  anemic  consumer  sp 
ing.  "It's  getting  to  be  a  scary  si 
tion,"  warns  Hans  Kiiufniann,  chief  e 
omist  at  Bank  Julius  Baer  &  Co. 

Swiss  authorities  have  few  option; 
half-point  cut  in  the  discount  rate 
Sept.  21,  to  2%,  had  little  effect— S 
rates  were  already 
lowest  in  Europe 
haps  in  12  to  18  mor 
low  rates  will  put 
economy  back  on  ti 
with  liigher  domestii 
vestment  and  consu 
tion.  But  imtil  the  pi 
ly  matter  of  Eurof 
monetary  union  is 
tied — which  could 
at  least  five  years- 
Swiss  franc  will  rer 
volatile.  Says  Mai 
Rosgen,  Eui'opean  s' 
egist  foi-  Morgan  Stanley  &  Co.  in 
don:  "That's  ample  time  for  pleasant, 
unpleasant  surprises." 

While  the  debate  over  monetary 
ion  gTinds  on,  notes  Kaufmann  of  Ji 
Baer,  Switzerland  could  try  to  con 
the  market  by  reconsidering  mem 
ship  in  the  EU.  This  time,  a  little  th 
to  neutrality  may  be  worth  it. 

By  Karen  Lowry  Miller  in  B( 
with  John  PaiTy  in  Geneva 
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It's  a  company  you  used  to  know  as  ARA. 

Now  we're  called  ARAMARK. 

We  made  our  name  as  the  world's  leading  food  service  company. 

Today,  we  serve  food  at  sporting  events,  conventions,  hospitals,  schools 
and  more  than  7000  companies  worldwide. 

We'll  continue  to  offer  more  new  and  exciting  dining  choices  -  from  our  own 
food  concepts  like  Allegro'"  Pasta  to  national  brands  like  Taco  BelT". 

But  from  now  on,  ARAMARK  will  build  its  reputation  not  so  much  on  what  we  serve, 
but  how.  Much  the  same  as  your  company  will. 

We're  constantly  improving  our  front-line  training  and  management  systems. 

We're  putting  innovations  in  technology  to  work  -  so  we  can  customize  food  service 
that  satisfies  your  personnel  and  saves  your  company  money. 

And  what  we  can  do  for  you  in  food  service,  we  can  also  do  in  on-site  employee  child  care, 
uniforms,  cleaning  and  maintenance,  coffee  and  vending  and  our  other  managed  services. 

Call  1-800-ARAMARK.  We  can  help  your  company  accomplish  more  by  doing  less. 

Now  that's  a  concept. 

jf^ARAMARK 

Managed  Services,  Managed  Better. 


ARAMARKtm  Managed  Services  for  Business,  Education,  Healthcare,  Leisure  and  Government: 

Food,  Refreshments,  Uniforms,  Ciuld  Care,  Medical  Services,  Facilities  Management,  Magazine  and  Book  Distribution. 


Oracle's  Larry  Ellison  on  AE^  WorldMark*  Serv( 


Oracle  IS  a  registered  trademark  ollhe  Oracle  Corporalion  AT&T  5100S  shown  lealures  Intel  Penlium  process"-      ■     ■  ■    ,    .m. I  I'entium  Processor  logosaretrademarksollntel  Corporation 


At  AT&T  we're  committed  to  making  sure  that 
all  the  applications  you  need  are  optimized 
for  our  AT&T  World  Mark  Servers.  That's  why 
we've  developed  an  alliance  with  Oracle. 

Oracle  software's  power  and  scalability  make  it  the  right  chcjice 
for  any  business  looking  for  increased  speed  and  performance  across 
their  enterprise.  Running  it  on  an  AT&T  WorldMark 
ORACLE    Server  gives  you  the  flexibility  to  deploy  Oracle 

Enabling  ihir  Inlormation  Age 

anywhere  you  want,  in  any  configuration  you 
want.  This  is  due  to  AT&T  WorldMark's  unsurpassed  ability  to  scale 
application  performance  across  Uni,  SMI?  and  MPP  j:)latforms. 

To  get  more  info  about  AT&T 'WorldMark  Servers,  call 
1  800  447-1124,  ext.  1132.  E-mail  us  at  attgis.info@daytonoh.attgis.com 
or  visit  our  web  site  at  http://wwwattgis.com/events/WorldMark 


Global  Information 
Solutions 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 


A  STIFF  BROOM 
GOES  AFTER  PIER  1 

When  value  investor  Mark  Boyar 
finds  a  compelling  stock,  he  usually 
cleans  up.  He  was  among  the  fii-st  to 
pressure  Sears  Roebuck,  Hilton  Hotels, 
and  U.  S.  Shoe  to  maximize  shai-eholder 
value  by  breaking  up  assets  or  selling 
out.  Sears  spun  off  some  units,  Hilton 
Hotels  split  up,  and  U.  S.  Shoe  agi'eed 
to  be  acquired  by  Luxottica.  What's 
Boyar  targeting  now? 

He  reckons  Pier  1  Imports  (pir),  the 
nation's  largest  retailer  of  imported 
home  furnishings  and  related  items,  is 
worth  much  more  than  its  ciuTent  lOX  a 
share.  Pier  1  operates  645  stores  in  47 
states,  Britain,  Canada,  and  Mexico. 

Boyar,  who  has  accumulated  some 
350,000  shares,  told  Chairman  Clark 
Johnson  in  a  recent  letter  that  he  was 
among  the  "frustrated"  shareholders 
hoping  management  would  act  to  boost 
the  "underperforming"  stock.  It  has 
traded  between  7  and  10%  all  year. 
From  1988  to  1994,  says  Boyar,  the 
stock  trailed  its  peers  and  the  Standai'd 
&  Poor's  500-stock  index.  Although  rev- 
enues have  climbed  to  .$712  million,  up 
from  $175  million  five  yeai's  ago,  earn- 
ings have  been  lacklu.ster. 

TOO  LONG  IN  A  RUT 
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PIER  1  IMPORTS 
STOCK  PRICE 

WEEKLY  CLOSE 

OCT.  10 


EARNINGS 
PER  SHARE 

1^9/  Eit 

$1.00 

1996  Est 

85-950 

1995 

60C 

1994 

150 

i 

1993 

590 

A  DOLLARS 
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"Pier  1  should  get  higher  returns  on 
sales,  and  the  stock  deserves  a  higher 
price,"  insists  Boyar.  One  factor  tuming 
off  investors,  he  says,  is  the  company's 
shareholder  rights,  or  poison  pill,  aimed 
at  thwarting  takeover  bids.  And  Boyar 
cites  the  "very  generous  bonus  incentive 
plans"  offered  to  top  brass  "in  spite  of 
sluggish  performance." 

Boyar  also  denounces  management's 
$;B  million  investment  in  a  limited  part- 
nership— run  by  a  board  member's 


BOYAR:  Pier  1  is 
'"undermanaged  " 


brother — that  in- 
vests in  small- 
and  medium-capi- 
talization stocks. 
Boyar  thinks  the 
money  should  be 
used  for  opera- 
tions or  for  buy- 
ing back  its 
shares.  There's 
"no  justification" 
for  such  invest- 
ment, he  says. 
The  company  dis- 
closed the  .$3  mil- 

lion  investment  in  a  public  document. 

Pier  I's  reaction?  "The  response  was 
horrible,"  says  Boyai'.  Johnson  said  that 
using  $;3  million  of  the  company's  cash 
hoard  of  $;30  million  was  justified  and  is 
earning  good  returns.  He  also  defended 
the  poison  pOl  as  a  sound  defense  meas- 
ure. Johnson  disputed  Boyai's  claim  that 
the  stock  has  been  a  laggai'd,  noting  it's 
close  to  its  23-month  high  of  12/^. 

"By  all  benchmarks,  however,  the 
stock  is  cheap,"  argues  Boyar,  who  fig- 
ures it's  worth  14  as  is.  And  if  man- 
agement takes  the  right  steps,  he's  con- 
vinced that  it  will  hit  20  in  two  years. 
Johnson  sees  strong  Christmas  sales 
and  expects  record  results  this  year  be- 
fore certain  exti-aordinaiy  charges. 

AMERICA  ONLINE: 
HAS  IT  PEAKED? 

America  Online  (amer)  has  been  one 
the  Street's  hot  stocks  this  yeai\  At 
61,  AOL  has  a  market  cap  of  nearly  $4 
billion  and  trades  at  a  monumental  70 
times  estimated  1996  earnings.  But 
watch  out.  AOL  may  have  peaked  at  IAVj. 
in  mid-August — and  has  slipped  since. 
Some  bears  say  there's  more  sliding 
ahead.  They  think  the  stock  is  headed 
down  to  the  20s  within  a  yeai'. 

What  went  wi-ong  at  the  No.  1  pro- 
vider of  online  semces?  One  hedge-fund 
manager  who  has  been  shorting  the 
stock  explains:  "America  Online,  which 
has  never  been  cash-flow  positive  and 
uses  aggi'essive  accounting  in  reporting 
its  meager  earnings,  faces  increasing 
competitive  pressures." 

The  reason,  he  says,  is  that  user  fees, 
which  have  been  declining,  \vill  drop 
further,  as  Microsoft,  at&t,  and  MCi 
Communications  enter  the  online  busi- 
ness. AOL,  he  warns,  faces  a  big  margin 
squeeze  from  content  providers  that 
may  demand  a  bigger  share  of  revenue. 
(AOL  caiTies  business  week  Online.) 


T 


He  predicts  that  such  providers 
move  from  restrictive  closed  networki 
such  as  AOL,  to  the  Internet,  where  tht 
can  have  their  own  home  page,  receiv 
100%  of  the  revenue,  and  control  ti 
look  and  feel  of  products.  He  notes  th)i 
CompuServe,  a  large  competitor,  h; 
cut  prices  and  Microsoft  has  starte. 
marketing  its  ovm  network  at  lowt! 
prices.  DataQuest,  a  consulting  fin 
predicts  rapid  growth  in  online  servio 
but  sees  slow  gi'owth  in  revenues  due 
anticipated  price  erosion. 

Jeff  Goverman  at  Cowen  &  Co.  sa;, 
in  an  internal  memo  that  the  stock  d 
not  reflect  future  uncertainties 
AOL  could  still  expand  its  subscrib 
list,  he  warns  that  the  "cost  is  incr 
customer  churn,  margin  erosion, 
[less]  profitability." 


TAKING  WING 
WITH  KELLSTROM 

When  Zivi  Nedivi  took  over  in 
gust  as  president  of  Kellstrom 
dustries  (KELL),  he  did  something  un' 
al  for  a  chief:  He  bought  $1  milli 
worth  of  stock  at  market  price — 5 
share.  Since  he  was  going  to  iTin  K 
Strom,  explains  Nedivi,  he  knew  t 
shares  were  a  bargain.  Indeed 
knows  the  company  well:  Nedivi  o 
it  when  it  was  a  private  outfit  known 
Rada  Electronic  Industries,  an  Is 
avionics-systems  maker. 

Kellstrom  now  buys,  refui'bishes, 
resells  parts  for  commercial-jet  engin 
Customers  include  Northwest  Airlin 
TWA,  El  Al,  and  various  engine  mak 
and  parts  distributors.  So  far,  busia. 
has  been  brisk,  thanks  to  the  worl 
aging  aircraft  and  a  shift  by  many  a 
lines  towai'd  keeping  a  very  lean  inv« 
tory  of  spare  parts. 

Kellstrom  helps  customers  reduce  ( 
gine-maintenance  costs  by  providi 
competitively  priced  engine  parts.  1 
company  "leads  the  market  in  qual 
assui-ance,"  says  Anthony  Stoss,  an  ai 
lyst  at  GKN  Secmities.  He  sees  re 
nues  jumping  to  $22  million  in  1996, 
fi-om  an  estimated  $14  million  this  y 
He  expects  KeUstrom  to  earn  $1.3 
lion,  or  31(2  a  shai-e  (fully  diluted)  t| 
year  and  $2.3  million,  or  44^  next  ye', 
it  earned  $736,000,  or  27(Z,  last  ye'. 
ChauTTian  Yoam  Stem  thinks  these  e:- 
mates  may  prove  conservative.  Dad 
Jordon  of  J.  W.  Chai-les  Secuiities  thiip 
the  stock  is  cheap:  "With  its  fast  grovh 
and  planned  acquisitions,  the  stock  mI 
at  least  double  in  a  year,"  he  says,  j 


Our  Business  I 
Make  The  CompetitioT 


\burs 
They  Weren't. 

To  win  in  today's  marketplace,  you  cant  afford  to  make  a 
wrong  move.  You  need  to  think  ahead.  And  when  you're  looking  to 
come  up  with  new  and  smarter  xvays  ofprovidijig  real  value  to  your 
customers,  we  can  give  you  that  competitive  edge. 

Like  helping  a  health  and  fitness  equipment  company  accjuire 
the  needed  capital  to  service  seasonal  peak  activity  and  long-term  growth 
plans.  Or  helping  a  leading  international  airport  work  with  loccd 
government  agenc  ies  to  make  their  transportation  systems  state  of  th  e  art. 

At  GE  Capital  Services,  we're  25  diversified  businesses.  And 
each  one  is  dedicated  to  developing  and  delivering  products  and  services 
tha  t  mcike  sure  you  stay  ahead  of  the  game.  If  you  re  looking  to  become 
more  competitive,  call  1-800-243-2222  today.  It's  a  smcirt  move. 

GE  Capital  Services 

Our  Business  Is  Helping  Yours' 

AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING  •  CONSOLIDATED  FINANCIAL  INSURANCE 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY 
FLEET  SERVICES  •  GECC  FINANCIAL  (HAWAII)  •  GENSTAR  CONTAINER  •  GLOBAL  CONSUMER  FINANCE 
GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE 
MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


Information  Processing 


SOFTWARE 


LOOKING  FOR 
THE  NEH  NETSCAPE 

Internet  startups  are  drawing  a  swarm  of  investors 

Aug.  9,  1995,  is  a  date 
investors  are  not 
likely  to  forget.  That 
is  the  day  Netscape 
Communications  Corp.,  a 
maker  of  Internet  soft- 
ware, went  public.  Net- 
scape's stock,  offered  at  $28 
a  share,  soared  to  nearly 
$75  before  ending  its  first 
trading  day  at  a  less 
stratospheric  $58,  making 
multimillionaires  of  its 
founders  and  insiders. 

Investors  weren't  the 
only  ones  to  take  notice. 
So  did  scores  of  entrepre- 
neurial-minded program- 
mers, software  executives, 
and  computer-science  stu- 
dents dreaming  of  creat- 
ing the  Next  Big  Thing. 
No  one  knows  what  that 
will  be — or  even  if  Net- 
scape, now  trading  around 
$60,  will  live  up  to  the 
hype.  But  investors  will 
have  plenty  of  opportu- 
nities to  bet  on  Internet 
plays.  The  Internet  "is  the 
first  thing  I've  seen  that 
resembles  the  PC  when  it 
hit  its  sweet  spot,"  says 
Rob  Glaser,  who  worked 
for  Microsoft  Corp.  in  the 
early  1980s  and  is  now 
chief  executive  of  ProgTes- 
sive  Networks,  a  Seattle- 
based  startup  that  makes 
software  for  delivering  au- 
dio over  the  Net. 
EARLY  BIRDS.  Despite  peri- 

Mt^'^tf'Z  tomorrow."  Maybe-if  they're  still  alive 


Exults  an  investor:  "The  startups  that 
are  here  today  will  ovm  the  market 


that  hit  the  market  Oct. 
9 — the  Internet  i^henomenon  remains  an 
investment  opportunity.  Sales  of  soft- 
ware for  the  Worli]  Wide  Web  are 
expected  to  swell  from  $260  milhon  this 
year  to  $4  billion  in  1996,  according  to 
Hambrecht  &  Quist  Inc.  There's  a  need 
for  all  sorts  of  programs,  including  'tools" 


for  setting  up  Web  servers,  packages  to 
scour  the  Net  for  infomiation,  and  tech- 
nology to  make  the  Net  safe  for  business. 
That  adds  up  to  the  hottest  chmate  for 
startups  the  software  industry  has  seen 
in  a  decade.  "This  is  one  of  those  rare, 
gigantic  revolutions,"  says  Charles  Fer- 


guson, chau-man  of  Venneer  Ted 
gies  Inc.,  a  Cambridge  (Mass.)  soft"{ 
startup  that  makes  Web  publisj 
progi'ams. 

Hundreds  of  companies  are  see 
their  fortunes  in  cyberspace — 1 
names  like  InfoSeek,  First  Floor,  [ 
Yahoo.  Some  started  out  with  the  Ii 
net  in  mind,  others  stumbled  ont 
but  all  see  the  sprawling  Web  asi 
ticket  to  success.  And  with  the  ma* 
developing  so  rapidly,  "the  startups  pr 
are  here  today  will  own  the  mate 
tomorrow,"  says  Ann  Winblad,cc 
founder  of  Hummer  6t 
blad  Venture  Partneif  i 
Emoryville,  Calif.,  wc 
put  $1.9  milhon  into 
Alto  (Cahf.)  startup  S]: 
Technologies  Inc.  in  J 
Overall,  venture-ca 
investment  in  Net-re] 
companies  will  triple 
last  year's  $42  million, : 
David  T.  Gleba,  presi 
of  VentureOne  Cor] 
reseai'cher  that  tracks 
ture  investments.  In 
first    half,    $68  mi 
poured  into  fledgling  I 
net  companies,  he  rep 
Dozens  of  InteiTiet  $l 
ups  may  be  in  line  for 
lie  stock  offerings — if 
don't  get  snapped  up 
Established  software  f. 
ers  and  onhne-service 
viders  are  quickly  gob|i 
up  newcomers.  Am' 
Online    Inc.  alone 
bought  up  a  half-di: 
promising  software  4' 
ups   in   the   past  |£ 
including  the  $30  mic 
acquisition  of  Web  brojsi 
developer  BookLink  '|c 
nologies  and  the  $4  mil' 
pui'chase  of  Navisoftn 
which  makes  progran;!' 
publishing  on  the  Net.^i 
Netscape,  flush  with 
on  Sept.  21  shelled 
$109  million  for  Collp 
Software  Inc.,  a  fled 
maker  of  document-sh 
software.  "It's  a  se 
market,"  says  Yoge! 
Dalai,  a  partner  witlp 
Mayfield  Fund,  a  Sic( 
Valley  venture-capital  outfit. 

Just  a  year  ago,  the  situation)v 
far  different.  When  Ferguson  ^ 
looking  for  financing  for  Vermeq 
late  1994,  a  major  sell  was  reqife 
"No  one  knew  what  the  Web  wasj! 
says.  "We  were  too  far  ahead  ojt. 
 \- 
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'  ke  you  from  just  about 
nywhere  in  the  U.S.  to  just 
bout  anywhere  in  the  world 


2     1 1 |T|^^ 

^^B^^^BBMiii iMfrii   illlliiiiiriii  ^^^^^^^ 


eiy, 


can 


I 


Anyone  can  promise  you  the 
world.  We  can  actually  deliver  it. 
And  now  we  can  deliver  it  from 
almost  anywhere  in  the  U.S. 
A  single  call  to  Lufthansa  can  get 
you  from  Denver,  Des  Moines, 
Wichita,  or  dozens  of  other  U.S. 
cities,  to  just  about  any  major 
world  city,  thanks  to  our  alliance 
with  United  Airlines.  Cooperative 
ground  service  and  coordinated 
schedules  simplify  planning, 
check-in  and  transfers.  Cooper- 
ative frequent  flyer  programs  let 
you  earn  miles,  literally  all  over 
the  world.  In  other  words,  we 
make  it  easy  to  get  from  just 
about  anywhere  here  to  just  about 
anywhere  there.  , 


Lufthansa 


Accrue  or  redeem  miles  in  either  Luflliansa  IWiles  &  More 
or  United  Mileage  Plus  when  you  fly  on  Lufthansa  flights 
or  flights  operated  ))y  our  global  partner,  .)Jni»ed  Amines. 


WHAT  A 
CHARMING 
HODGEPODGE 
OF  SERVERS,  PC'S  : 
AND  MAINFRAMES 
YOU'VE  GOT 
THERE. 


(may  we  suggest  the  UNI system 

THAT'S  BEEN  SHOWN  TO  MANAGE 
MULTIVENDOR  ENVIRONMENTS  BEST?) 


•10/94  D  H  Blown  Report  "UNIX  Matures"  -  IBM  AIX  4.1  1994  Entetpnse  Managemenl  Suminit  -  IBM  NetVieW"  lor  AIX  wtiich  is  a  part  of  SyslemView.  IBM,  RISC  System/6000.  AIX.  SystemView  and  NetView  ate  , 
registered  tiadernarks  and  Solutions  lor  a  small  planet  is  a  trademark  ol  International  Business  Machines  Corporation  UNIX  is  a  registered  trademark  in  ttie  U  S  and  other  countries,  licensed  exclusively  through  X/Open  ,'  ij 
Company  Limited  All  other  company  and/or  product  names  are  trademarks  oi  registered  trademarks  ol  Iheii  respective  companies  The  IBM  home  page  can  be  lound  at  http  //www  ibm  com  ©  1995  IBM  Cofporalion. 


It  s  as  if  you've  inherited  computers  from  al 
least  three  diflerent  dynasties.  They're  all 
different  sizes,  shapes  and  eajjacities,  and  \U 
sometimes  they  don't  seem  to  like  each 
other  very  much.  On  the  other  hand,  you 
really  need  them  to  get  along. 

Which  is  why  the  recent 
Enterprise  Management  Summit  put 
the  RISC  System/6000®  and  othci 
UNIX  systems  through  14  grueling 
tests  on  managing  complex 
multivendor  environments. 


When  the  dust  settled,  only  ^ 
one  company  was  able  to 
outperform  HP®  Groupe 
Built  Computer  Associates 
and  Digital?  And  that  com- 
pany is  IBM. 

According 
to  independent 
computer  con- 
sultant D.H.  Brown, 
IBM's  AIX"'  is  the 
best-rated  UNIX 
operating  system? 
And  when  you  have 
System  View '  foi-  A IX 
monitoring  an d 
managing  complex 


can  grow  right  along  with  your  business 
without  increasing  your  stafl. 

It  will  also  he  possible  for  you  to  keep 
track  ol  your  network  without 
leaving  your  desk,  because  System- 
View  for  AIX  provides  all  the 
systems  management  functions 
under  one  easy-to-use  interlace. 
Tasks  such  as  job  scheduling, 
back-up,  network  management, 
distribution  and  remote  systems 
configuration  can  be  per- 
formed in  a  faster  and 
p  more  efficient  way. 

For  more  in  lor  mat  ion  on 
(>\\  to  turn  a  legacy  of 
other  people's  computers 
into  a  very  big  asset  lor 


networks,  your  system 


\  ou.  give  us  a  call  at 


I  BM-3333. 
xt.  FA170.  Or,  if 
you"re  on  the  Net, 
you  can  pay  a  visit 
to  our  home  page 
at  littp://www. 
austin.ibm.com 


Solutions  tor  a  small  planet" 
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Cooked  up  in  a  Mexican  restaurant  and  developed 
in  a  garage,  one  idea  has  raised  $3  million 


curve."  Eventually,  Ferguson  lined  up 
$4  million  ft'om  Matrix  Partners,  Sigma 
Partners,  and  Atlas  Venture.  Vermeer's 
products  make  it  simpler  for  nontechies 
to  publish  on  the  Net.  Its  first  pro- 
gram, called  FrontPage,  walks  devel- 
opers through  the  pi'ocess  of  creating  a 
Web  site.  Vermeer  is  negotiating  an 
additional  $6  million  from  its  original 
partners  and  new  investors.  This  time, 
Ferguson  says,  "we  are  totally  sur- 
rounded" by  potential  investors. 

The  most  successful  Internet  start- 
ups are  pushing  beyond  ■■■■■■■■■■ 
the  Web-browser  market 
that  Netscape  dominates. 
Progi'essive  Networks,  for 
instance,  has  technology 
for  delivering  live  audio 
feeds  over  the  Internet,  in- 
stead of  using  time-con- 
suming downloads.  The 
RealAudio  software  has 
made  it  practical  foi'  broad- 
casters, such  as  ABC  and 
National  Public  Radio,  to 
put  their  pi'ogTams  on  the 
Net.  ABC,  for  example, 
broadcast  live  covei'age  of 
the  O.J.  Simpson  trial  on 
its  Internet  site.  Listeners 
also  can  click  on  progi'ams 
they  have  recorded  and  lis- 
ten at  their  convenience — 
fast-forwarding  and  re- 
winding or  crafting  custom 
playlists,  too. 

SELLING  ADS.  Progi'essive 
is  off  to  a  fast  start.  Over 
a  half-million  consumers  ^ 
have  downloaded  the  fi'ee 
"player"  progi'am.  And  Microsoft  is  bun- 
dling the  player  with  its  browser  for 
Windows  95.  More  than  100  Internet 
sites  offer  RealAudio  sound  clips,  and 
Glaser  says  the  company  is  well  ahead 
of  its  goals  for  this  year.  Naturally, 
investors  ai'e  knocking.  However,  Glaser 
says  that  for  now,  the  company — which 
is  privately  financed  by  individuals, 
including  Lotus  Development  Corp. 
founder  Mitchell  D.  Kapor  and  various 
Microsoft  millionaires — is  saying  no 
thank  you. 

As  the  amount  of  information  on  the 
Internet  continues  to  mushroom,  there's 
an  exponentially  expanding  need  for 
software  to  sift  the  clutter.  So  David 
Filo  and  Jeny  Yang,  two  gTaduate  stu- 
dents at  Stanfoi'd  University,  found  a 


ready  market  for  Yahoo,  their  savvy 
guide  to  cool  Web  sites.  The  pair  quick- 
ly raised  an  estimated  $1  milHon  from 
Sequoia  Capital,  and  Yahoo  Corp.  was 
founded. 

Programs  for  searching  the  Net  are 
"the  hot  story  of  the  moment,"  says 
Gene  DeRose,  president  of  market 
researcher  Jupiter  Communications  Inc. 
One  such  staitup  is  InfoSeek  Corp.  a 
Santa  Clara  (Calif.)  company  founded 
in  January,  1994,  by  Steve  T.  Kirsch. 
He  had  also  founded  software  maker 


Startup  Fever 

Software  Entreprmeurs  Look  to  the  Net 


COMPANY 

PRODUCT/DESCRIPTION 

FUNDING 

ARCHITEXT 

excite 

$3  million 

Conceptual  search  program 

in  venture  capital 

FIRST  FLOOR 

Smart  Files 

$5  million 

Net-based  collaboration  software 

in  venture  capital 

INFOSEEK 

InfoSeek 

$6  million 

Online  search  service 

in  venture  capital 

PROGESSIVE 

RealAudio 

undisclosed 

NETWORKS 

Brings  audio  to  the  Internet 

private  investment 

SPIDER 

Spider 

$1.9  million 

TECHNOLOGIES 

Links  the  Net  to  corporate  data 

in  venture  capital 

VERMEER 

FrontPage 

$4  million 

TECHNOLOGIES 

Personal  Web  publishing  tools 

in  venture  capital 

YAHOO 

Yahoo 

$1  million 

Online  guide  to  the  Net 

(estimated) 

DATA  BUSINESS  WEEK,  COMPANY  REPORTS 

Frame  Technology  Corp.,  recently  ac- 
quired by  Adobe  Systems  Inc. 

Kirsch  started  out  with  the  idea  of 
providing  a  low-cost  infoiTnation  retriev- 
al service.  It  didn't  take  long  for  him  to 
realize  that  the  best  delivery  vehicle 
for  his  service  was  the  Internet.  His 
strategy:  give  away  the  search  service 
and  sell  advertising  to  pay  the  bills. 
InfoSeek  gets  1.5^  per  search  from 
advertisers,  and  although  the  company 
has  added  a  $9.95  monthly  subscription 
service,  it  still  makes  more  money  on 
the  larger  volume  of  "free"  searches. 
Today,  InfoSeek  is  one  of  the  most  pop- 
ular search  engines  on  the  Net — mainly 
thanks  to  its  prominent  placement  on 
Netscape's  Internet  site. 

Architext  Software  Inc.  has  taken 


the  idea  of  searching  even  further  , 
company  was  founded  in  1993  b} 
year-old  Joseph  R.  Kraus  and  five  f 
Stanford  Univei'sity  gi'aduate  studi 
Their  idea:  Instead  of  searching  for; 
cific  keywords,  why  not  search  the 
for  concepts?  After  hashing  out  the 
in  a  Mexican  restaurant,  the  five  s 
work  developing  a  progi'am  in  a  Cijej  ^ 
tino  (Calif.)  garage.  In  December,  f?  •  • 
Architext  raised  $3  million  fi-om  Kl 
Perkins  Caufield  &  Byers,  Institut 
Venture  Partners,  and  some  sm 
■■■■■■■■■  investors. 

Ki-aus  prefers  to  i 
of  AiThitext  more  bn 
as  a  "media  naviga 
company.  The  comp: 
fii'st  product,  called  e  i 
was  introduced  on  0 
The  progi'am  uses  s] 
algorithms  to  conduct 
cept-based  searches 
search    on  "intelleu 
property,"  for  exaio!  v 
would  include  sites  ii/  j 
documents  involving  lia  \f  \ 
ed  topics  such  as  softja:  i  ' 
piracy  that  a  keyo 
search  would  miss.  S  i; 
the  company  has  sii( 
eight  advertisers,  inu 
ing  MCI  Communica3! 
Corp.  and  at&t,  whos'Sn 
appear  on  the  Arche: 
search  page. 
UNDAUNTED.  A  bunc 
startups  see  an  oppit 
nity  in  helping  Corp^a 
America  blend  in-ha 
networks  with  the  « 
wheeling  Internet.  Spider  wants  tctt 
vide  the  software  "glue"  to  conneclpc 
porate   databases   with  informjii 
stored  on  Internet  servei's.  And  fi 
Floor  Inc.  in  Mountain  View,  C;li 
makes  Smart  Files,  a  Lotus  Notes-fj 
gi'oupwai'e  program  foi'  the  Web. 

The  Internet  is  chock-ftdl  of  oppH 
nity.  But  so  was  the  PC  business  a 
years  ago.  For  eveiy  Compaq,  thii 
there  were  a  dozen  flameouts— Coliil 
Data  Products,  Eagle  Computer,  ^( 
tor  Graphics.  "Eveiyone's  hoping 
the  next  Netscape,"  says  Archilk 
Kraus.  "That's  pretty  unreasonati 
expect."  However,  it  won't  stop  k 
from  trying. 

By  Amy  Cortese  in  New  Yorkp, 
Robert  D.  Hof  in  San  Francisco 


toon 
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GoldStar 

The  future  is  making  sense 

I!  see  richer  colours    She  ll 


Public  funding,  global  competition,  public 
education  —  everyone  is  talking  about  the  need 
for  change.  But  what  s  the  cost  to  your  company? 
Join  Busifiess  Week  and  the  Presidents,  (!lEOs 
and  Chairmen  of  America's  most  prestigious 
corporations  for  face-to-face  interaction  and 
discussion  on  how  corporate  America  is  rising  to 
,tieet  these  new  challenges. 

Attendance  is  by  invitation  only.  For  more 
nformation,  please  call  Julie  Terranova,  Registrar, 
Business  Week  Executive  Programs,  (800)  682-6007. 


F"eaturcd  speaker: 
Gcuenil  Colin  Pozn^c/l 
¥o  I'll  I  CI '  Cluiii  111(111 , 
lis.  Joint  Chiefs  of  Staff 


he  1996  Business  Week  Presidents  Forum 

^^Can  America  Really  Change?'^ 


JANUARY  17-21,  1996.  HYATT  GRAND  CHAMPIONS  PALM  SPRINGS,  CA 
At  the  Bob  Hope  Chrysler  Classic,  A  PGA  TOUR  event 


In  association  with: 

The  American  Institute  of  Architects 

BMW  of  North  Aineiica,  Inc. 

Thomas  Group,  Inc. 

7A'nith  Data  Systems 


With  support  from: 

Georgia  Department  of  Inc/ us  try. 

Trade  &  Tourism 
Wharton  Executive  Education 


BusinessWeek 

EXECUTIVE  PROGRAMS 


Beyond  news.  Intelligence. 


Business  Week 


by  The  McGraw-Hill  Companies,  Inc 


n/  lhi  McGmii-Hill< 
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INFORMATION  MANAGEMENT 

PUTTING  A  KEENER 
EDGE  ON  SABRE 

The  reservations  giant  moves  to  face  down  new  online  rivals 

You  might  expect  amr 
Coi"]3.,  parent  of  American 
Airhnes  Inc.,  to  be  giddy 
over  the  Internet.  After  all, 
some  industry  experts  predict 
that  this  vast,  public  computer 
network  could  save  aii-lines  bil- 
lions of  dollars  in  commissions 
by  helping  them  sell  tickets 
directly  to  individuals  and  cor- 
porations instead  of  through 
travel  agencies. 

The  Net  may  indeed  mean 
good  things  for  American,  but 
it   could   spell   trouble  for 
another  AMR  unit,  the  $1.5  bil- 
lion SABRE  Group  and  its 
SABRE    Ti'avel  Information 
Network,  a  computerized  res- 
ervation system  (CRS)  that 
processes    44%    of  travel 
agents'  airhne  bookings  in  the 
U.  S.  With  operating  margins 
of  24%  last  year,  sabre  helped 
cushion    amr   through  the 
downturn  in  the  airline  busi- 
ness, whei-e  margins  were  just  4%-.  Be- 
sides serving  airlines,  sabre  also  col- 
lects lucrative  fees  from  car-rental 
companies,  hotel  chains,  and  other  trav- 
el-service   providers    that    use  its 
system. 

FURIOUS  POSITIONING.  The  rise  of  new 
sales  channels  such  as  the  Internet  and 
commercial  online  services  threatens  to 
make  sabre's  lock  on  the  travel-agency 
business  inci-easingly  u-relevant.  Analyst 
Julius  Maldutis  of  Salomon  Brothers  Inc. 
says  the  Internet  could  cut  the  propor- 
tion of  major  au'line  tickets  sold  tlu'ough 
agents  from  90%'  to  40%  in  the  next 
three  yeai's.  "Travel  agents  are  in  a  very 
unpleasant  place  in  the  food  chain," 
agTees  Andrew  0.  McKee,  president  of 
Adventure  Media  Inc.,  which  helps  tour 


CEO  DURHAM:  Spending  m.illioris  luid  fiiigiiig  alliances 


operators  sell  via  computer  networks. 

So  sabre  is  spending  millions  to  bet- 
ter reach  consumers  dii'ectly — even  as  it 
continues  investing  in  its  traditional  trav- 
el-agency business.  It's  revamping  easy- 
SABRE,  a  decade-old  system  that  reaches 
consumers  via  online  services,  and  it 
plans  to  start  selling  tickets  over  the 
Internet  next  year.  It's  also  trying  to 
forge  alliances  with  key  playei's  such  as 
Microsoft  Corp.  and  Time  Warner  Inc. 
"We  think  we  understand  better  than 
most  how  consumers  buy  travel,"  says 
Michael  ,J.  Durham,  chief  executive  of 
the  SABRE  Group  since  last  Mai'ch.  "Thus 
we  think  we  can  do  a  better  job  of  pro- 
viding an  electronic  medium  for  them 
to  do  it."  Once  SABRE  figures  that  out,  it 
also  must  figure  out  how  much  it  can 


charge  consumers  and  dream  up  ol( 
revenue  soiU"ces  to  make  up  for  the  ijc 
in  agent  fees. 

No  matter  what,  players  old  and  » 
are  furiously  positioning  themselves 
a  world  of  dh'ect,  electronic  travel  s 
With  commissions  and  CRS  fees  e; 
up  about  15c  and  30,  respective! 
every  travel  dollar,  some  airhnes 
hotels  are  seeking  alternatives.  By 
ly  1996,  Southwest  Airlines  Co.  and 
Hotel  Industry  Switch  Co.  (thi^ 
owned  by  a  consortium  oj 
hotels,  each  plan  to  start  U- 
ing  resei-vations  themselves, 
the  Internet.  Meanwhile  B' 
tronic  Data  Systems  Corji 
computer-services  giant,  i. 
taken  a  stake  in  System  ;; 
Co.,  the  U.  S.  marketing  : 
for  Amadeus,  a  Eui'opean  n 
And  United  Aii'lines  Inc.  h 
deal  to  put  a  link  to  its  Af 
CRS  on  the  Microsoft  Netwj- 

To  stay  competitive,  s. 
must  make  its  system  e; 
to  use  by  average  consu: 
not  just  agents  trained  ii 
arcane  codes.  "The  [CRSes 
technological  dinosaurs," 
Charles  Zug,  vice-presiden] 
interactive  services  at  th: 
Nicholas  A.  Athanasiou,  a 
sultant  at  Arthur  D.  L 
Inc.,  estimates  sabre  H 
spend  about  $120  miUion  i 
year  on  new  systems, ' 
more  than  rival  CRS  co 
nies.  Yet,  most  of  that  will  go  to  hei 
travel  agencies. 

There's  still  the  question  of  just  v| 
masses  of  consumers  will  book 
own  seats.  After  a  decade,  easyS.Pli 
generates  only  1%  of  sabre's  volifi 
That's  a  comfort  for  travel  agents.  Si 
they  see  that  a  computer-savvy  pi*l 
won't  rely  on  them  forever  for  siib  ' " 
reservations  and  ticketing.  Those  p 
help  companies  control  their  trj' 
spending  and  offer  personalized  coni 
ing  services  will  always  have  a  roki!*"'t^H( 
sists  Robeit  J.  Funk,  chief  informjc 
officer  at  Rosenbluth  Internationi : 
Philadelphia,  a  big  agency.  That  is,  i) 
somebody  figm-es  out  how  to  do  mliilitl 
on  the  World  Wide  Web,  too. 

By  Weudi/  ZeUner  in  Di^ 


New  Options 
in  the  Air 

New  ways  for  travelers 
to  tap  into  SABRE's  res- 
ervation system: 


easySABRE  Twelve 
online  networks, 
including  America 
Online  and  Prodigy,  offer 
access  to  SABRE's  reserva- 
tion system.  Microsoft  Net- 
work may  be  next. 
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BUSINESS 
TRAVEL 

SOLUTIONS  New 

software  for  PC  networks 
may  help  corporations  by- 
pass travel  agents  and  man- 
age travel  expenses  better. 


INTERNET 

Access  to  SABRE: 
over  the  World 
Wide  Web  will  be  offeree; 
by  early  1996  for  informs 
tion  and  ticketing. 

DATA:  AMR  CORP  \ 


AFT  t:R  ALMOST  200  YEARS  of  HELPING 


R  CUSTOMERS,  WE'VE  DISCOVERED  SOMETIMES 


HEY'D  PREFER  a  CHANCE  to  HELP  THEMSELVES. 


e  one  thing  people  with  duHibditu\i  want  more  than  anything 


e  u'orlc)  ut  a  ehance.  A  chance  to  make  the  moot  of  their  ahilitu\i 


With  that  in  mind,  ITT  Hartford  ha^*  developed  an  innovative  /Managed  DuHibUity 


'am.  One  that  not  only  helpj  your  company  control  cootj,  hut  abo  get^i  employee^i 


duahilitiej  hack  to  work  fa  j  ten  If  they  can  no  longer  perform  their  old  /oh,  we'll  help 


find  one  more  Jitited  to  their  ahilitiej. 


\ior  more  information,  call  your  ITT  Hartford  group  representative.  It  could  mean    ITT  HARTFORD 


loiu  savings  for  your  company.  And  everything  to  an  employee  with  a  disability. 


We  Provide  The  Right  Tools 
To  Meet  Any  Global  Business 

Challenge. 


THUNDERBIRD 

The  American  Graduate  School  of 
International  Management 

Since  1946  we  have  been  providing  domestic  and 
international  corporations  with  men  and  women 
who  have  the  essential  ingredients  for  conducting 
business  anywhere  in  the  world. These  professionals 
are  the  perfect  combination  of  skill,  innovation  and 
global  management  talent. 

These  future  business  leaders  have  mastered  the 
tools  to  play  a  dominant  role  in  global  enterprises. 
More  than  27,000  alumni  do  this  in  London, Tokyo 
and  New  York  and  also  in  Guadalajara,  Lagos  and 
Kuala  Lampur  In  fact,  they  work  in  cities  and  towns 
in  all  fifty  states  and  133  countries, They  have 
learned  to  turn  obstacles  into  opportunities. 

THUNDERBIRD  offers  the  Master  of  International 
Management  degree,  the  Executive  Master  of 

International  Management  degree, 
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and  the  Post  MBA  degree 
program. These  degrees  are  a 
unique  blend  of  courses  not 
offered  by  traditional 
graduate  schools  of  business. 


They  prepare  THUNDERBIRD  graduates  to  negotiate  complex  deals  in  China,  handle  currency 
problems  in  Latin  America,  open  new  markets  in  Eastern  Europe,  and  analyze  risk  in  emerging 
nations. They  turn  cold  sweats  and  sleepless  nights  into  success  stories  for  companies  around  the  world. 


THUNDERBIRD  alumni  punch  and  counter-punch  in  the  language  and  culture  of  the  countries  where  they 
work. You  can  find  them  in  huge  multinational  corporations  and  entrepreneurial  enterprises.  These  new  globalists 
have  everything  it  takes  to  tackle  an\'  kind  of  business  challenge.  And  they  learn  it  at  Thunderbird  --  generation 
after  generation. 

People:  The  Tools  That  Make  It  Work. 


THUNDERBIRD 


The  Amerk  an  Graduate  School  of 
International  Management 


50  Years  of  Global  Leadership 


Office  of  Admissions  •  15249  North  59ih  Avenue  •  Glendale,  Arizona  8S306-6003 
602-978--'2I0  Ext.  7423  •  Fax:602-439-5432  •  AACSB  ACCREDITED 


SPECIAL   ADVERTISING  SECTION 

UTIVE  PROGRAMS  ■■1 


GENERAL  MANAaEMENT  PROGRAMS 


SPECIALIZED  PROGRAMS 


Stanford  Executive  Program 
luiK-  2.^  -  Aiigust  7,  199(-. 

Executive  Program  for  Growing  Companies 

M.u\h  to  -  22,  19')6 

jiiivil  -  August  2,  vm 

Slanford-M.U.S.  Executive  Program 
in  Hong  Kong  -  NEW! 
April  S  -  26,  W6 

Stanford-N.U.S.  Executive  Program 
m  Smgapore 

Aunust  1 1  -  30,  1996 


For  more  information  contact: 
fcl  Veia  Fisher.  Office  of  Executive  Ediicatli 
Stiinfofd  Business  Sctiooi,  Stanford 
Sfanfortf  OA  94305-5015, 
AsktDrOepartnient96B. 
Phone  415-723-3341  Fax  415-7, 
■E-majJ  Sxecutive_HjjO|yii.-f 


Negotiation  and  Influence  Strategies  -  NEW! 

October  29  -  November  3.  1995 
April  2 1  -  26,  Oct.  27  -  Nov.  1, 1996 

Strategic  Uses 
of  Information  Technology  -  NEW! 

May  12-17,  1996 

Leading  and  Managing  Change 

June  23 -July  5,  1996 

Human  Resource  Executive  Program 

July  7  -  12,  1996 

Product  Development 
and  Manufacturing  Strategy 

Xily  7  -  19. 1996 


Financial  Management  Program 

July  7 -19,1^^ 


inagement: 

erspective  ^ 

August  2,  199r 

xecutive  Pragram  in  Strategy  and  Organization 
July  1  --  August  1996 


Add  New 
Perspectives 
to  Your 
Man^ement 
Strategy 

We  can't  tell  you  how  to  run  your 
business,  but  we  can  teach  you  how  to 
be  smarter  about  running  it.  join  over 
700  executives  who  attend  Stanford 
Executive  Education  prcjgrams  each  yea\ 
to  learn  the  key  concepts  and  strategies 
that  help  them  build  and  sustain  their 
competitive  edge. 


an 


icsor 


e  b 


vea: 


The  Kellogg  School 


One  ot  the  world's  leading  schools 
for  executive  education 
invites  you  to  request 

INFORMATION 

Phone  708'467'7000     Fax  708-491 -4323 
E-mail  ExecEd@nwu.edu 
Web  site  http://www.kellogg.nwu.edu/ 

The  J.  L.  Kellogg  Graduate  School  of  Management      Northwestern  University 
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Consistently  rated  among  the  top  executive  education  programs  in  tiie  world  hy 
Business  Week  and  U.S.  News  &  World  Report. 


lal  stud 
itive  1 
's  fines 

li.  «Tite 

^nCoil, 


Entrepreneurs 
don't  grow 

on  trees. 
TKey  grow 

among  tKem. 

ibson.    The  country's  number 
le    business    specialty  school 
c  years  running.  In  the  midst  of  Babson 
lege's  quiet,  wooded  New  England  campus,  an 
Dvative  approach  to  international  business  edu- 
on  flourishes.    Since  1919,  Babson  graduates 
e  left  with  a  unicjue  understanding  of  entrepre- 
rial  thinking.    It's  why  the  Babson  MBA  was 
intly  rated  the  nation's  top  program  for  entrepre- 
rial  studies.   And  why  our  dynamic  School  of 
cutive  Education  is  considered  one  of  the 
id's  finest.  To  learn  more  about  our  top-rated 
ergraduate,  MBA  and  Executive  Education  pro- 
is,  write  to  the  Office  of  College  Marketing, 
son  College,  Babson  Park,  MA  02157-0310, 
all  1-800-933-3543. 
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SPECIAL    ADVERTISING  SECTION 


Stanford 


1996  PROFESSIONAL  EDUCATION  EXECUTIVE  PROGRAMS 


Refocus . . .  Revitalize . . .  Results 


Market  Strategy  for  Tech- 
nology-Based Companies 

April  17-19  &  October  23-25,  1 996 

Cycle  Time  Strategy 

Miircli  13-15.  1996 

Financial  Seminar  for 
Non-Financial  Managers 

I-chniary  7-9,  Miiy  15-17. 
Aiioiist  7-9,  Novcwhtr  6-S.  199(, 

Managerial  Excellence:  Tools 
for  the  High  Potential  Manager 

]iiiu-  25-2S.  1996 

Advanced  Management  College 

Si'plniilicr  22-27.  1996 

Managing  Innovation 

Olio  her  16- in,  1996 

Leadership  Symposium 

Noi'ciiibci  21.  1991, 


Contact:  Jo  Ellis, 
Stanford  Alumni  Assoc- 
iation, Bowman  Alumm 
House.  Stanford,  CA 
94305-4005 

Phone:  (415)  723-2027 

FAX:  (415)  723-3145 

email:  joellisfalcland. 
stantord.edu 


These  programs  are 
sponsored  by  the  Stanford 
Alumni  Association  and 
are  open  to  all  qualified 
candidates.  A  degree  from 
Stanford  is  not  a  pre- 
requisite to  enrollment. 


Today's  Choice  For 
Tomorrow's  Business  Leaders, 

If  you're  looking  for  the  best  in  contemporaiy  innovative 
graduate  business  education,  look  to  Kellstadt.  We  offer  the 
world's  only  M.B.A.  in  International  Marketing  (3  Finance 
(MBA/IMF),  an  18-month  intensive 
program  with  an  international  practicum; 
and  nine  other  M.B.A.  concentrations- 
plus  specialized  degrees  in  Accounting, 
Finance  and  Taxation.  There's  even  a 

Weekend  M.B.A   

Our  faculty  of 
over  200  experts 
offers  a  hard- 
hitting, practical 
approach  to  graduate  business 
education.  All  in  the  heart  of 
Chicago,  where  thousands  of  DePaul 
alumni  give  our  students  a  direct  link 
to  one  of  the  worid's  premier 
industrial  and  financial  centers. 

It's  no  wonder  Kellstadt  is 
consistently  ranked  among  t-he  best 
business  schools  in  the  country.  To 
find  out  more,  call  312/362-8810.  Or  fax  us  at  312/362-6677: 
E-mail;  mbainfo  (c  wppost.depaul.e  'u. 


gBEPAULUNlfilRSITY 

Kellstadt  Graduate  School  Of  Business  •  Chicago  ^ 


Top  lOinRjrtTime 
Programs: 

U.S.  Neius  §  World 
Report.  1995 

Top  5  in  Entrepreneurship 
Programs: 

Success  Magozme 

Top  10%  Business  Schools: 

Gourmn 


DARDEN 


Graduate  School  I 
of  Business  Administration 
University  of  Virginia 


¥ 

Li 


Open-Knrollment  Programs.  Our  programs  are 
designed  and  delivered  to  tal<e  full  advantage  of  the 
diversity  of  experience  found  in  participants  from  a  variety 
of  industries,  cultures,  and  functional  backgrounds.  We 
offer  programs  in  the  areas  of  General  Management, 
Finance,  Leadership  and  Organizational  Change, 
Marketing  and  Sales,  Operations,  and  Special  Topics. 

Company  Partnerships  and  Consortium  Programs. 
Garden  welcomes  the  opportunity  to  work  with  organizations 
in  the  design  and  development  of  program  and  research 
activities  tailored  to  achieve  specific  corporate  objectives 
and  focused  on  key  corporate  issues.  In  addition,  Darden 
consortium  activities  encourage  involvement  by  groups  of 
companies  in  the  design  of  programs. 


The  Rotunda.  University  of  Virginia 

For  wore  ittformatioti:  Darden  Executive  Education  •  The 
Darden  School  Foundation  •  University  of  Virginia  •  P.O. 
Box  6550  •  Charlottesville,  VA  22906-6550  •  Phone  804-924- 
3000  •  Fax  804-924-4402  •  Email:  Darden_Exed@Virginia.edii 
•  Home  Page:  http://www.darden. Virginia. edu/execed/ 


Face  the  global  issues  of  our  time. 
Actiieve  answers  for  difficult 
questions.  Work  together  at... 


Pemi  State 
Executive  Progi  aiiis 
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PENN  State 


A  Powerful  Connection 

Penn  State  Executive  Programs,  recognized  by 
BusinessWeek.  The  Wall  Street  Journal  and  US  News 
and  World  Report,  consistently  ranks  as  one  of  the 
world's  foremost  providers  of  executive  education. 

Penn  State  Executive  Programs  means  39  years 
of  experience  in  executive  edu- 
cation. Years  of  assessing  the 
issues  facing  global  business, 
years  of  translating  those  issues 
into  a  developmental  educational 
process  and  years  of  delivering  a 
superior  educational  experience. 
Connect  with  us  through  one  of 
our  general  or  functional  manage- 
ment programs  or  through  a 
custom-designed  program  for 
your  company 


For  more  information: 

PHONE: 

(814)  865-3435 
FAX: 

(814)  865-3372 

INTERNET: 

psep@psu.edu 


MDERSHIP  LESSONS,  WHARTON  STYLE. 


Does  your  team  pull  togetherl 
Let  Wharton  faculty  show 


he  climb  to  success  is  no  longer  a  solo  trip,  in  the  face  of 
p  challenges,  we  must  succeed  together  or  fail  separately, 
's  of  authority  have  been  redrawn.  Your  success  depends  on 
delicate  balance  of  leading  through  teams, 
/harton  faculty  already  know  the  terrain  both  in  the  real  world 
in  the  classroom.  Professor  Michael  Useem  has  helped  major 
)orations  overcome  the  obstacles  to  corporate  change  and 
ructuring.  Karen  Jehn  has  examined  the  impact  of  conflict  on 
iS-cultural  teams  around  the  world.  And  Professor  John 


Kimberly  has  consulted  with  companies  worldwide  on  the  effect  of 
organizational  innovation  and  design  on  company  performance. 

Drawing  on  this  tradition  of  leadership,  Wharton  Executive 
Education  has  established  a  series  of  courses  to  help  you  reshape 
your  organization.  These  programs  will  enable  you  to  develop 
high  performance  work  groups,  manage  organizational  conflict, 
and  maximize  the  inherent  strength  and  creativity  of  your  diverse 
workforce. 

Why  go  it  alone?  Let  Wharton  guide  you  in  your  climb. 


□  Wharton  Executive  Negotiation  Workshop:  Bargaining  for  Advantage 

April  14-19,  1996 

□  Liberating  Leadership:  Leveraging  the  Power  of  A  Diverse  Workforce 
March  17  -  22,  1996 

□  Executive  Team  Dynamics:  When  All  the  Members  are  Leaders 
March  24-  29,  1996 

□  Meuiaging  with  Ambiguous  Authority 

November  28  -  December  1,  1995  •  June  23  -  26,  1996 

□  Leading  Orgemizational  Change 
December  3  -  8,  1995  •  June  2  -  7,  1996 

□  Managing  People:  Effectiveness  Through  Individucd  and  Group  Dyntunics 
December  3  -  6,  1995  •  March  31  -  April  3,  1996 

11  today  for  a  complete  catalog  listing  over  thirty  different  courses  focusing  on  developing  leaders,  strategies  for  growth, 
ng  financial  advantage,  healthcare  management  and  managing  the  enterprise:  1-800-255-EXEC,  Ext.  1562.  Or  you  can  use 
il:  execed@wharton.upenn.edu.  (Wharton's  world-wide  web  home  page  is:  http://www.wharton.upenn.edu/) 


Wlharton 

The  Wharton  School 
of  the  University  of  Pennsylvania 

Wharton  Executive  Education 


Aresty  Institute  of  Executive  Education  •  255  South  38th  Street  •  Philadelphia,  PA  19104-6359 
1-800-255-EXEC  ext.  1562  •  (215)  898-1776  ext.  1562  •  FAX  Attn:  Dept.  1562  (215)  386-4304 


CIAL   ADVERTISING  SECTION 


TUCK 

AT  DARTMOUTH 


mil 


PROGRAMS  FOR  EXECUTIVES 


CUTTING-EDGE  CONCEPTS 

Intelligent  Enterprise,  a  revolutionary 
analysis  by  Tuck  professor  James  Brian 
Quinn,  is  "the  closest  approximation 
we  have  to  a  textbook  on  the  emerging 
economy." 
—  Fortune 


■ 

m 

BOTTOM-LINE  APPLICATIONS 

"The  Tuck  program  challenged  us  with  compelling 
concepts,  highly  relevant  to  our  business,  which  can 
be  immediately  leveraged." 

—  Managing  Partner,  Coopers  &  Lyhrand 

TEACHING  EXCELLENCE 

"The  Tuck  faculty  are  exceptional.  The  quality  of 
their  presentations  as  well  as  their  content  knowledge 
is  truly  outstanding." 

—  General  Manager,  Chrysler  Corporation 


For  a  complete  listing  of  executive  programs. 
Call  603-646-2839  or  Fax  603-646-1308 


your  h  order 


Discover  your  future  in  the 

GLOBAL  business  WORLD. 


The  Katz  School  E.veaifit'e  Education  Choicest 

FLEX-MBA 

Olitain  an  Executive  MBA  degree  in  two  years 
where\  er  you  work  or  live. 
Program  iiegins  February  1996. 

Management  F'rogram  for  Executives  (MPE) 

Exchange  ideas,  knowledge,  and  opinions  in  this 
intense  4-week  global  learning  experience. 
September  15-October  11,  1996 

For  more  i  n  tormat  ion  : 

Phone  -(r2-6-<8-1600    ha.x  -j  1 2-6-48- !  787 
i'.-nuiil  Ex  Ed  ucat  ion  @  KATZ.  Business.  Pitt. eel  u 

Jiiscpli  M.  Katz  Graduate  Sihool  ol  Business, 
Center  lor  K.xeeutlve  Kducalton.  .^01  Mervis  Hall. 
I'lttsluufih.  PA  l.SL'i>0-75fl3 

The  Katz  School  "It's  not  business  as  usual." 

University  of  Pittsburgh 

'I  |H>  fnivcTsily  ol  I'l.tslnirpli  is  .in  .l(fl^mJn^c•  .icti.m.  equil  .ip|,i.rninin'  insnii  i 


World-class  organizations  demand  executive  programs  that 
address  real-business  issues  with  the  latest  research. 

That's  why  leading  firms  world-wide  choose  Duke  Universit)'. 

Make  Duke  joj/r  choice  for  the  world's  best  executive  programs 

GLOBAL  EXECUTIVE  PROGRAM  Prepares  senior  executives  from 
multinational  enterprises  for  the  challenges  and  opportunities  of 
today  's  world  markets. 

EUROPE:  JUNE  30  -  JULY  12,  1996 
ASIA:  OCT  20  ■  NOV  1.  1996 
AMERICAS:  DEC  1  -13,  1996 

I  ADVANCED  MANAGEMENT  PROGRAM  Prepares 
high  potential  executives  for  the  responsibilities  of 
I  general  management. 

SPRING  SESSION:  APRIL  28  -  MAY  10; 

JUNE  16  -  28,  1996 
FALL  SESSION:  SEPT  8  20; 

NOV  10  -22,  1996 
For  a  complimentary  brochure,  please  contact  us 
UNITED  STATES  BRUSSELS 


Phone;  800  372-3932 
FAX:  919-681-7761 
E-mail:  pjm2  @ 

mail  •  duke  •  edu 


Phone:  32  (2)  655-5857 

FAX-  32  (2)655-5739 

E-mail:  75677.2417  (ff 

Compuserve  .  com 
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If  you're  headed  for  the  top, 
dress  for  the  climb. 

Bentley  has  nationally  accredited  programs  ranked 
among  the  top  by  business  leaders.  Our  faculry  of 
teachers/scholars  have  real  worid  experience.  Only 
minutes  from  Boston,  Bentley  offers: 
An  MBA  with  1-4  concentrations. 
5  Master  of  Science  programs  in  business. 
Travel  abroad,  mentor  and  .sei-vice  learning  program 
Ciedit  for  previous  course  work. 
Call  Bentley  at  617/891-2108  or  1/800/442-4723  [ 
for  a  copy  of  our  catalog. 

t^BENTLEY 


It's  the  only  thing  that's  carved  in  stone. 


Whether  you  face  it  with  reluctance  or 
enthusiasm  is  up  to  you. 

And  only  you  can  decide  to  tackle  it 
with  new  ideas,  fresh  perspective  and 
confidence.  The  first  and  hardest  step 
may  be  pulling  yourself  out  of  daily 
demands. 

At  Columbia  Executive  Programs, 
you'll  step  away  from  business  as  usual 
for  a  week  or  more,  to  a  mountaintop 
mansion  outside  New  York  City.  And 
come  back  with  new  knowledge,  new 
viewpoints  and  your  own  action  plan. 

As  a  division  of  Columbia  Business 
School,  our  faculty  is  unsurpassed. 
Professors  with  the  highest  credentials 
and  real-world  expertise,  from  all  over 
the  globe.  Your  peers  will  also  be  high- 
ly international,  a  stimulating  group  of 
business  leaders  from  around  the  world. 


@ 


Call  today,  for  our  complete  catalog  of 
open-enrollment  courses  or  for  informa- 
tion on  custom  courses. 

No\'.  5  - 10... Marketing  Management  iSanta  Barbara,  CA) 

No\'.  26  -  Dec.  1  Market  iViialysis  for  a 

Competiti\'e  Ad\'antage 

Dec.  3  -  8  Building  &  Managing  Brand  pA|uity 

Dec.  3  -  H  Sales  Management 

Dec.  10-  13  Marketing  .Management 

Feb,  11  -  16  Finance  &  Accounting  tor  the 

Non-Financial  .Manager 

Feb.  2.^  -  .March  1  Leading  &  .Managing  People 

.March  3  -  8  Marketing  .Management 

March  17  -  29.,, Transition  to  General  Management 

April  28  -  May  3  Leading  &  Managing  People 

l-800-692-EXEG,e.xt75i 

Outside  U.S.  1-212-854-3395.  ext  751 
Fax  1-212-316-1473 
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ECIAL   ADVERTISING  SECTION 

COX. 


INSEAD 

Reply  now  for  your  copy  of  our  1996 
Executive  Programme  Brochure 

The  programmes  we  now  offer  reflect  more  than  ever 
the  unprecedented  challenges  vou  face. 

Amongst  others,  two  new  programmes,  "Achieving 
Outstanding  Performance"  deals  with  how  to  achieve 
short  term  success  whilst  building  lasting  improvements 
\n  performance?  And  "Competmg  in  the  Information  Age" 
addresses  the  great  interest  m  new  forms  of 
communication , 

We  are  also  developing  timely  new  programmes  on 
I  Corporate  Governance  and  Healthcare  Management. 

Fax  or  post  the  form  below  to  get  your  copy  of  our  1996  brochure. 
IWe  also  offer  a  CD-ROM,  through  which  you  can  "tour"  our  campus. 

I  •  1 

Our  new  Executive  Programme  brochure  is  now  available 

REPLY  TODAY  FOR  YOUR  COMPLIMENTARY  COPY 

thf  Lf)mplt-tf ()  (It'tails  hflow  with  sour  husiiu-sN  card  to  us  on 
ii  (1)  60  74  55  li  or  post  them  to  INSEAD  Executive  Education,  Boulevard  de 
Constance,  77305  Fontainebleau  Cedex,  France.  E-mail  execed@insead.fr 

^  Check  here  to  receive  our  CD-ROM  multimedia  presentation 
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Fa\/Ti-lex 


GR^SBW 


Obtain  your  Notre  Dame 
MBA  degree  while 
maintaining  tuli-time 
employment  responsibilities 


Classes  meet  on  alternate 
Fridays  and  Saturdays  after  a 
week  in  residence 

Outstanding  faculty 

Small  class  size  to  enhance 
interactive  learning 


<^  Talk  to  us  about  videoconferencing  for 
delivery  to  your  corporate  office 

^  Customized  executive  education 


programs  also  available 


For  a 
brochure 
and  further 
injorinatioii 
a,ll 


DAI^IAS. 


One  of  the  nation^ 
most  innovative 
business  schools, 
the  Edwin  L.  Cox  School  of  Business  is  located  in  one; 
of  the  nation's  most  dynamic  business  cities,  Dallas. 
Through  executive  mentoring  with  the  Dallas  busine< 
community,  our  students  develop  practical  leadershi: 
skills  and  networking  opportunities. 

Our  small  size  and  personalized  programs  prepare 
students  for  their  first  jobs  and  their  long-term  caree 


(214)  768-2630 

Edwin  L.  Cox  School  of  Business 
Southern  Methodist  University 
Dallas,  Texas  75275-0333 

E-mail:  mbainfo@mail.cox.smu.edu 
Web:  http://www.cox.smu.edu 
Southern  Methodist  University  does  not  discriminate  on  the 
basis  of  race,  color,  natural  or  ethnic  origin,  sex  or  disability. 


When  You  I^ink  MBA,  IhiNK  CQ 
We've  Got  What  You  WwT. 


For  information  regarding 
advertising  in 

Busiii(\ss\\eck 

Iiducali()ii6c 
MB  V  Directory 

please  call  312-464-0500 
or  fax  312-464-0512 
write: 
Business  Week 
500  North  Michigan  Avenue, 
Suite  2010 
Chicago,  IL  60611 


pan  Die 


New 

Excitement 

for  the 

Highly 

Successfiil 

Notre  Dme 

Executive 

MBA 
Program 

Free  Information  For  The  Readers  Of 


BusinessWeek 


Beyond  neies.  Intelligence. 

Want  More  Information  About  Advertisers  In  This  Directory? 

1 .  Review  the  list  of  advertisers  on  tiie  listing  page. 

2.  Circle  the  corresponding  number  on  the  postage-paid  reader  service  card, 
complete  the  necessary  information  and  drop  in  the  mail. 

3.  Or,  call  toll-free  24  hours  a  day,  7  days  a  week,  1-800-345-4331 
Order  Code  #951023 


1  Amos  Tuck  School  of  Business/ 
Dartmouth  College 

2  Averett  College 

3  Babson  College  Undergraduate  Programs 

4  Babson  College  MBA/Executive  Education 

5  Bentley  Graduate  School  of  Business 

6  Berkeley  Center  for  Executive  Development 
at  Hass/University  of  California,  Berkeley 

7  Bowling  Green  State  University 

8  Claremont  Graduate  School 

9  Colorado  State  University 

0  Columbia  University  Executive  Programs 

1  DePaul  University/Kellstadt  Graduate  School 
j    of  Business 

I  Duke/Fuqua  School  of  Business 

Ls  Georgetown  University  School  of  Business 

4  Insead 

5  J.L.  Kellogg  Graduate  School  of 
Management/Northwestern  University 

S  Mississippi  State  University 

1  New  Jersey  Institute  of  Technology 

I  New  York  University 

I )  Oakland  University 

I )  Ohio  University 

I I  Oklahoma  State  University 
h  Pace  University 

|)  Penn  State  University 
I  Pepperdine  University  School  of  Business 

and  Management 
i  Rollins  College/Crummer  Graduate  School  of 

Business 
i  San  Diego  State  University 
'  Seton  Hall  University 


28  Simmons  College  Graduate  School  of 
Management 

29  Smith  College  Management  Programs 

30  Southern  Methodist  University 

31  Stanford  Alumni  Association 

32  Stanford  Graduate  School  of  Business 

33  The  Princeton  Review 

34  Thunderbird  -  The  American  Graduate  School 

35  Tulane  University 

36  UCLA  —  Executive  Education 

37  UCLA  — Executive  MBA 

38  University  of  Alabama  -  Tuscaloosa 

39  University  of  Arizona 

40  University  of  California,  Irvine  Executive  and 
Fully  Employed  MBA  Programs 

41  University  of  California,  Irvine  Health  Care 
Executive  MBA 

42  University  of  Florida 

43  University  of  Hawaii/1996  Advanced 
Management  Program 

44  University  of  Hawaii/China  Focused 
Executive  MBA 

45  University  of  Hawaii/Japan  Focused 
Executive  MBA 

46  University  of  Houston 

47  University  of  Minnesota 

48  University  of  Notre  Dame 

49  University  of  Oklahoma 

50  University  of  Pennsylvania/Wharton 

51  University  of  Pittsburgh/Katz  School 

52  University  of  Southern  California 

53  University  of  Texas  at  Austin 

54  University  of  Virginia/Darden 

55  Washington  State  University 


Science  &  Technology 


TOO  DRASTIC? 

('iitics  fear  that 
a  "performance- 
based"  agency 
would  cater 
to  corporate 
interests  or 
rubber-stamp 
applications 


INTELLECTUAL  PROPERTY 


NEW  PATENT  OFFICE 
PENDING 

Pressure  to  reinvent  invention  central  builds  in  Congress 


Think  eoi'porate  reorganizations  are 
tough?  Ti-y  reengineering  a  200- 
year-old  federal  institution  staffed 
with  5,100  civil  servants.  That's  the  kind 
of  challenge  lawmakers  and  politicians 
took  on  when  they  drafted  two  bills  this 
year  that  would  convert  the  U.  S.  Pat- 
ent &  Trademark  Office  (pto)  into  a 
semi-independent,  government-owned 
coiporation. 

The  idea  has  been  around  since  1989 
but  didn't  take  legislative  form  until 
last  May,  when  Representative  Carlos  J. 
Moorhead  (R-Calif.)  introduced  a  bill  to 
"coiporatize"  the  pto.  Vice-President  Al 
Gore  answered  with  a  plan  modeled  on 
Britain's  "performance-based"  system. 
Gore  wants  to  create  an  Intellectual 
Property  Organization  headed  by  a  ceo, 
half  of  whose  pay  would  be  pegged  to 
productivity  and  other  perfoi'mance 
measures.  In  the  cun-ent  system,  bo- 
nuses are  tiny. 

SQUANDERED.  The  two  reform  propo- 
sals spring  fi'om  the  same  gripes.  Unlike 
other  government  agencies,  the  pto  sup- 
ports itself  entii-ely  ft'om  fees.  But  each 
year  it  turns  over  one-fifth  of  what  it 
collects  to  Congi-ess,  which  keeps  part 
for  its  own  pet  projects.  Last  yeai;  Con- 
gress' take  was  $25  million.  "A  pi'operly 
functioning  government  corporation 


wouldn't  have  to  endure  such  a  raid," 
says  Michael  K.  Kirk,  executive  director 
of  the  Arlington  (Va.)-based  American 
Intellectual  Property  Law  Assn., 
which  backs  corporatization. 

By  chopping  the  PTO's 
bureaucratic  fetters, 
Moorhead  and  others 
want  to  make  the  office 
more  flexible  and  cut 
waste.  Millions  of  dollars 
are  squandered  on  inflat- 
ed rents  set  by  the  Gen- 
eral Services  Adminis- 
tration. And  even 
though  the  pto  generat- 
ed $542  million  last  yeai", 
it  can't  expand  staff  be- 
cause of  the  1994  Work- 
force Restnictming  Act, 
which  obliges  the  feds 
to  shed  272,900  jobs. 

Both  corporatization 
bills  would  let  the  com- 
missioner or  CEO  mod- 
ernize facihties  and  up- 
grade staff.  That's 
important  because  pat- 
ent filings  in  difficult 
fields  such  as  computer 
softwai'e  are  gi'owing  far* 
more  quickly  than  total 


PATENT  APPLICATIONS 
ARE  SOARING... 
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..ESPECIALLY 
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TOTAL 
SOFTWARE-RELATED 
APPLICATIONS 
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appHcations,  aca- 
ing  to  the  Inte 
Patent  News  Se 
in  Belmont,  B 
(chail).  To  speed  i 
cessing  and  imj 
patent  quality,  tl 
fice  needs  to  att 
more  highly  ed|; 
ed   examiners  ?. 
equip  them  bett 
Critics  of  corU'; 
ization,  ranging  from  pto  staff  to  i 
pendent  inventors  and  small  bkj 
companies,  say  the  plan  is  drastic  r 
unnecessaiy.  More  than  300  exami 
have  sent  letters  to  members  c 
House  intellectual  property  subcor: 
tee  urging  amendments  to  existing), 
ent  code  instead  of  corporatization.  p 
fear  that  a  ceo  whose  bonus  is  peg 
to  productivity  might  rubber-stam^ 
plications  or  cater  to  large  corpi: 
customers. 

RED  TAPE.  The  bills'  sponsors,  sp 
with  PTO  Commissioner  Brace  A.  [( 
man,  argue  that  oversight  would") 
vent  abuses.  "The  fears  are  180  de/< 
wrong,"  says  Lehman.  "We  want 
better  services  to  fee-payers." 

Independent  inventors  are  hype^i 
sitive  to  change,  having  lost  sldrnill 
in  which  the  U.  S.  adopted  what  t 
regai'd  as  weaker  protections  of  thd 
ropean  and  Japanese  systems.  G, 
such  as  IBM,  Motorola,  and  Intel  i 
against  independents  in  those  cases; 
may  do  so  again  if  they  decide  tha: 
poratization  could  cut  red  tape.  \ 
want  America  to  il 
the  fastest  proces|i 
patents  in  the  w(k 
says  Michael  MaiP 
Intel  Corp.'s  direcli, 
government  affairs  • 
The  PTO  won't  t ' 
vamped  overnight  i; 
one  thing.  House" 
publicans  seem  cr 
mined  to  bundle  I 
bill  with  legislati'l^ 
abolish  the  Comrf 
Dept.,  which  oveK 
the    PTO — a  paill" 
President  Clinton  * 
be  sure  to  vetoJfc 
eventually,  corporj 
tion  seems  a  likel; 
since  it  has  strorj 
partisan  support, 
the  fact  is,  a  morfl 
ible,  responsive  pi 
office  could  help 
innovations  to  mai 
By  Neil 
in  Neu\ 
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Master  of 
Business 
Administration 

Emphasizing  the 
practical  application 
of  business  theory 
and  strategy  for  all 
managerial  levels, 
courses  can  be  com- 
pleted in  two  years  in 
a  series  of  evening 
classes  or  in  a  full-time 
residential  program. 


Executive  Master 

of  Business 
Administration 

Designed  for  mid-  to 
senior-level  executives 
with  several  years 
of  management  ex- 
perience, courses  are 
conducted  in  small- 
group  sessions  and  meet 
every  third  week  for 
20  months. 


Presidential/ 
Key  Executive 

MBA 

Directed  exclusively 
to  the  needs  of  senior- 
level  executives,  an 
integrated  curriculum 
focuses  on  strategic 
issues  facing  senior 
management.  Classes 
meet  once  a  month 
for  20  months. 


Master  of  Science 
in  Tecknolog'y 
Management 

Educating  managers 
to  compete  in  the 
global,  technology- 
driven  business 
environment,  classes 
are  scheduled  every 
third  weekend  over  20 
months  and  include 
two  international 
field  trips. 


Master  of  Science 
in  Ordanization 
Development 

For  managers  and  other 
professionals  involved 
in  organization  change 
and  development,  this 
internationally  re- 
nowned program 
consists  of  a  series 
of  residential  seminars 
held  over  two  years. 


Master  of 
International 
Business 

To  provide  the  man- 
agement, cultural, 
and  language  skills 
required  to  succeed 
in  the  global  market- 
place, this  full-time 
program  includes  a 
year  on  campus  and 
eight  months  of  work 
and  study  abroad. 


gnized  as  an  innovative  leader  in  management  education 
r  business  professionals,  Pepperdine  will  provide  you 
with  the  credentials  to  reach  your  career  potential. 
1  for  further  information  about  our  business  programs. 

Pepperdine  University  is  accredited  by  the  Accrediting  Commission  for  Senior 
Colleges  and  Universities  of  the  Western  Association  of  Schools  and  CoUegas. 


PEPPERDINE 
UNIVERSITY 

School  of  Business  and  Management 
400  Corporate  Pointe,  Culver  City,  CA  90230 

1-800-488-8616 

Extension  100 


E  C  I  A  L   A  D  V  E  R  T  I  S  I 


"1 


University  of  Southern  California 
School  of  Business  Administration 


Executive  MBA  -  a  two-year  degree  program  offered 
on  alternating  Fridays  and  Saturdays  to  accommodate 
the  worl<ing  professional-  Curriculum  is  presented  in  a 
non-traditional  IVIBA  fashion  with  "themes"  (as  op- 
posed to  courses).  This  style  is  relevant  and  practical 
for  today's  leaders  as  they  prepare  for  business  into  the 
next  century 

Executive  Education  -  a  variety  of  non-degree  pro- 
grams are  available  to  the  business  person  looking  for 
an  update  to  their  business  knowledge.  Topics  that  are 
covered  include;  general  management,  change  manage- 
ment, leadership,  global  business,  finance  and  marketing. 
All  programs  are  taught  by  world-class  faculty  that 
include  Warren  Bennis,  Jay  Conger,  Edward  Lawler, 
Ivlorgan  McCall  and  Alan  Shapiro 


University  ol  Southern  California 
School  ol  Business  Administration 

(21,3)  740-3990  fax  (213)749-31^.89 


use 


japcUi-focusecl  KNecuU\)e  MBA 


Tfie  Asia-Pacific  region  represents  some  of  tlie  fastest 
growing  economies  in  today's  complex  world.  Japan 
continues  to  be  one  of  tfie  most  dynamic  countries 
contributing  to  tlie  region's  rapid  growtfi.  To  be  successful 
in  worl<ing  in  Japan  and  witfi  Japanese  organizations 
requires  modern  management  techiniques,  facility  with 
tfie  language,  and  familiarity  with  the  fiistory  and  culture 
of  this  sophisticated  nation. 

The  University  of  Hawaii's  Japan-focused  Executive  MBA 
(JEMBA)  combines  an  AASCB-accredited  MBA  with 
courses  in  Japanese  language,  history,  and  culture,  and  a 
10  week  internship  in  Japan.  The  JEMBA  is  a  cooperative 
educational  program  between  the  University  of  Hawaii 
and  JAIM.S. 

^  1 5  months;  including  1 0  week  internship  in  Japan 
^    AACSB-accrcditid  MBA 

♦  Advanced  courses  in  Japan-focused  international 
business 

♦  Japanese  language  study. 

♦  Courses  on  the  history  and  culture  of  Japan 


Robert  J  Velk,  Ph.D..  Execritive  Direi  tnr 
Asia-Pacific  Center  for  Execulive  Development 

University  of  Hawai'i 

24(M  Maile  Wav,  CBA  B-101 

Honolulu,  HI  9(«22  LISA 

Tel.  8(J8-956-8i:5.i  Fioc:  808-956-.3766 

Internet:  Velkf"  CRD  CBA.Hawaii.EDLI 


The  Uni-Cersit'^  of  HavDai'i 
Asia-Pacific  Center 


MBA 

Management 
Human  Resource  Developm 
Computer  Science 
Statistics 
Engineering 


laiou 
ts,  It 


Video-based  master's 
degree  programs 
with  no  on-campus 
residency  requirement. 

Call  Continuing  Education  at 
1-800-525-4950 

or  E-mail  Inquiries@vines.colostate.edu 

Colorado 
SURGE 

Division  of  Continuing  Education 


Colorado 


Liniversirs 

Instruction  is  offered  as  part  of  Statewide  Extended  Studies 
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BE  SELECTIVE 


The  right  choice  can  be  crucial  to 
your  success. 

Choose  a  school  that  does  more  tharl 
you  expect.  Learn  to  deal  with  an  i 
uncertain  future,  apply  critical  ! 
thinking  to  see  around  the  corner,  I 
plan  strategy  with  a  high  degree  of 
innovation.  You'll  find  that  the  j 
Drucker  Difference  is  real  and  that  a ! 
Drucker  education  makes  a 
difference  in  you  as  a  professional. 

Taking  advantage  of  our  curricular 
choice  model  will  afford  you  the 
flexibility  a  working  professional 
demands.  In  fact  you  can  earn  a 
prestigious  Executive  MBA  without 
interrupting  your  career. 

If  you  are  interested  in  learning 
more,  call  us  to  attend  our  next 
information  session,  make  an 
appointment,  or  request  a  brochure. 


J's^ 


Phone: 

(909)  621-8193 


The  Drucker  Center 
1 65  E.  Tenth  Street 
Claremont,  CA 
9171  1-6186 


3 The  Peter  F.  Druckii 


Imanagement  Center 

of    THE     CI-AREiVIONT     GRADUATE  SCHOj. 


hn  OH 


ADVANCING  THE  ART  OF  MANAGEMEN 


Boeing    Chrysler    Citibank  Corning    Credit  Suisse,; 


996  Ad-Oanced  Management  Progran 


On  June  23,  1996,  the  43rd  consecutive 
liversity  of  Hawai'i  Advanced  Management 
)giani  will  draw  senior-level  executives 
m  around  the  world  who  share  an  interest 
the  Asia-Pacific  region.  For  lour  intensive 
?eks,  these  successful  executives  will  work 
(seiy  with  each  other  and  with  a  world- 
ss  faculty  to  deepen  their  understanding  of 
!  newest  management  techniques  and 
irpen  their  ability  to  compete  in  a  fiercely 
mpetitive  global  marketplace. 

Explore  alternative  techniques  for  formulating  and 
implementing  global  competitive  strategies; 
strengthen  the  analytical  and  the  human  aspects  of 
your  approach  to  management. 

Compare  approaches  and  exchange  ideas  with 
senior-level  executives  from  leading  organizations 
around  the  world. 

Increase  your  global  orientation  and  sharpen  your 
cross-cultural  communication  skills  by  working  in 
formal  problem-solving  sessions  with  successUil 
managers  from  throughout  the  Asia-Pacific. 


)ert  .1.  Velk,  Ph  D  ,  Executive  Director 
i-Pacific  Center  for  Executive  Development 

versitv  of  Hawai'i 
4MaileWav,  CBAB-101 
lolulu,  HI  96822  USA 

-956-8135  Fax:808-956-3766 
met:  Velk(«  CED.CBA.Hawaii.EDLI 


San  Diego  State 
University 

)SU's  MBA  for  Executives 

Designed  for  the  mid-career  executive 
Enhance  your  leadership  and  managerial  skills 
Develop  a  global,  strategic  perspective 
Small  classes  of  experienced  executives 
Learn  from  outstanding  SDSU  faculty 
Earn  an  AASCB-accredited  MBA  in  two  years 


R  OUR  BROCHURE, 
LL  OR  WRITE: 

cutive  Management  Programs 
lege  of  Business  Administration 
'  Diego,  CA.  92182-8232 
jphone:  (619)  594-6010 


Good  News  Travels  Fast 

Wc  re  living  proof.  Enrollments  are  ii  p 
2000%  since  1993.  Wky?  Our  single-minded 
commitment  to  quality. 

Reap  tlie  rewards  of  Lenclimarl-jing  new  standards 
of  excellence  in  intimate  settings  witk  leading 
worltl  experts.  And  keep  spreading  tke  news. 

Berkeley  Center  for 
Executive  Development 

Custom  Corporate  Programs  ♦  Berkeley  Executive 
Program  ♦  Berkeley  Executive  Briefings  ♦  Berkeley 
Advanced  Management  Program  ♦  Berkeley 
Program  for  Technology  Managers  ♦  Financial 
Analysis  for  Non-Financial  Executives  ♦  Strategic 
Value  Creationo  ♦  Strategic  Planning  Under 
Uncertainty©  ♦Managing  in  the  Global  Economy  ♦ 
Integrated  Market  Strategy  and  Planning 

Haas  School  of  Business 

University  OF  California,  Berkeley 

h(jt  a  complete  listing  and  program  brocintre ,  fax  a  copy 
of  tiyis  ad  togetfjer  unth  a  copy  of  your  biisiness  card  to: 

Nanty  Meyer  or  Claudia  \i'ehs 
Berkeley  Center  for  Executive  Development, 
Haas  School  of  Business,  Berkeley,  CA  94720-1900 
Fax  (U 0)^42-  2  m  Te!cf>hnne  (SI 0)642-47 'i^  ext.  ^^2 

r^,rJo^hjj.  I.r>hr!ryr.lu 


ITT    Kodak     Motorola  MCI   Nissan  Rockwel 


Top-Ranked 
Executive  Education 

UCLA 

Anderson  School 


E.XECiTiVE  MBA 


I  Two-year,  alternate  week- 
end program 

I  Seven-month  International 
Field  Study,  with  five-day 
residential  abroad 

Call  (itO)  825-2032 
Fax  (310)  206-41 5 1 


Executive  Education 


1  More  than  40  open  enrollment 
and  customized  programs 
each  year 

I  Programs  of  various  lengths 
conducted  at  UCLA  and  other 
domestic  and  International 
locations 

Call  (310)  825-2001 
Fax  (310)  825-3340 


$  P  ECl A  L   A  D  V  E  R  T I S I N  G  SECTION 


Our  MBA  Comes 
With  A  Lifetime 
Guarantee. 

Graduates  of  our 
Executive  and  Fully 
Employed  MBA  Programs 
can  count  on  a  lifetime 
relationship  that 
includes  ongoing  educa- 
tion and  valuable  busi- 
ness networks,  from  local 
to  global. 

More  reasons  to  choose  an  MBA  from  UCI  include 
national  accreditation  from  the  AACSB  and  a  comput- 
er lab  ranked  among  the  top  five  in  the  country. 
See  for  yourself  why  it's  hard  to  beat  a  lifetime  rela- 
tionship at  one  of  our  upcoming  information  sessions. 

Please  call  (714)  824-5374  for  more  information,  or 
access  our  World  Wide  Web  page  at 
http://www.gsm.uci.edu/. 


fjt  ]  UNIVERSITY  OF  CAUFORNIA,  IRVINE 


fAPriilivH      Fully  Knipliivi'ri  MBA  I'mgrams,  (IradualH  Schiml  iif  Manasemi'ril 


China-focused  KBA 


Greater  China  represents  some  of  the  fastest  growing 
economies  in  today's  complex  world.  .Success  in  this 
dynamic  region  requires  modern  management  tech- 
niques, facility  with  the  language,  and  knowledge  of  the 
history  and  cultures  of  the  major  players. 

The  University  of  Hawaii's  China-focused  MBA  (CHMBA) 
combines  an  AA.SCB-accredited  MBA  with  courses  in 
Mandarin,  history  and  culture,  and  a  capstone  experience 
in  Greater  China.  The  University  of  Hawaii  has  over  300 
Asia-Pacitlc  experts  in  residence;  more  than  any  other 
university  in  the  Western  hemisphere. 

♦  C Ort'  courses  in  siibjccls  such  as  marketing,  finance, 
organi/ational  behavior  and  strategy. 

♦  Advanced  (Jreater  China-focused  courses  in 
international  business 

♦  Mandarin  language  study. 

♦  History  and  culture  of  (ireater  China. 

♦  Capstone  field  experience  in  (ireater  China. 


Robert  .1  Velk.  Ph  D  ,  E.\e(  ulivo  Dircclcir 
Asia-Pacific  Center  for  Executive  Development 

1  Iniversity  oi  Hawdi'i 

2'lfM  Maile  Wdv,  CBAB-IOI 

Honolulu,  Hi  96X22  ll.SA 

Tel.  808-9,56-813.5  Fa.x;  808-9.'")(i-3766 

liitcnifl:  VelkC'  CKD  CBA. Hawaii. E;DLI 


The  UnWersit>?  of  HavJai'i^ 
Asia-Pacific  Center 


When  it  comes  to  the  nation's 
Health  Care  Executive  MBA, 
there's  only  one  destination. 


L.C.  Irvine 


i 


UCI  is  the  first  major  university  to  desigti  an  entire  curl  j;' 
riculum  with  a  health  care  focus.  Busy  professionals  wi 
appreciate  the  convenience  of  a  class  schedule  that 


Med 

Uop: 


meets  just  once  a  month  for  three  and  'I* 


l^3j|^jJ3]"  half  days.  And  with  your  own  pass  on  tl 
Internet,  you'll  be  able  to  work  at  homt 
No  matter  where  home  is.  Please  call  (714)  824-5374  ft 
more  information,  or  access  our  World  Wide  Web  page 
http://www.gsni.uci.edu/. 
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UNIVERSITY  OF  CALIFORNIA,  IRVIN 

Graduate  School  of  Management 


fi'Wv 


Washington  State  Universit 

The  Masters  of  Business  Administration  (M.B.A.)  and 
Masters  of  Accounting(M.Acc.)  programs  at  Wastiingtt 
State  University  enroll  nearly  200  graduate  students  an 
are  supported  by  over  60  business  faculty  members  wi 
strong  research  experience  in  all  facets  of  government 
and  industry. 

The  M.B.A.  program  is  accredited  by  AACSB  and  has  a 
strong  reputation  for  producing  top  quality  graduates  i, 
all  managerial  areas.  A  thoroughly  mature  program,  it 
currently  offers  intensive  preparation  in  business  man- 
agement, with  opportunities  for  instruction  in: 

Accounting 

Financial  Management 
Marketing 
Decision  Sciences 
Management  Information  Systems 
Human  Resource  Management  [ 
Organizational  Behavior 
Hotel  and  Restaurant  Administration 

In  both  class  work  and  research,  the  faculty  and  student; 
enjoy  a  close  relationship  that  is  particularly  characterist 
of  Washington  State  University. 

Phone:  509-335-7617    Fax:  509-335-3857 
mba@wsu.edu 


ience  &  Technology 


PUTING 


IE  NETWORK  OF  TOMORROW 
.  OR  WHENEVER 

is  supposed  to  be  faster.  So  why  isn't  it  taking  off? 


iglas  Daly  wants  students  at  New 
)rk  Medical  College  in  Valhalla, 
.  Y.,  to  probe  the  mysteries  of  the 
body  with  the  help  of  digitized 
:;lips.  Daly,  the  school's  computer 
•k  manager,  realized  last  year  that 
ded  to  rebuild  the  school's  comput- 
work  to  handle  such 
capabilities  as  well 
e  pressing  needs  like 
Internet  access  and 
tion  of  scanned-in 
ents.  He  decided  to 
J  powerful  new  con 
[i  letworking  technoh  »- 
irybody  was  talking 
-ATM  (asynchronous 
r  mode),  which  prom- 
giant  increase  in 
and  the  ability  tn 
networked  multi- 
programs. 

despite  the  wide- 
impression — largely- 
i  by  fanfare  over 
etwork  gear — thai 
ready  for  action, 
concluded  it  wasn't 
ady  for  him.  Anc 
•  ,e  wants  to  upgrade 
;work  by  next  June, 
't  wait  any  longer. 
;    leaning  toward 

B ;  in  another  type  of 
k — fiber  distributed 
iterface — which  will 
lis  needs  for  now. 
aly:  "I  am  not  one  of 
network  managers 
?re  on  the  bleeding 
[  want  to  go  with 
'e  know  works." 
question,  ATM  is  the 
f  the  futiu'e.  It  prom- 
e  ability  to  squeeze 
ideo,  and  voice  into 
e  pipeline.  What's  more,  atm's 
;ig  speed  makes  tyiDical  local-area 
i-ks  (LANs)  running  Ethei'net  or 
Ring  look  downright  catatonic, 
npanies  that  make  ATM  gear  are 
ig  the  an-ival  of  the  atm  age  and 
ach  early  customers  as  Texas  In- 
its  Inc.,  which  uses  atm  to  cany 


essential  traffic  among  six  of  its 
locations. 

For  now,  though,  most  network  man- 
agers are  browsing,  not  buying.  For 
LANS — which  carry  the  bulk  of  comput- 
er network  traffic — ATM  is  expected  to 
make  up  less  than  0.4%  of  the  56  million 


ATM:  Customers  Are 
Browsing,  Not  Buying 

Is  your  company  interested  in 
deploying  a  wide-area  network 
using  asynchronous 
transfer  mode?* 


Of  those  who  said  yes: 
What  stage  are  you  in? 


Just  thinking 

o  1  /V  \ 


Don't  know  —  4% 


Yes 
74% 


22% 


Have  sought 
supplier 
proposals 

16% 

Doing  pilot 
tests 

3% 


DATA;  FORRESTER  RESEARCH  INC, 


♦QUESTION  ASKED  OF  NETWORK  PLANNERS  AT  50  LARGE  U  S.  COMPANIES 


ports  shipped  this  year,  according  to 
DeirOro  Group  in  Menlo  Park,  Calif. 
Sales  are  only  slightly  stronger  in  wide- 
area  networks,  says  FoiTester  Research 
Inc.  of  Cambridge,  Mass. 

Price  is  one  big  hindrance.  Installing 
ATM  in  LANS  costs  about  $1,500  per  per- 
sonal computer,  vs.  $300  or  $400  for  a 


juiced-up  LAN  standard  called  Fast 
Ethernet,  which  has  the  additional  ad- 
vantage of  working  more  easily  with 
regular  Ethernet.  "Fast  Ethernet  is 
stealing  atm's  thunder,"  says  David 
Goodtree,  a  senior  analyst  at  Forrester. 
ATM  still  has  the  edge  in  handling  net- 
worked multimedia,  but  that's  not  a  ma- 
jor need  of  most  network  managers. 
And  several  important  features  of  the 
ATM  standai'd  remain  up  in  the  air. 
JACKRABBIT  START.  The  bottom  line: 
Market  forecasters  who  once  thought 
ATM  would  be  taking  off  about  now  have 
pushed  back  their  projections.  For- 
I'ester's  Goodtree  thinks  it  will  pene- 
trate wide-area  networks  around  1997 
or  1998 — and  LANs  sometime  after  2000. 
That's  bad  news  for  dozens  of  suppliers 
that  have  invested  heavily 
in  hopes  of  a  quicker  pay- 
off. Middlebury  (Conn.)- 
based  General  DataComm 
Inc.,  whose  stock  went 
from  under  2  to  almost  36 
in  five  years  partly  on 
hopes  for  its  big  ATM 
switches,  has  lost  nearly 
two-thirds  of  its  value  since 
January. 

The  market  for  smaller 
gear  that  goes  into  office 
networks  is  especially 
crowded,  with  such  compa- 
nies as  FORE  Systems,  Bay 
Networks,  Newbridge  Net- 
works, and  VB  Networks  aU 
fighting  it  out.  Ron  Jeffries, 
a  principal  of  Jeffries  Re- 
search in  Santa  Maria,  Cal- 
if., wi'ote  last  month  in  his 
ATM  User  newsletter:  "I  ex- 
pect that  life  for  most  atm 
switch  vendors  will  be  nas- 
ty, bintish,  and  short." 

Work  on  hammering  out 
an  ATM  standard  got  off  to  a 
jacki'abbit  start  in  the  early 
1990s,  thanks  to  the  ATM 
Fonim,  a  nonprofit  consor- 
tium of  suppliers,  service 
providers,  and  customers. 
But  progress  has  slowed 
markedly  as  the  fonim  has 
begim  to  tackle  the  tougher 
issues  and  as  membership 
has  passed  the  700  mark. 
"The  more  people  get  in- 
volved, the  longer  the  standards  process 
takes,"  says  Joe  Skoiupa,  atm  marketing 
director  at  fore  Systems  Inc.  in  WaiTen- 
dale.  Pa.  "The  only  alternative  is  to  have 
a  benevolent  dictatorship,  and  not  every- 
one is  wilhng  to  deal  with  that." 

The  forum  claims  most  technical 
standards  are  complete,  but  that  does 
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The  professional's 
choice  when 
every  word  is 
worthy  of  note 


Ju.st  >s"  thin  and  Ics.s  than  high, 
this  roiCL'-ciclircitccI  niicrocassettc 
starts  recording  at  the  sound  of 
speech  and  stops  automatically — 
eliminating  tape  "gaps"  and  sa\'ing 
batteries  and  playback  time.  Auto- 
level  maintains  consistent  volume 
w  hen  taping.  Two  speeds — it  can 
record  up  to  three  hours  on  a  90- 
minute  tape.  To  order,  or  tor  the 
location  ol  a  store  near  you,  call: 

1-800-THE-SHACK^" 


RadioShack 

Voii'vc  gol  question.s.  Wc'\c  got  answers'" 

Prices  apply  al  participating  RadioStiack  stores  and  dealers  Items  not  avaiiaOle  at  a  participating  store  can  be  special-ordered  (suQiect  to  availability)  at 
ttie  advertised  price  A  participating  store  will  offer  a  comparable  value  it  the  product  is  sold  out  Independent  RadioStiack  dealers  and  franchisees  may 
not  be  participating  in  this  ad  or  stock  ot  special-order  every  item  advertised  Copies  of  applicable  warranties  are  available  upon  request  at  stores  for 
inspection  before  sale,  or  by  writing  Customer  Relations,  1400  One  Tandy  Center,  Fort  Wortfi,  TX  76102 


THE  BOTTOM  LINE  LEADS  TO  OHIO 


The  Quickest  Way  There  is  Onh'ne 


Tap  into  Online  Ohio  on  Business  Week  Online, 
You'll  find  market  intelligence  on  Ohio  and  Ohio-based 
companies  that's  timely  and  authoritative.  Plus; 

•  Send  messages  to  state  officials  and  participating  advertisers. 

•  Request  a  wide  variety  of  business  and  product  information, 

•  Access  Ohio's  web  site, 

•  Enter  the  Online  Ohio  contest  and  win  a  fabulous  prize. 

Don't  miss  the  opportunity  to  explore  this  unique  resource 
and  interact  with  the  first  state  to  go  online.  Look  for  Online  Ohio 
behind  the  Offers  &  Info  icon  on  the  Business  Week  Online  opening 
screen  or  by  using  Keyword:  OHIO.  If  you  are  not  currently  an 
America  Online  subscriber,  call  1-800-641-4848  to  receive 
a  trial  diskette  including  10  free  hours  on  AOL. 


Business  Week 


„/  IhrMcCravHilll  imp,«. 


£2 


jyc 


not  mean  different  companies'  ej 
ment  will  work  together  smoothlj 
a  lot  of  cases,  the  standards  are 
ciently  vague  that  10  vendors 
claim  compliance,  and  no  2  of  tl 
would  work  together,"  says  Kevii 
ly,  president  of  Tolly  Group,  a  tec 
ogy  consulting  and  testing  firm  ii  j,ej 
nasquan,  N.J. 

SOFTWARE  CATCH-22.  ATM  suppliers  lEi, 
even  deliver  yet  on  one  of  their  c(  saim 
promises — that  ATM  networks  will  \  wM 
voice  along  with  video  and  data, 
posed  to  data,  which  can  be  sent 
regularly  timed  chunks,  voice  requ  ilall 
steady,  unimpeded  flow.  While  the 
ly  of  how  to  do  that  is  well  known, 
ally  delivering  good-quality  vol  sii,( 
an  acceptable  piiee  has  so  far  stu  in 
suppliers. 

Demand  for  ATM  won't  take  offRBlO 
software  that  exploits  its  featui 
available — and  software  requii'es  a 
ket.  "It's  a  chicken-and-egg  prob 
says  R.  Gary  Byi*d.  Although  Bj 
IBM's  progi'am  manager  of  ATM  nJfcoL,( 
planning  and  a  strong  propone  rtol) 
bringing  ATM  to  the  desktop,  his 


Suppliers  have  yet 

deliver  on  a  key  E 
promise-that  ATM  \ 


handle  voice,  toot 


!tOl 
SOI 


PC  is  connected  to  a  Token  Ring 
So,  with  full-scale  adoption  o 
some  years  off,  many  suppliers  a; 
fering  ways  to  ease  it  into  existin 
works.  The  ATM  Forum  recentl; 
proved  a  standard  for  connectin: 
with  frame  relay,  a  high-speed  V' 
of  traditional  packet  switching, 
breaks  up  data  into  bundles  for 
ing"  over  networks.  Some  suppliei 
promoting  atm  as  a  technology  tha' 
support  current  networks  through 
emulation.  But  that,  too,  is  in  its  u 
stages  of  availability. 

All  those  caveats  don't  trouble  u 
companies  as  Texas  Instraments,  > 
Steams,  Tandem  Computers,  and  ck 
that  are  using  ATM  today.  More  t)i 
mon,  though,  ai-e  the  likes  of  Michaj ' 
tiello,  senior  manager  of  field  suiM- 
for  Medco  Data  in  Fair  Lawn,  N  , 
unit  of  Merck  &  Co.  Says  Vitiello>^ 
toyed  with  it,  did  tests,  but  foul 
wasn't  ready.  I  don't  tliink  my  org;i^ 
tion  or  many  organizations  havit 
manpower  or  the  expertise  to  be 
ing  on  this  bandwagon  right  nowl^i^^l 
asynchronous  transfer  mode,  the  lo  ' 
days  are  not  quite  yet.  , 

By  Joy  Billups  in  New^^^  ^ 


ft 


I  DO! 


velopments  to  Watch 


I  ED  BY  OTIS  PORT 


P6:  GANGING  UP  ON  MAINFRAMES 


i  i:ars,  pundits  have 
oelaiming  that  person- 
liter  technology  would 
l  ing  an  end  to  the 
■  I'  mainframes.  That 
,'  finally  be  approach- 
'n  Oct.   16,  Sequent 
liter  Systems  Inc.  in 
lon,  Ore.,  was  to  un- 
iiiily  of  machines  that 
together  more  than 
Intel  Corp.'s  upcoming 


Pentium  Pro  chips  (previous- 
ly called  P6). 

The  new  computers  will 
build  on  Intel's  plan  to  bundle 
up  to  four-  Pentium  Pro  chips 
on  one  circuit  board.  Sequent 
will  stuff  as  many  as  60-odd 
such  boards  into  its  boxes. 
But  the  real  key  to  hai'ness- 
ing  this  multiprocessor  power 
is  IQ-Link.  This  breakthi-ough 
technology  makes  it  seem 


that  all  the  digital  data  scat- 
tered around  on  the  various 
boards  are  in  one  place.  As  a 
result,  each  chip  can  quickly 
access  any  information  from 
this  melded  memory,  and  the 
computer  can  run  existing 
software.  It's  similar  to  us- 
ing many  little  TV  sets  to  cre- 
ate one  big  composite  display. 

Pundits  will  still  have  to 
wait  a  bit  before  they  can 
crow,  though.  Sequent's  ma- 
chine won't  ship  until  late 
next  year 


SER  CHEMISTRY  STARTS  TO  HEAT  UP 


CHOOL,  CHEMISTRY  MAY 

3ar  to  be  an  exact  sci- 

But  industrial  process- 
)r  making  drags,  poly- 
s,  and  other  materials 
ly  work  with  textbook 
ision.  One  reason:  Heat, 
usual  source  of  energy 

to  break  molecular 
is  so  atoms  can  recom- 

in  new  ways,  acts 
lomly.  So,  if  a  chem- 
'  brew's  compounds 
break  down  in 
3  than  one  way, 

will. 

hat's  why 
oists  have 
I  working  to 
laser  power. 
;rs  promise  a 
to  deliver  a 
ise  amount  of 
gy  to  break  spe- 
bonds — in  short,  a 
(1  better  way  to  trig- 
jhemical  reactions.  In 
3ct.  6  issue  of  Science 


magazine,  one  of  the  leading 
laser-chemistiy  teams  re- 
ports making  some  major 
progress  toward  this  goal. 
Robert  J.  Gordon,  a  chemis- 
try professor  at  the  Univer- 
sity of  Illinois  at  Chicago, 
says  that  a  pair  of  lasers 


have  been  used  to  "steer"  a 
chemical  reaction  away  from 
undesired  outcomes,  thus 
yielding  far  more  of  the  de- 
sired product. 

Two  lasers  with  different 
wavelengths  were  fired  at 
hydrogen  disulfide  mole- 
cules. By  regulating  their 
so-called  phase  difference — 
the  locations  of  the  crests 
and  valleys  of  the  light 
waves  in  the  two  beams — 
researchers  were  able  to 
control  how  the  mole- 
cules break  apart. 
Gordon  says  that 
his  group  started 
with  two-atom  mol- 
ecules and  is  now 
working  with  five- 
atom  ones.  But,  he 
admits,  "that's  still 
a  long  way  from 
drug  molecules," 
which  are  far  larger. 
An  industrial-scale  pro- 
cess will  take  at  least  a 
couple  of  more  years  of 
research. 


NG  SURE 
fK  IE  VIDEOS 
T  LIE 


.   AIN  T  NECESSARILY 

iig  anymore.  Technolo- 
enables  images  to  be 
il  and  doctored  to 
-or    not    show — ^just 
-inything.  So  when  the 
itional  Atomic  Energy 
y  wanted  to  switch 
'01  film  to  digital  video 


cameras  to  check  compliance 
with  the  Nuclear  Nonprolife- 
ration  Ti-eaty,  it  had  a  prob- 
lem: How  could  it  be  sure 
that  the  images  hadn't  been 
tampered  with? 

Cryptographic  technology 
from  RSA  Data  Security  Inc. 
provides  the  answer.  When 
the  sealed  video  cameras  that 
monitor  nuclear-plant  reac- 
tors and  fuel-rod  stoi-age  sites 
snap  a  picture,  a  computer 
chip  attaches  an  encrypted 


digital  "signatui'e."  If  the  im- 
age is  then  altered  in  any 
way — before  or  during  trans- 
mission to  an  orbiting  satel- 
lite— the  bogus  data  will  be 
flagged  when  the  signatm-e  is 
decrypted. 

The  filmless  surveillance 
stations  fi-om  Aquila  Technol- 
ogies Group  Inc.  in  Albu- 
querque cost  about  $25,000. 
Aquila  says  the  system  could 
readily  be  adapted  for  indus- 
trial secuiity. 


A  SHARPER  EYE 
IN  THE  SKY 

UTILITIES,  TELEPHONE 

companies,  and  govern- 
ment agencies  spend  a 
combined  $3  biUion  a  year 
to  collect  geographic  data 
to  plot  power  lines, 
choose  cellular  transmis- 
sion sites,  and  generate 
maps.  While  aerial  pho- 
tography produces  images 
with  razor-sharp  detail, 
collecting  the  data  for  a 
large  project  can  take 
months.  Satellites  can 
cover  a  lot  more  ground — 


FUZZBUSTER 

Before  and 
after  Space 
Imaging 


and  do  it  in  the  blink  of  an 
eye.  But  the  photographs 
they  produce  are  blurry. 
All  that  is  about  to 
change,  says  Space  Imag- 
ing in  Thornton,  Colo. 

In  late  1997,  Space  Im- 
aging plans  to  launch  a 
sateUite  that  will  snap  pic- 
tui'es  with  one-meter  reso- 
lution. That  means  this 
bu'd  sees  objects  as  small 
as  one  square  meter,  a 
tenth  the  size  of  what  to- 
day's commercial  satellites 
can  manage.  Lockheed 
Martin  Corp.  and  Eastman 
Kodak  Co.  helped  develop 
its  improved  optics  and 
global-positioning  accui'acy. 
The  satellite  will  record  a 
50-square-mile  area  in  less 
than  three  seconds.  That 
should  lead  to  drastic  cost 
reductions  and  a  raft  of 
new  consumer  applica- 
tions, including  multimedia 
travel  brochiu-es  that  let 
viitual  touiists  fly  over  a 
beach  resort  before  book- 
ing reservations. 
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EDITED  BY  AMY  DUNKIN 


TEST-DRIVING  MANAGED  CARE 
FOR  YOUR  CAR 


So  you've  had  an  auto 
accident.  While  the  car 
sits  idle  in  the  shop, 
you're  caught  in  the  middle 
as  the  insurance  company 
and  the  repair  shop  bicker 
over  price.  Sound  familiar? 
The  direct  repair  progi-am 
(drp),  a  little-known  ser- 
vice offered  by  most  of 
the  major  auto  insurers, 
and  the  preferred  pro- 
vider option  (PPO),  which 
is  available  from  only  a 
handful  of  carriers,  may 
help  take  the  hassle  out 
of  the  claims  process.  Think 
of  it  as  managed  care  for  car 
repair. 

Similar  to  managed 
health-care  plans,  a  dfu'  al- 
lows you  to  choose  between 
prescreened  network  repair 
shops  or  your  own  mechanic. 
Using  a  participating  dri' 
shop  ensures  that  the  insur- 
ance company  covers  all 
costs,  except  the  deductible, 
and  often  gTiarantees  the  re- 
pairs as  well.  Without  a  drp, 
policyholders  must  shop 
around  for  the  best  esti- 
mate— and  keep  their  fingers 
crossed  that  insurers  wi 
agi'ee  to  pay. 

UNADVERTISED.  Not  all  DRPS 
provide  the  same  benefits, 
but  for  policyholders  willing 
to  comparison-shop,  urps  can 
offer  greater  convenience, 
cost  savings, 
and  better 
quality  re- 
pairs.  All  five  of  the  top  auto 
insurance  carriers  in  the 
U.S.  (State  Farm,  Allstate, 
Farmers  Insurance  Group, 
Nationwide,  and  usaa), 
which  represent  50%  of  all 
insured  cars,  offer  drps  on 
a  regional  basis.  According 
to  the  National  Association 
of  Independent  Insurers, 
over  one-quarter  of  policy- 
holders with  access  to  drps 


choose  them.  So  far,  insur- 
ers say  complaints  are  few. 

Based  on  the  success  of 
DRPS,  a  few  companies  are 
experimenting  with  a  more 
restrictive  form  of  managed 
care:  the  ppo.  Under  this 


INSURANCE 


system,  poli- 
cy h  o  1  d  e  r  s 
trade  choice 
for  premium 
relief,  pros  require  that  you 
agree  at  the  time  of  pur- 
chase to  use  only  network 
repair  shops  in  exchange  for 
a  discount  on  your  collision 
or  comprehensive  premium, 
or  a  lower  deductible.  Going 
out  of  net- 
work and 
getting  reim- 
bursed even  partially  may 
not  be  an  option.  Read  the 
fine  print  when  entering  a 
PPO,  since  some  insurers  are 
more  inflexible  than  others. 

URPS  are  rai'ely  advertised 
by  insurers,  so  ask  up  front 
if  a  company  has  one.  If  so, 
request  a  list  of  repair-  shops 
near  both  yoia-  home  and  of- 
fice. These  shops  are  part  of 
a  network  of  garages  that 


has  negotiated  agreements 
with  the  insurer  on  labor 
rates  and  repair  practices. 

Choosing  the  drp  elimi- 
nates the  need  to  shop  for 
estimates  because  the  net- 
work's garage  is  immediately 
authorized  by  the  insurer  to 
start  the  repairs.  Some  drps 
may  even  spring  for  a  leaner 
car.  Without  delays  caused 
by  price  disputes  or  waiting 
for  a  claims  adjuster,  your 
car  is  usually  ready  sooner. 
Using  a  drp  tyi^ically  shaves 
off  five  to  seven  days  from 
the  time  you  file  the  claim 
until  the  repaired  car  is  re- 
turned, according  to  Jack 
Rozint,  senior  vice-president 
at  ccc  Information  Services, 


a  Chicago-based  liste 
comjmny  specializing  if 
automation  of  car  insuifi 
claims.  Frequently,  the 
age  and/or  the  insuii 
company  guarantee  th  ! 
pairs  for  as  long  as  yoi  '^ 
the  car. 

STEADIER  RATES.  Not 

prisingly,  drps  ylso  b( 
insurers,  saving  an  estirrt.i, 
$255  for  an  average  claT- 
$1,800  to  $2,000,  Rozint 
The    savings    stem  > 
shortening  the  rental-c8  J;  :, 
riod  for  loaners,  dispei^ 
with  an  adjuster,  compu|i, 
ing  the  claims  process^ 
negotiating  discounts 
parts  and  labor. 

If  DRPS  cut  costs,  V 
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many  insurers  pass  on 
ivings  to  the  consumer 
tbiTn  of  reduced  I'ates? 
companies  respond  that 
avings  resulting  from 
programs  merely  help 

keep  rates  stable, 
•rehensive  and  collision 
iiave  held  very  steady 
number  of  years  and 
t  shown  the  same  ram- 
increases  as  liability 
]  through  the  manage- 

of  car-repair  costs," 
"horn  McDaniel,  an  ex- 
3  vice-president  at  cna 
ince  Cos.  in  Chicago, 
lumber  of  companies 
also  test-driven  PPOs. 


sive,  TransAmerica, 
■I'ior,  and  Merchants 
i  Business  Men's  Mu- 
tual Insurance  offer 
this  option  regionally. 
Intense  competition 
and  a  more  favorable 
iiry    climate  have 
lurida  and  California 
conducive  environ- 
tbr  PPOS. 

;ressive  Insurance 
headquartered  in 
ind,  piloted  its  ppo 
11  over  a  year  ago  in 
and  Colorado,  where 
ticipants  were  offered 
premium  discount  at 
le  of  sale.  Over  half 
■ustomers  signed  on. 
lally  the  Florida  dis- 
.  as  dropped  when  the 
ly,  which  continued  to 
Dwn  adjuster,  reahzed 
ings  weren't  signifi- 
Now,  Progressive 


waives  $50  of  the  annual  de- 
ductible if  the  policyholder 
agrees  at  the  time  of  the 
claim  to  use  designated  re- 
pair shops.  "This  admittedly 
small  offer  is  very  welcome 
to  most  people,  especially  at 
what  can  be  a  stressful 
time,"  says  Progressive's 
Florida  division  president, 
Bob  McMillan,  who  is  based 
in  Tampa. 

Although  McMillan  says 
ProgTessive  would  like  to  roll 
out  PPOS  in  other  areas,  there 
may  be  obstacles  to  a  consis- 
tent nationwide  progi'am  be- 
cause auto  insurance  is  regu- 
lated differently  by  each 
state.  At  present,  for  exam- 
ple, two  states  have  specific 
restrictions  on  direct  repair 
programs.  Massachusetts  bans 
insurei"  repair  networks  en- 
tirely. The  state  has  conclud- 
ed that  it's  a  conflict  of 
interest  to  have  the  insur- 
ance company  promot- 
ing repair  shops.  In 
New  York,  insur- 
ers are  only  al- 
lowed to  offer 
DRPs  at  the  time 
of  sale  or  if  the 
customer  requests  a 
refeiTal  when  filing  a 
claim.  New  Jersey's 
Insui'ance  Dept.  re- 
cently passed  a 
regulation  mandat- 
ing that  any  auto  insurance 
company  interested  in  estab- 
Usliing  a  ppo  must  give  policy- 
holders a  discounted  premi- 
um, one  that  is  yet  to  be 
determined.  Sevei'al  carriers 
say  they're  waiting  to  see 
how  deep  the  mandated  dis- 
count is  before  plunging  into 
managed  coverage. 
SECOND  OPINION.  But  there's 
a  downside.  Although  Bill 
Lawrence,  manager  of  All- 
state's  25-year-old  drp,  says 
the  Big  Five  insurers  typi- 
cally use  high-tech  proce- 
dures such  as  video  imaging 
to  assure  that  repairs  are 
done  correctly,  some  compa- 
nies may  have  less  rigorous 
quality  controls.  He  suggests 
that  policyholders  always  re- 
quest an  invoice  detailing  all 
repairs  made  and  their  cost. 
If  you  have  any  doubt  that 
repairs  were  done,  get  a  sec- 


ond opinion  by  taking  the  in- 
voice to  an  independent 
shop:  Many  will  check  the 
work  free  of  charge  or  for 
around  $25. 

Another  potential  problem: 
too  few  repair  locations.  Ti'oy 
Voght,  a  24-year-old  engineei" 
in  Orlando,  jumped  at  his  in- 
surer's offer  to  reduce  by 


vice-president  at  Merchant's, 
says  policyholders  who  opt 
to  receive  the  discount  en- 
ter into  a  binding  contract 
that  requires  them  to  use 
the  company's  referred  shop. 
"I  can't  talk  about  an  indi- 
vidual claim,"  Ward  says. 
"We  write  $10  million  in 
Florida  and  have  a  very  low 


What  to  Ask  about  Insurer 
Repair  Networks 


BISCOUNTS 


Does  the  insurer  offer  a  premium  break  or 
a  lower  deductible  on  collision  coverage  if 
you  agree  to  use  only  the  recommended 


shops? 

AVAILABILITY 

How  many  participating  shops  can  you 
choose  from  near  your  home  or  job?  And 
how  many  states  iDesides  your  own  have 
repair  shops  in  the  network,  if  you  have 
an  accident  while  traveling? 

DEPENDABILITY 

Do  the  shops  provide  a  written  warranty 
for  any  work  done,  and  how  long  will  the 
insurer  stand  behind  it? 

STANDARDS 

What  are  the  criteria  for  shop  participa- 
tion? Is  the  shop  required  to  meet  certain 
standards  of  equipment,  training,  and 
facilities? 

aUALITY 

How  often  does  the  insurer  reinspect  the 
shops  to  ensure  quality  repairs? 

REPUTATION 
EXTRAS 

Is  the  shop  you  intend  to  use  the  subject 
of  any  complaints  filed  with  your  state  in- 
surance department  or  local  Better  Busi- 
ness Bureau? 

Do  network  shops  offer  a  free  rental  car, 
or  do  you  need  extra  rental  coverage? 

20%  his  premium  for  physi- 
cal-damage insurance  if  he 
agreed  at  the  time  of  sale  to 
use  the  insurer's  repair  net- 
work. Ten  days  after  buying 
the  policy,  a  flash  flood  dam- 
aged Voght's  car.  The  insiu'er. 
Merchant's  &  Business  Men's 
Mutual,  of  Harrisburg,  Pa., 
then  told  Voght  his  cai-  would 
be  taken  to  its  direct  repair 
shop  over  200  miles  away  in 
Hollywood,  Fla.  Voght  decid- 
ed to  have  the  repairs  done 
out-of-network  and  agi'eed  to 
pay  the  difference,  but  Mer- 
chant's refused  and  ordered 
the  car  to  Hollywood — where 
it  still  sits  today,  almost  10 
weeks  later. 

Charles  Ward,  a  senior 


complaint  ratio.  This  is  just 
one  disgi'untled  claimant." 

Nonetheless,  the  industry 
trend  is  toward  car-repair 
networks.  "Managed  care 
seems  to  work  with  medical 
coverage,  and  it's  supposedly 
helping  reduce  costs,  so  I 
think  it  can  work  for  car  re- 
pairs in  the  ftitui'e,"  says  Bill 
Mayer,  assistant  vice-presi- 
dent for  claims  at  Govern- 
ment Employees  Insurance 
Co.  in  Washington,  D.  C.  He 
predicts  geico  eventually 
will  offer  a  ppo.  But  unless 
auto  insurance  buyers  are 
willing  to  sacrifice  choice  for 
savings,  full-fledged  managed 
care  could  be  a  bitter  pill  to 
swallow.  Kerry  Capell 
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FOR  PROBLEM  DRINKERS, 
A  MODERATE  PROPOSAL 


Michael  Andes  had 
been  a  social  drinker 
since  high  school,  but 
when  he  and  his  wife 

separated  three  years  ago,  he 
began  to  indulge  nearly  ev- 
ery day.  The  Ann  Arbor 
(Mich.)  social 
worker,  53,  was 
downing  roughly  35  glasses 
of  beer  or  wine  a  week  when 
friends  expressed  concern. 
Finally,  a  year  ago,  he  en- 
rolled in  DrinkWise,  a  contro- 
versial new  program  that 
teaches  drinkers  to  reduce 
their  alcohol  consumption  be- 
fore it  gets  out  of  hand.  An- 
des says  he  feels  much  better 
now  that  he  has  cut  his  drink- 
ing by  more  than  half. 

But  the  controlled  drink- 
ing approach  advocated  by 
DrinkWise  and  Moderation 
Management  (mm),  a  self-help 
group  with  chapters  in  eight 
cities,  is  considered  heresy 
among  those  who  adhere  to 
12-step  progi'ams  such  as  Al- 
coholics Anonymous.  In  the 
U.  S.,  abstinence  has  long 
been  the  only  accepted  treat- 
ment goal  for  heavy  drink- 
ers, unlike  some  European 
countries  where  moderation 
is  widely  accepted.  "Since  the 
1960s,  we've  thought  there 
ai-e  two  kinds  of  people,"  says 
Dr  WiUiam  R.  Miller,  profes- 
sor of  psychiatiy  at  the  Uni- 
versity of  New  Mexico.  "Ei- 
ther you're  an  alcoholic  or 
you  ai'en't." 

MISLABELED.  However,  nearly 
20  years  of  I'esearch  suggests 
that  drinkers  encompass  a 
broad  spectrum  and  that 
many  were  mislabeled  alco- 
holics. Studies  show  one-thii'd 
of  the  U.  S.  adult  population 
doesn't  touch  the  stuff.  Of  the 
remaining  two-thirds,  75% 
are  considered  social  drink- 
ers who  imbibe  occasionally. 
Some  20%  are  problem  drink- 
ers with  some  physical  de- 
pendence on  alcohol,  which 


HEALTH 


may  have  led  to  job,  relation- 
ship, health,  or  financial 
strains.  The  last  5%  are  se- 
verely dependent  on  alcohol 
and  suffer  withdrawal  and 
other  symptoms  typically  as- 
sociated with  alcoholism. 

The  problem  drinkers  are 
the  ones  moderation  pro- 
gi-ams  target.  Of 
the  73  Di-uikWise 
gTaduates,  72%  hold  profes- 
sional or  managerial  jobs,  and 
52%  report  that  prioi'  to  en- 
tering the  program,  their 
pi'oblem  chiiiking  had  gone  on 
for  two  yeai-s  or  less,  suggest- 
ing their  habit  is  not  chronic. 
"People  who  And  our  progi'am 
appealing  don't  think  they're 
powerless  over  alcohol 
says  Keith  Bruhnsen, 
progi'am  manager  for 
DrinkWise,  which 
originated  last  year 
at  the  University  of 
Michigan. 

If  you  enroll  in 
DrinkWise  or  be- 
come an  MM  mem- 
ber, abstinence  is 
necessary  only  if 
moderation  doesn't 
work.    Both    pro-  ? 
grams  offer  similar 
guidelines.  Men  are 
allowed  a  maximum  of 
12  drinks  a  week  and 
women  9,  with  no  more  than 
4  on  any  day  for  men  and 
for    women.    The  ""i-i^ 
guidelines  are  based 
on      studies  by 
Toronto's  Addiction 
Research  Founda- 
tion, which  show 
that  drinkers  who 


in  Detroit  in  November.  A 
nationwide  program  is  also 
available  via  telephone.  You 
must  first  submit  to  an  inter- 
view with  a  counselor,  who 
ascertains  your  suitabiUty  for 
the  program  and  sets  goals. 
After  you  abstain  for  two 
weeks,  you'll  speak  in  person 
or  by  phone  with  a  counselor 
for  three  45-minute  sessions 
ovei'  eight  weeks.  The  coun- 
selor will  teach  you  strate- 
gies for  curbing  your  drink- 
ing, such  as  keeping  a  diary 
of  temptations  and  how  you 
coped  with  them.  The  pro- 
gram costs  $595  in  person 
and  $395  by  phone  and  in- 
cludes two  follow-up  sessions 
at  three  and  nine  months. 

MM  will  soon  start  support 
gi-oups  in  40  more  cities.  If 
you  join,  you  must  abstain  for 
one  month.  Then,  mm  recom- 


mends nine  steps  to  k 
achieve  moderation  n 
"make  positive  Ufestyle  < 
es."  You'll  discuss  what 
learned  and  how  you'n 
ing  at  weekly,  one-houi' 
meetings.  Most  mei 
don't  attend  every  we( 
ter  the  first  couple  of  m 
There's  no  cost,  althou^ 
accepts  donations.  Man,^ 
ticipants  buy  founder  A 
Kishline's  1994  book  k 
ate  Drinking:  The  Mode, 
Management  Guide  foi 
pie  Who  Want  to  R 
Their  Drinking  (Crown,v 
an  updated  version  of 
will  be  published  in  Jai 
For  a  list  of  gToups  in 
area,  send  a  self-addr 
stamped  envelope  to  5 
RO.  Box  6005,  Ann  ^. 
Mich..  48106. 
HARMFUL?  Although 
participants  in  moder 
programs  have  cut  ba 
7  drinks  a  week  on 
age  from  25,  and  w 
to  8  from  17,  mar 
perts  have  se  j, 
reservations 
might  be  pot( 
for  harm  be 
alcoholics 
love  to  be  alj 
drink  modera 
says  Dr.  Ri( 
Fuller,  direct 
the  division  of 
cal  and  preve 
research  at 
National  Institui 
Alcohol  Abuse  &  K: 
holism.  AA  decline 
comment,  citing  the 
of  its  Twelve  Tr-aditions 


Miial 


Steps  to  Controlled  Drinking 

•  Abstain  from  alcohol  for  two  to  four  weeks. 


has  no  opinio 


outside  issues 
But  Kishline 
neither  AA 
a    detox  pro 
helped  her  whejei])n> 
first  sought 


Scrutinize  your  drinking  habits — how  often, 
how  much,  where,  and  with  whom.  Keep  a 

drinking  diary.  ^  , 

stay  within  those    ment  foi  her 

Hmits    experience     •  Examine  what  triggers  you  to  drmL   ing  10  years 

•  Take  no  more  than  12  drinks  per  week  if  you're 
a  man,  9  if  you're  a  woman. 

•  Drink  no  more  than  4  alcoholic  beverages  on 
any  given  day  if  you're  a  man  and  3  if  you're 
a  woman. 


few,  if  any,  alcohol- 
related  side  effects. 

DrinkWise  (800 
222-5145)  offers  one- 
on-one  meetings 
with  trained  counse- 
lors or  group  ses- 
sions in  Ann  Arbor 
and  Philadelphia.  It 
plans  to  open  offices 


Imbibe  a  maximum  of  three  days  a  week. 
Don't  drink  more  than  1  drink  per  hour. 


DATA  DRINKWISE,  MODERATION  MANAGEMENT 


because  they  o) 
unrealistic 
"They  don't  he! 
far  larger  grouj 
doesn't  wantp 
recover  by  abi 
ing,"  says  Kis 
"Those  people 
been  left  out  i: 
cold."  Michelei 
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With  the  SAS"  System,  we  can  integrate 
large  amounts  of  data  and  build  a  picture  of 
how  our  fields  are  performing. 


At  Chevron  U.S.A.  Production 
I  mpany,  the  quest  is  to  be  l)ettei'  than 
best.  Out  in  the  field,  engineers  join 
r'es  with  earth  scientists,  operations 
il,  and  support  personnel  to  produce 
hons  of  barrels  ol  oil  reserves. ..find 
!  develop  new  sources  of  energy... 
I  maintain  quality  and  low  cost  at 
r\  stage  of  the  oil  and  gas  production 

!  ■CSS. 


Why 
Chevron  lis. A. 

Production 
Company  Rehes 
on  the 
SAS  System 


si  Chevron 


"Willi  tlie  SAS  System,  we  can  integicite 
ku'ge  amounts  of  data  and  build  a  |)icture 
to  c()m])are  one  fiel<l  against  another  and 
challenge  our  asset  teams  to  identify  and 
share  best  ()|)cialing  |)racliccs." 


e  Means  to  Make  Better  Decisions 

Providing  the  means  to  deliver  accurate  and  timely 
irmation  to  improve  work  processes  and  make  better 
iuess  decisions  is  the  job  of  George  Alameda.  Chevron 
\A.  Production  Company's  Manager  of  Information 
i  hnology. 

The  company  is  using  the  SAS  System  to  help  with 
I  Tprise-wide  information  deliveiy.  "Our  mission  is  to 
t  financial,  operational,  and  reseiwir  data  available 
I  n  easy-to-use  fomiat  to  all  the  asset  teams  at  work  in 
'  S  A  Production  Co.,"  says  Alameda.  "We've  found  the 
System  is  a  superior  solution  for  analyzing  data, 
t  ling  data  into  useful  metiics,  and  guiding  our  cross- 
I    tional  teams  toward  improved  work  processes." 

One  team,  in  CUSA  Productions  Western  Business 
I  t.  is  tracking  the  profitability  of  individual  wells.  "It's 
J  emendously  difficult  task  to  optimize  our  field 
0  rations  for  maximum  profitability,"  says  Alameda. 

1 


Reacliing  for  the  Best 

Alameda  looks  loiward  lo  extending 
the  use  of  the  metrics  and  performance 
monitoring  data  to  employees  tiying  lo 
impiove  their  work  prwesses.  He  admits 
his  vision  is  far  reaching,  but  so  is  the  SAS  System.  "Our 
challenge  is  to  be  better  than  the  best,"  he  concludes, 
"and  the  SAS  System  is  helping  us  reach  that  goal." 

Tl>  reoeive  a  SAS  System  Executive  Siuiuiiary, 
give  lis  a  call  or  visit  us  on  the  Worhl  Wide  Web 
at  http: //^^'W'w.sas.coni 


.SAS  IiislilLitf  Inc. 
Plione  919-677-8200 
Fax  919-677-4444 
Fjinail:  liw@sas.sas.oom 


g^^^S- System 


/ 


SAS  is  a  ipgisleird  trailpmaik  ol  .SAS  InslitLilr 
Co[)yriglit  ©  199.S  liy  SAS  Institute  Inc. 


Personal  BusinessI 


PRICIER  HOTELS  ARE 
PILING  ON  THE  EXTRAS 


Gone  are  the  days  of 
the  early  1990s,  when 
you  could  haggle  at 
the  front  desk  of  a 

hotel  and  get  a  $150  room 
for  just  $100.  Rising  occu- 
pancies because  of  a  loosen- 
ing of  business  travel  dol- 
lars, an  increase  in  domestic 
tourism,  the  lack  of  new  ho- 
tel constiuction,  and  a  reduc- 
tion in  operating  expenses 
have  made  hotels  more  prof- 
itable and  less  desperate  to 
put  heads  in  beds. 

But  while  most  major 
lodging  chains  have  dumped 
the  discounts  and  jacked  up 
room  rates  3%  to  5%  annual- 
ly in  the  past  two  years, 
they're  loath  to  lose  your 
personal  or  corporate  busi- 
ness to  less  expensive  com- 
petitors. So  hoteliers  are 
scrambling  to  offer  more  for 
your  money  in  the  form  of 
value-added  promotions.  "It's 
very  clear  that  hotel  chains 
are  upgrading  their  services 
to  justify  their  rates,"  says 
Douglas  Shifflet,  president  of 
D.  K.  Shifflet  &  Associates, 
a  McLean  (Va.)  travel  re- 
search firm. 

Progi'ams  aimed  at  leisui'e 
travelers  hope  to  tempt  you 
with  extras  such  as  compli- 
mentary breakfast  and  free 


stays  for  the  kids.  For  ex- 
ample, Radisson's  Bed  & 
Br-eakfast  Breakaways  pack- 
age offers  a  full  bi'eakfast  for 
two  (worth  $12  per  person) 
at  the  room  rate,  which  av- 
erages  $84.40   per  night. 
That's  only  $5  more  than  the 
same  room  with- 
out breakfast  in- 
cluded. Similarly, 
Holiday  Inn 
Worldwide's  Best 
Breaks  features  a 
room  and  break- 
fast for  two  at  a 
rate  that  is  less 
than  if  breakfast 
were  added  on  to 
the     bill,  says 
Craig  Hunt,  vice- 
president  for 
worldwide  fran- 
chising. 

By  tacking  on 
some  restrictions, 
other  companies 
are  able  to  bundle 
in  more  extensive 
services,  itt  Sher- 
aton, for  one,  of- 
fers some  meals, 
accommodations 
for  children  at  no 
charge,  and  room 
upgrades  at  full 
rates  under  its 
Family  and  Ro- 
mance Vacation 
packages.  The 


f^jd^  catch  is  that  you  have 
C0^^  to  stay  for  a  minimum 
tt^  f     of  two  or  three  nights. 

The  programs  are 
available   at  19 
hotels,  mostly  in 
California,  Flori- 
da,   and  Hawaii 
and  will  be  beefed 
up  in  1996,  says 
David  Kalsbeek, 
senior  vice-presi- 
ent  and  director  of 
marketing  and  stra- 
tegic planning. 
MOBILE  DESKS.  Not  surpris- 
ingly, some  of  the  best  deals 
are  reserved  for 
business  travel- 
ers who  usually  pay  premi- 
um rates.  But  check  ahead 
when  booking.  These  servic- 
es, which  may  include  in- 
room  fax  machines,  special 
desks,  and  cui'rent-release 
movies,  are  not  offered  at 
every   property   in  every 
chain,  and  some  hotels  throw 
in  more  than  others.  "Some 
of  our  travelers  find  these 
rooms  worth  the  money,  es- 
pecially if  they  need  to  use 
certain  business  services  ev- 
ery day,"  says  Peter  Buch- 
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TRAVEL 


Hotel  Value  Deals 

Here  are  some  hotels  that  offer  extras,  usually 
at  a  premium  charge. 

PROGRAMS* 


COMPANY 

CLARION 

800  CLARION 

HOLIDAY  INN 

800  HOLIDAY 

HYAH 

800  233-1234 


MARRIOn 

800  228-9290 

RADISSON 

800  333-3333 


SHERATON 

800  325-3535 

WESTIN 

800  228-3000 


Special  business  room.  Rate 
premium,  $20.  Value,  $40. 

Breakfast  package.  Value  per 
room  per  night,  $12. 

Special  business  room.  Rate 
premium,  $15.  Worth  $40  to 
$95. 

Special  business  room,  no  extra 
cost.  Average  room  rate  is  $99.50. 

Bed-and-breakfast  program.  Value, 
$24  per  room  (for  two).  For  busi- 
ness travelers,  special  room  for 
$20  premium.  Value,  $35  to  $50. 

Family  and  Romance  packages, 
offering  extras,  at  full  rate. 


Special  business  room.  Rate 
premium,  $20.  Worth  $75  to 
$200. 


heit,  director  of  travej! 
meeting  services  at  Blilt 
Decker  in  Towson,  Md 
Each  of  Radisson's 
ness  Class  rooms  in  2( 
tels  provides  newspg 
movies,  coffee,  breakfas' 
local  phone  service,  fg 
ceipt  and  delivery,  and 
puter  hookup.  These 
average  $20  per  night 
the  corporate  rate  for  s 
es  worth  $35  to  $50, 
Geof  Rochester,  senior 
president  for  market! 
Radisson  Hotels  World 
Clarion  charges  a  $2i 
mium  abo\ 
average 
rate  for  the  Business 
Room,  as  does  Westin  i 
Guest  Office.  The  latt 
addition  to  offering  sp( 
phones  and  some  free 
includes  the  use  of  a  p: 
fax  machine,  and  copie 
health-club  access.  Wes 
rolling  out  the  progr; 
32  hotels  initially.  Ma 
International's  upscale 
service    hotels  offer 
Room  That  Works  at 
tra  charge.  Currently 
properties,  it  will  be 
able  chair 
next  year, 
standard 
are  equipped 
mobile  w) 
desks,  mo 
task  lights,  ai 
able  wo 
chairs,  and 
modem 
mounted  on  ; 
cial  console  i 
Ti-avelers 
had  become 
tomed  to 
luxury  for 
cost  may  no 
that  the 
make  up  fo)|t. 
higher  room  it 
they   now  U 
pay.    But  % 
years  of  disc* 
ing,  these 
heady  times  f 
hoteliers.  S 
free      brea  'a 


f; 


*  Business  rooms  include  special  services, 
In-room  office  equipment,  or  extra  amenities. 


DATA  BUSINESSWEEK 


here  and 
machine  |e 
may  be  theU 
you  can  e.Np< 
Laura  Koss-/d^ 

\ 
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Because  of  Dodge 
'pids  cab -fonvard 

!^n,  you  won 't  find  the 
I  ishield  in  the  usual 
^  e.  Its  leading  edge  is 
|;  ed  fonvard  and  down, 
^,  ihance  visibility  and 

dynamics. 
;  The  wheels  are  pushed 
I  ml  the  corners,  for 
'  ter  stability  and 
.  'ased  interior  room. 
I  \nd  this  year  many 
s|  ires  that  were  options 
tandard.  So  now  the 
,1  '  of  a  well- equipped 
K  pid  may  be  lower 

youd  expect... while 
I  'e  value  is  higher  than 

us,  Luniina,  Canny 
!;:  ?very  car  in  its  class.^ 


Except  for 
the  windshield, 

the  wheels 
and  the  price, 

tilings  are 
pretty  much 
where  youd 
expect  them 
to  be. 


$18,995: 

well- equipped 

•  Standard  3.3L. 
sequential  EFI  V-6 
engine,  161  lip 

•  StiinJani  speed  control 

•  Standard  power  windows 

and  door  locks 

•  Standard  16"  touring  tires 

•  Standard  fog  lamps 

•  Standard  power  heated 

outside  mirrors 

•  Standard  airbags  for 
driver  and  front  passenger 

•  Standard  air  conditioning 

•  Standard  AM/FM 
cassette  and  center 

console  with  storage 

•  More  passenger  room 
and  trunk  space  than 

Taurus,  Lunnna  or  Camry 

•  Better  resale  value 
record  than  Taurus, 
Lumina  or  Ccmuy^ 

•  Customer  One  Care'^' 
3-Year  or  36.000-mile 

humper-to-huniper 
warrant}'  and 
3/36  Roadside  Assistance^'^ 

•  For  still  more  informcnion, 
call  1-800-4-A-DODGE. 


Intrepid  S  The  New  Dodge 

A  DIVISION  OF  THE  CHRYSLER  CORPORATION  *^ 


Always  wear  vour  seal  beh.    'Includes  desfination.  Base  MSRP  excludes  tax  &  color  shown. 
tWo  cdlcolated  resale  using  ovg.  trade-in  values  (or  '93  &  '94  models  of  competitors  mentioned  and  those  in  Ward's  Large  class  vs  MSRPs 
published  In  Oct.  '94  through  July  '95  NA.D.A  Official  Used  Car  Cuid^  monthlv  editions.  Use  of  these  volues  does  not  consHtute  NADA's  endorsement. 
ttSee  limited  warranty  &  restrictions  at  dealer.  Excludes  normal  maintenance  &  wear  items. 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (3!2)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusmessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  201 
CHICAGO.  IL  60611 


Corporate  Gifts 


hl'.'i!lild'ij'IIA'iilll.lik'i^ia 


Thk  Piix)t  Comm  andkr  Chron(^  ;raph  has 
miuiy  functions:  six  hands,  four  dials,  twin 
push  buttons,  rotating  bezel,  split  secondl 
and  elapsed  time,  brushed  and  polished! 
stainless  steel  band,  water  resistant,  lumi- 
nescent hcinds,  and  precision  SEIKO  VD55 
quiutz  movement.  Tliis  attention-getter  is  a 
solid  investment  tliat  promises  to  increase 
in  value.  Not  available  anywhere  else. 
Money  back  euarantee.  Lifetime  warranty. 
A  $200  valueTOnly  $99  plus  $3  s&h  same 

DAY  SHIPPING.  Send  payment  Ur. 

Flight  Group  One 

270  N.  Canon  Dr.  Dept  1 402-B1 0,  BEVEav  Hills,  CA  9021 0 


Railwayman's 
pocketwatch 


Ollkial  ujlthul  Ihi-  K 
Slate  Railway  ISji 
$49.95  +  $3  S/H  vi',»  I 
l-8nn-.n5-394.1 


;fciuiii;Bi;mu^-i.:i:i 

PO  Bui  828 

While  River  kl  ,  VT  05U<J 


1-800-577-778 


<r;  ATA  i_o  G 


YOUR  NAME  HERg  1^ 
CUSTOM  IMPRINT 

OOt  F  RAl  I  r,  (IP^OT  TOOl  ^ 
SALL  MARKERS  7EES  TOWELS 
TOLIRNAMCNT  PACKAQCS  NAMC 
I  ARFf  S  ANO  MORF 

MPACUCHON  GCL"CO"FAX  #407-845-0208 


Corporate  Gifts 


FOR  SUCCESSFUL  MARKETING  PROGRAMS  ■  Call...  LogoMastCrS 


aver  300,000  (terns 
available  for  imprinting 


209-951-5530 


2495  W  March  Lane  1)204 
Stockton,  CA  95207 

Fax:  209-472-0451 


Corporate  Gifts 


CAP  4  EMBLEM 


FREE  LOGO! 


T  Shirts  wn  -cotor  imprini 


10/69.95 

Caps  wAI  -coVx  irnprint 

10  f  39.95 


10  oi  ceramic  mug  _  , 

 'I ' 

(36  pioce  mnimjm) 


w/1  -cokx  irrpnnt  00 


CUSTOM  DESIGN  •  VOLUME  PRICING  AVAIL.  • 
FREIGHT  ADD  L  •  NO  ART  OR  SCREEN  CHARGES 

1-800-678-6271  FAX:  702-736-2390 


Menswear/Fastiion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  wtio  need  it 
Excellent  variety,  styling  and  quality. 
Send  for  FREE 
CATALOG 


HITCHCOCK  SHOES,  INC 

Dcpl.  .S.Sk  HinglKiiii,  .VIA  11204,^ 

1-800-992-WIDE   


Real  Estate 


Prestigious  Nine  Bar  Ranch  For  Sal 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located 
Outside  Houston,  Texas  •  Renowned  International  Reputation  •  Excellent 
Highway  Frontage  in  Houston's  Growth  Corridor  •  Meticulous  Attention  to 
Detail  &  Amenities  •  Never  Before  on  Market  •  Brochure  Available 
Contact  Jennifer  L.H.  Myers  Tel:  713/840-8853  or  Fax:  713/840-8854 

A.  L.  Salley  Realty 

epetmliiina  in  prestigious  farm  X  tanth  froperties 


Internet  Services 


rivhy  it's  important  to  re 
|your  business  name 
,on  the 


24  Hour  I 
Recofded  Message  I 


(800)641-61081 

Association  of  Internet  User^ 


Reserve  your 
company's  name 
on  the  Internet 
before  someone 
else  does.  $50. 


Internet  Business  Solutions" 
(415)329-9393 


SOI»EnMIOHWAY|COrsJSUl_TI(MG  ioc. 

312     2.ae  eiis 


We  create,  maintain,  S  host  your  Web  site 


•  Home  Pages  •  Products 

^     Reach  your  customers 
o     on  the  World  Wide  Web! 
O         Call  619-457-3307 
^  Email:  VAsales@VirtualAd.com 
>      .  .      I  Information 
_V^rTUai  SuperHighway 


dvantage  Marketing 


•  Multimedia  •Online  Sales  • 


Sports  Equipment 


pnnce 

Tennis  Ball  Mathmes 


PORTABLE  •  BAHERY  OPERATED 
Coll  1  ■800-837- 1002  for  free  brochure 


Health/Nutrition 


Customized  Vitamins 


vit,iniini,  niiiifrals,  and  eneigy-glving 
aniino  acids-over  150  tests-to  analyze 
your  disease  risk.  Based  on  your 
results,  we  design  an  optimal 
supplement  program  to  maximize  your 

health  and  energy  levels  Formerly 
avail.ible  .jnlv  u,  |:nni,..,sionjl  ,i(hl.-tes. 

Get  the  only  complete  nutritional 
supplement  program  that  is  design<Kl 
for  your  unique  biochemical  needs. 

CALL  TODAY  FOR  MORE  INFORMATION 
?S  1-800-466-EMCS 


frgoKeiiK  A  MetdlxilK  Consulling  Services 
SOun  Peothlree  Ind  Blvd  ,  Norcross,  CA  30071 


MS  Mail  /  Interne 
NetConnect  Softwi 

NetConnect  Mail  allows  M^ 
or  WFW  users  to  send  or  n 
mail,  right  from  your  dei 
Thinque  Systems  818/752 
E-Mail:  sales@thinque.i 
Web:  http://www. thinque 


AID 


•l!0 


JNT£||NEi 


•CyberMall  Advertising  of  Products'! 
•  E-mail  Retrieval.  Response/Ma 
•  Interactive  Questionnaires/Ml 
•  Web  Home  Page  Production/1 
•  Sales/Posting  to  NewsgroiJ 
•  Multimedia 


800-735-91 


Advertisei^ 

ON  THE 

Internet 

•  Home  Pages  • 

l-800/693-777«i7 

Myers  Internet  Servi  ^ 


Computer  Skills 


m 


Keyboarding  /  Ty 
In  Only  2  Houm 

improve  ~ 
Your  Productivit  Uttt 
Easy  system  for  us(  I;** 
all  computers  * 

Proven  method  an 

'm 

Only  $34.50  +  $4.5( 

Visa,  MC.  Discover.  Amei 

520  /  792-053(  t 

HERZOG   KEYBOARI  - 

1433  E.  Broadway, Tucson,  AZ 


Financial  Service 


Accounts  Receivable  Fina 

For  California  Business 
$10,000  to  $100,000  Per  M( 
Metro  Credit  Corporatloi 

4.31 1  Wilshire  Blvd..  Suite  j4- 
Los  Angeles,  CA  90010 
213/938-2325 
Loans  will  be  made  pursuant  t 


Immediate  Cash  F( 
Accounts  RECEiVABit^ 
Don't  tie  your  cash  up,  ge^ 
for  expansion,  payroll,  cretV 
and  more  without  borrcn 
Export  Invoices  welcome! 

1-800-910-3251 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  484-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


mputer  Software 


wUNCHTIME  IN  RiO? 

:  vhen  to  call.  WinZones 
H  >  shows  local  time  clocks 
H  irms  for  cities  worldwide 
t\  idows  3.1  or  95.  Only  $35. 

;  III  Extend,  Inc. 
-800/943-8883 


mputer  Training 


our  Earnings  and  Marketability 
ed  to  prepare  lor  certification 
ext  bool<,  manuals,  test  roftware 
No  prerequisites  Work  at  your 
5549  +  S/H.  Visa/MC 
:all:  914/949-0326. 
enslve  Computer  Resources 


tsiness  Services 


MC/AMEX 


ANT  ACCOUNTS 


0'  ^SED  •  IVAAIL /PHONE  ORDER 

ft  NTS  WITH  UNLUCKY  CREDIT 

1(1  )N-SWIPE  •  INTERNET  /  BBS 

\S  CLINES  ^  -ALL  OK  !l  [(800) 

i  4MGVISA 


462 
8472 


RCH  REPORTS 


I 

AOEMIC  TOPICS  AVAILABLE! 

2  lor  the  280  page  catalog 
mtten  reports  also  available 
SEARCH  ASSISTANCE 

322  Idaho Ave.#206BF 

I.OS  Angeles,  CA  90025 

E  HOTLINE:  800-351 -0222 

or  310-477  8226 


im  ational  Mariceting 


africa 


rtformation  Services  i 


Eci  nic  development,  trade, 
kets  where  others  can't! 
^  K  1-800-575-2735 


pital  Available 


ER  BLOWOFF? 


■tting  the  runaround  from 
ho  aren't  really  lending'^ 
'ase  lists  1,000's  of  allerna- 
s  and  investors  who  are 
/>•  financing  higher  nsk 
entures.  CALL  today  for 
800-580-1188  DatuMei-ge 


Telecommunications  Products/Services 


Save  Up  To  57%  On 
Teleconferencing  Calls 

No  set-up  fees.  No  minimum  time. 

No  cancellation  fees. 
Superior  quality.  Superior  service. 

Free  information:  Carl  Greco 
TeL  203/237-2841 
Fax  203/237-2940 


liML 


CONSULTING  CASH  COW! 

S\  Free  Video  •  investment  Required  $14  5k 


Business  Services 


TboW  JONES 

Get  Corporate  Reports 
on  pubhc  companies  or  in-dcpth 
research  from  the  Research  Desk, 

Call  1-800-759-2797 


us  CORPORATIONS  AND  LIMITED 

LIABILITY  COMPANIES  (LLCs) 
SET  UP  INSTANTLY  IN  DELAWARE 
(USA)  BY  PHONE  OR  FAX 


I  P.O.  Box  5722,  DepL  BW.  Wilmington,  DE  198081 

Phone,  FAX  anytime  or  write  for  your  FREE 
I  Delaware  Jncorporalton  Handbook  (6ih  Edition)  \ 
,  TEL:  800-423-2993  , 

'    FAX:  302-996-5818  anytime  ' 

^^Delaware  Bu&lness  Incorporators,  Inc.^J 


•  COldSIDERING  GOING  OFFSHORE? 


For  FREE  INFORMATION  on  Offshore  Asset  Pro- 
lection  Strategies,  Offshore  Trusts,  International 
Business  Corporations,  International  Banking  and 
Investing  Dual  Citizenship  and  International  Verv- 
ture  Capital  Development  Asset  Protection  Annu- 
ities plus  Individual  Business  Opportunities  in  off- 
shore consulting  Call  FFC.  Inc..  1-800-633-2462. 
(FFC,  \r\c  IS  NOT  s  logal  accounting,  or  financial  plarv 
ning  firm  and  does  not  grve  this  type  of  advice  See 
your  licensed  professional) 


Sales  Promotion/Display  Products 


Peabody  Here 
With  The 
Fax-On-Deman 
System  That 
Won  t  Set  You 
"Way  Back" 


Ai  o  recognized  outhonty  in  trie  fields  ot  tectinoiogv 
and  riistory,  it  is  no  surprise  trial  COPIA  has  aslted  me 
to  soy  0  tew  words  about  ttieir  FaxFacts  product 
After  ail  we  pre  both  iDesf  oi  breed 

■  Retrieve  Into  vio  lax/voice 

■  Expandable  to  meet  youi  needs 

■  U  S,  Patent  holdei  lot  some 
coll  lax  delivery 

■  Fox  Bioodcasi/Fox  Moiibox 

■  fox  tiom  ony  Windows  ptogiom 

■  IVR  provides  leollime  queries 

■  Credit  Cord  cfioige  pet  lox 


nets 


TRY  THIS  DEMO 

708/924-3030 
DOC  NO  889828 


Copio 
Intcrnotionol  Ltd. 

Whealon,  Illinois  60187 
800/689-8698 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWriter  Draft/Master 
Electrpstatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

41 17  Second  Ave  .  S  Birmingham,  AL  35222 

Ptione:  205/591-4747  Fax:  205/591  1 108 
800/63CM833  •  E-mall  sal6s@dasher.com 


Tables  from  $309 
Cabinets  from  $169 


Call  for  a  free  catalog  ©SCailCO 
1-800-722-6263       Redmond,  WA 


Business  Opportunities 


CONSULTANTS/TRAINERS 

International  firm  expanding  in 
US  needs  independent 
consultants  and  trainers  to 
represent  our  company.  We 
offer  some  of  ttie  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potentiaL 
Extensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Engle,  VP  Development 
Department  "WB1095" 
100  Kachel  Blvd.,  #150E 

Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)856-5918 


insurance 


$500,000 

LIFE  INSURANCE 


Age 

10  Year 
Level 
Term 

15  Year 
Level 
Term 

20  Year 
Level 
Term 

Joint 
Avg. 
Age 

Sur- 
vivor- 
ship 

35 

$410 

$485 

$630 

50_^ 

$1,816 

45 

$805  ' 

$860^ 

J1.300 

60 

$3,167 

55 

$1,785 

$2,235^ 

$2,915 

70  ^ 

$6,590 

65 

$4>05 

$5,245 

"$6,8lV 

80  " 

$25,100 

Annual  Premium*  •  Preferred  -  No  Tobacco  use 
Underwritten  by  ma|or  life  insurance 
companies  given  tiigtnest  ratings  for 
tinancial  soundness  by  A  M  Best, 
Standard  &  Poors  and  Moody's 
CALL  FOR  A  FREE  QUOTATION  ON 
ANY  DESIRED  AMOUNT  AND  PLAN: 

1-800-444-8715 

Financial  Services  Group 
189  Reservoir  Street 
Needham,  MA  02194 
Through  our  multi-company  representation. 
Financial  Services  Group  offers  the  most 
competitive  products  available  in  today  s 
marketplace  Permanent  life  plans  are  also 
available 

"Not  available  m  some  states 


Office  Supplies/Equipment 


America's  Lowest  Priced  Office 
Supplies  Direct  to  You  Guaranteed' 


Genuine  HP  W/ta%  Hewlett 

D»kJet/Desk  Writer  Packard 
Cartridge  and  paper  r^~^^ 

promotion  "  " 

•  FREE  10-pack  of  HP 

Premium  Glossy  paper 
with  the  purchase  of 

lolor  cartridge  51625A 

#Z3921A  EA 


InkJet  Hm 
Printer 

Address  ^Bk- 

Labels  W| 
•2  5/8"  X  I" 
•White 


#32100 


$^99 


BX;750 


PAPER  MATE. 

White 
Correction 
Fluid 

(Sold  in  DZ) 
#56401 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,700  different- items,  same-day  shipping,  and  all  at  pnces 
you  have  to  see  to  believe.  We  guarantee  it.  .or  5%  back  on  your  purchase!  Call  for 
details.  You  will  receive  our  FREE  552-page  catalog  with  your  first  order. 

1-800-962-9162    Ask  For  Ad  Code  (J085 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2( 
CHICAGO.  11  6061  1 


Business  Opportunities 


BETTER  THAN 
FRANCHISES 


Four  of  our  new  Associates 
are  earning  over  $10,000 
a  month  after  5  months. 
This  11-year-old,  pride  of 
ownership  company  is  ready 
for  more  explosive  growth. 
Keep  your  current  job,  if  you 
must.  Set  your  own  pace. 
Immediate  success  training 
for  serious  candidates. 

(505)  982-2882 


CPA's  Free  Book  Reveals: 


**HowToBuy  Or  Start 
Any  Kind  of  Business  With 
Absolutely  None 
of  Your  Own  Cash. 

tomplimentarv  copy  to  sirioui  parties. 
Call  800-352-9400  or  (702)  384-0700. 


INCREDIBLE  OPPORTUNITY 


Set  Up  Your  Own  Online  Mall. 
Start  teasing  space  and  selling  products  today.  With 
Online  Business  Works™,  our  $795.00  software 
package,  a  novice  user  can  set  up  an  Online  Mall 
In  minutes  and  start  leasing  space  to  local  mer- 
ctiants,  manufacturers  and  distributors. 

Call  1-800-665-4635 


Education/Instruction 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Life  and  Academic 
Experience  ■  No  Classroom 
Attendance  Required 


Call  (800)  423-3244 

or  send  detailed  resume 
for  Free  Evaluation 

Pacific  Western  Univei-sity 

600  N  Sepulveda  Blvd  ,  DepI  170 
Los  Angeles,  CA  90049  USA 


Franchising 


Franchise 

your  business! 

Call  for  information  about 
"Francliise  Your  Business"  seminars 
sclieduled  tl)roughout  the  country. 

FrancofP^ 

Specialists  in  Franchise  Development 

1-800-877-1103  Bw 


Travel/Tours 


r 


INDOCHINA 


Visii  Viclnam,  Laos,  Mekuiii!  River  and  AnLiem 
Angkor.  ln-Dep[h  lour  accompanit'd  by 
cxpenenced  and  knowledgeable  director, 

TILLER  INTERNATIONAL  TOI  RS 

2W  Pnsi  Slreei,  .Suite  11)1,'^ 
San  Fr.inLiscoCA'J4ll)X 
l.1t)7-l%6    Fax  (41  ?l  ,147-1 


Menswear/Fashion 


Custom  Hair 
Replacement 

Show  me  how  Hair  Direct  Express  can 

i^Give  me  the  highest  quality  for  $392.00 
i^Cut.  styled  complete  without  my  leaving  home 
t^Give  me  3  lull  months  to  get  a  100%  refund 

FREE  30-min.  video  tells  how  it's  done 
1-800-294-8898 


Franchising 


Rated  #1  by  Cnlrepreneur  Mogcixine 
Selected  fly  NnSfl's  Kennedy  Spoce  Ctr. 


•  $60K  Liquid  -  Min.  60K  Equity 
'  Financing  Available  on  Balance  •  Master  Franchises  Available 

•  State-of-the-Art  Centers  •  No  Experience  Necessary 
•  ilost  Comprehensive  Training  •  Full  Training  &  Support 
•  Turn  Key  Sites 


1  --eOO-27'5--|  23S 


Education/Instruction 


MBA  BY  Distance  Learning 

Maioi  British  university  otters  accredited  MBA,  nu 
Bachelor's  or  GMAT  needed  Chosen  by  Economist 
Intelligence  Unit  as  one  of  world's  best  MBA  programs 

HERIOT-WATT  UNIVERSITY  I  (800)  MBA-0707 
North  American  Distributor  I       Ask  for  exf  20 
6921  ''.inrkton  Sf,  Suite  2,  El  Ceinto,  CA  94530 
For  immediate  FaxBack  literature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  work  /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville.  LA  70470-4000 


fBACHELOR,  IVIASTER,  DOCTORATE 

EARN  A  DEGREE  Use  your  past  experience  as 
I  credit  towarO  your  degree  No  classes,  seminars 
on-campus  attendance  Studies  buitd  upon 
your  experience  Sell-paced  Send  Resume 
Foi  No  Cost  Evaluation 

(800)  240-6757 

6400  Uptown  Bivd  tllE 
Suite  398-W 
Dept  46 

''Albyciueique,  New  flflexico  87110  U  S  A 


ASSOCIATE,  BACHELOR'S,  Hlfi 
DEGREE  for  Academic,  Militi 
Work  Experience,  Accreditei 
resume  for  Free  Evaluation.  ~ 
attendance, 
ADAM  SMITH  UNTVER 
2200  Main  St.,  Suite  5(K 
Wailuku,  Hawaii  967! 
Ph  808/242-1819  Fax  500A 


University  De 


Approved  Self  Paced  Homiii 
Associate  Bachelors  MastersM>fi! 

Business  Admin.  Public  AdminVi;  : 
Care  Admin,  Human  Resources. Ha- 
nternational  Business,  Tech  MO. 
Paralegal,  Psychology.  Compute  :it 
(800)477-2254  (24  hrs) 
Southern  California  Unive 
for  Professional  Studle 
1640  E.  17  SI-BW,  Santa  Ana.  C 


INVEST  IN  YO 


Your  VALUE  is  Whal  You  Knl 
BS's  ant]  Masters  in  Business ;] 
Engineenng  Ttirough  Distance  I 

Call  Now  For  FREE  Ta||a 
1-800/782-2422  " 


cm 


Slate  Approved 


ADVEFmSE  IN  THE  BUSINESS  WEEK  Mf\RKETPLAm 
AND  REACH  6.2  MILLION  RESPONSIVE  READE^ 

For  rates  and  information  mail  or  fax  this  coupon  todc! 
The  next  Marketplace  section  closes  on  October  2^ 

NAME: 


COMPANY: 
ADDRESS: 

CITY:   

PHONE: 


f 


STATE: 
FAX: 


ZIP: 


Phone,  mail  or  fax  to: 

Business  Week  Marketplace 
500  North  Michigan  Avenue,  Suite  2011 

Chicago,  IL  60611 
Phone  312-464-0500  •  Fax  312/464-052 
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UCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


from  last  week:  -0.6°/ 
■  from  last  year:  7.4% 


Change  from  last  week.  0.0* 
Change  from  last  year:  7,5% 


■  ?70 


PRODUCTION  INDEX 

Sept.  30=124.7 
1992=100 


LEADING  INDEX 

Sept.  30=262.8 
1967=100 


Oct.  Feb  June  Sept 

1994  1995  1995  1995 

xes  are  4-week  moving  averages 

oduction  index  fell  durmg  the  week  ended  Sept.  30.  Before  calculation 
four-week  moving  average,  the  index  rebounded  to  124.5,  from  123.3. 
les  in  the  seasonally  adjusted  output  of  trucks  and  rail-freight  traffic  led 
n.  For  September,  the  index  fell  to  124.7  from  125.4  in  August, 
jding  index  was  unchanged  in  the  latest  week.  The  unaveraged  index 
d  to  262.4  from  262.5.  For  the  month  of  September,  the  index  rose  to 
,rom  August's  reading  of  262.1. 

diOfi  inde,'  Lopyneht  1995  by  The  McGraw-Hill  Companies      BW  leading  inde"  CQpynghl  1995  by  CIBCR 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (10/7)  thous.  of  net  tons 

1,951 

1,934# 

1.2 

AUTOS  (10/7)  units 

135,355 

141,900r# 

0.8 

TRUCKS  (10/7)  units 

127,141 

127,757r# 

9.4 

ELECTRIC  POWER  (10/7)  millions  of  kilowatt-hrs. 

59,654 

58,979# 

4.2 

CRUDE-OIL  REFINING  (10/7)  thous.  of  bbi./day 

14,217 

14,489r# 

3.3 

COAL  (9/30)  thous.  of  net  tons 

20,641# 

20,650 

-0.4 

PAPERBOARD  (9/30)  thous.  of  tons 

855. 8# 

860.5r 

-6.5 

PAPER  (9/30)  thous.  of  tons 

821. 0# 

832. Or 

-1.3 

LUMBER  (9/30)  millions  of  ft. 

481. 2# 

477.7 

0.0 

RAIL  FREIGHT  (9/30)  billions  of  ton-miles 


25. 6# 


25.3 


2.4 


Sources:  American  Iron  &  Steel   Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA'.  SFPA^,  Association  of  American  Railroads 


ING  INDICATORS 


PRICES 


LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

WEEK 

AGO 

%CHG 

{ PRICES  (10/7)  s&p  500 

582.13 

582.91 

27,4 

GOLD  (10/11)  $/troy  oz. 

384.500 

382.500 

-1.4 

IRATE  BOND  YIELD,  Aaa  (10/7) 

7.20% 

7.33% 

-16,0 

STEEL  SCRAP  (10/10)  #1  heavy,  $/ton 

140.50 

143.50 

5.2 

TRIAL  MATERIALS  PRICES  (10/7) 

111.6 

112,2 

NA- 

COPPER (10/6)  «/lb. 

133.8 

136.7 

10.1 

lESS  FAILURES  (9/29) 

NA 

313 

NA 

ALUMINUM  (10/6)  e/ib 

81.5 

82.0 

1.9 

11  ESTATE  LOANS  (9/27)  biihons 


$497.3     $496. 3r 


11.9 


COTTON  (10/6)  strict  low  middling  M/16  in.,  g/lb.   88.41       88.65  33.4 


f  SUPPLY,  M2  (9/25)  billions 


$3,723.2  $3,722.8r 


4.0 


OIL  (10/10)  $/bbl. 


17.28  17.57 


-2.4 


L  CLAIMS,  UNEMPLOYMENT  (9/23)  thous 


335 


366 


.1 


IS:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
Moody's,  Journal  of  Commerce  (index:  1990  =  100),  Dun  &  Bradstreet  (failures 
companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data  on 
s  failures  and  real  estate  loans   'Historical  data  available  from  CIBCR 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals  Week.  Memphis 
m,arket.  NYMEX 


FOREIGN  EXCHANGE 


WE 


EST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

AL  FUNDS  (10/10) 

5.74% 

5.75%, 

4.62% 

ERCIAL  PAPER  (lO/lO)  3-month 

5.83 

5,81 

5.51 

FICATES  OF  DEPOSIT  (lo/ii)  3  month 

5.79 

5,78 

5.49 

MORTGAGE  (IO/6)  30-year 

7.78 

7,89 

9.03 

TABLE  MORTGAGE  (IO/6)  one  year 

5.82 

5  79 

5.80 

10/11) 

8.75 

8.75 

7.75 

Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


UTEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (lo/ii) 

101.01 

101.17 

99.94 

GERMAN  MARK  (lO/ll) 

1.42 

1.44 

1.54 

BRITISH  POUND  (lo/ii) 

1,57 

1.58 

1.59 

FRENCH  FRANC  (lO/li) 

4,98 

4.96 

5.27 

ITALIAN  LIRA  lO/ii) 

1606.5 

1613.3 

1570.4 

CANADIAN  DOLLAR  (lo/ii) 

1.33 

1.33 

1.35 

MEXICAN  PESO  (lo/ii) 

6.745 

6.535 

3.417 

except  for  British  pound  in  dollars 


•f  lata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
tc    nt    I=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NIVI=Not  meaningful 


HE  WEEK  AHEAD 


t  ESS  INVENTORIES 

Oct.  16,  10  a.m.  ►  Itnventories 
.nanufacturers,  wholesalers,  and 

probably  rose  a  small  0.2%  in 
according  to  the  median  forecast  of 
'^^s  surveyed  by  mms  International, 
he  McGraw-Hill  Companies.  Inven- 
'se  0.3%  in  July.  Business  sales 
creased  a  healthy  1.5%,  after  fall- 
:  in  July.  That's  indicated  by  the 
:  already  reported  by  manufactur- 
retailers. 

«  TRIAL  PRODUCTION 

.  Oct.  17.  9:15  a.m.  ►  The  mms 
IS  that  output  at  U.  S.  factories, 
and  utilities  was  probably 


unchanged  in  September  from  August's  lev- 
el. That's  suggested  by  the  flat  reading  of 
total  hours  worked  in  the  manufacturing 
sector  last  month.  Output  jumped  1.2%  in 
August,  helped  by  increased  auto  and  truck 
production.  Operating  rates  for  all  industry 
likely  stood  at  84%  last  month,  down  from 
84.3%  in  August. 

INTERNATIONAL  TRADE 

Wednesday,  Oct.  18,  8:30  a.m.  ►  The  for- 
eign trade  deficit  for  goods  and  services 
probably  narrowed  slightly,  to  $11  billion  in 
August,  projects  the  median  mms  forecast. 
The  July  trade  gap  stood  at  a  large  $11.5 
billion.  Exports,  which  have  fallen  for  two 
consecutive  months,  likely  rebounded. 


Imports,  also  down  for  two  months  in  a  row, 
probably  were  a  bit  higher  in  August  as 
well.  Foreign  trade  continues  to  be  a  severe 
barrier  to  U.  S.  economic  growth. 

HOUSING  STARTS 

Thursday,  Oct.  19,  8:30  a.m.  ►  The  mms 
survey  projects  that  housing  starts  were  lit- 
tle changed  in  September,  from  August's 
annual  rate  of  1.4  million.  Starts  in  August 
were  only  slightly  ahead  of  July's  pace.  But 
single-family  homebuilding  showed  more 
strength,  rising  by  1.4%  in  August.  As  con- 
sumers begin  to  worry  again  about  job  pros- 
pects, mortgage  applications  to  buy  a  home 
have  flattened  out.  That  means  home  buying 
and  construction  should  weaken  this  winter. 
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WHY  DO  FORD 
AND  JOHNSON  & 

JOHNSON 
CHOOSE  DUKE? 


r 

World-class  organizations  demand 
executive  programs  that  address 
real-business  issues  with  the  latest 
research. 

That's  why  leading  firms  world- 
wide choose  Duke  University. 

Make  Duke  j/owr  choice  for  the 
world's  best  executive  programs. 

GLOBAL  EXECUTIVE  PROGRAM 

Prepares  senior  executives  from  multinational 
enterprises  for  the  challenges  and 
opportunities  of  today's  world  markets. 
EUROPE:  JISNE  30  •  JUIY  12, 1996 
ASIA:  OCT  20  ■  NOV  1, 1996 
AMERICAS:  DEC  1  1.^,  1996 

ADVANCED  MANAGEMENT  PROGRAM 

Prepares  high  potential  executives  for  the 
responsibilities  of  general  management. 

SPRING  SESSION:  APRIL  28  ■  MAY  10, 1996 

JliNE  16  •  28, 1996 
FALL  SESSION:  SEPT  8  -  20,  1996; 

NOV  10  -22, 1996 


For  a 

complimentary 
brochure, 
please 
contact  us. 


DUKE 


THE  FUQUAi 
SCHOOL  ] 
OFBUSINESSJ 


BRUSSELS 

Plione:  32  (2)  655-S8S7 

FAX;  32(2)655-5739 

E-mail:  75677.2^17  @ 

Compuserve  •  cor 

UNITED  STATES 

Plione:  800-372-3932 

FAX.  919-681-7761 

E-mail:  pjm2  @ 

mail .  duke  .  edu 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABB  Asea  Brown  Boveri 
(ASEAY)  57 

Abbott  Laboratories  34. 78 
Adam's  Mark  10 
Adobe  Systems  (ADBE)  110 
Adventure  Media  118 
Alex.  Brown  &  Sons  96 
Alliance  U  S  A,  58 
Allstate  (ALL)  134 
Aluminium  Co,  of  America  (AA)  30 
American  Airlines  (AMR)  42.118 
America  Online  (AMER)  6.106, 
110, 118 

Ameritech  (AIT)  30 
AMR  (AMR)  118 
Aquila  Technologies  133 
Archer  Daniels  Midland  (ADM)  34 
Architext  Software  110 
Arthur  D,  Little  118 
AT&T(D  6,64.106,110 
Atlas  Venture  no 

B 


Credit  Suisse  102 

Crown  Cork  &  Seal  (CCK)  B 


Investors  Management  Group  26 
ITT  Sheraton  (im  138 


Jeffnes  Research  131 
Jupiter  Communications  110 
J.W,  Charles  Securities  106 


Kaiser  Steel  (KRSC)  16 


Daewoo  64 

Daimler  Benz  (DAI)  57 

Daiwa  Bank  46. 146 

DDBNeedham  52 

Dell  Computer  (DELL)  30 

Dell'Oro  Group  131 

Dentsu  Young  &  Rubicam  52 

Deutsche  Morgan  Grenfell  57 

D.K.  Shifflet  &  Associates  138 

Dow  Coming  (DOW)  13 

Drug  Emponum  (DEMP)  58 

Dun  &  Bradstreet  27 

DuPont (DD)  48 

Duracell  52 


Kellstrom  Industries  (KEEL)  106 
KfC  48 

Kimberly-Clark  (KMB)  6 
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Editorials 


A  MINISTRY 
OF  BLUNDERERS 

Japan's  elite  Ministry  of  Finance  is  losing  its  standing 
within  the  global  banking  community.  For  the  past  five 
years,  it  has  participated  in  a  covemp  of  Japan's  immense 
banking  crisis,  withholding  vital  infoiTnation  on  up  to  $1  tril- 
lion in  problem  loans — from  not  only  the  Japanese  public 
but  also  central  bankers  around  the  world,  including  the 
U.  S.  Federal  Reserve. 

Now  it  appears  that  the  mof  may  have  skirted  American 
law  by  not  notifying  the  Fed  for  at  least  six  weeks  this 
summer  about  a  $1.1  billion  bond  trading  loss  in  the  New 
York  branch  of  Daiwa  Bank  Ltd.  At  the  least,  it  is  an  egi'e- 
gious  breach  of  trust  among  international  bank  regulators  fac- 
ing global  financial  meltdowns,  such  as  Mexico's  last  year 

At  worst,  the  delay  could  be  part  of  a  long-term  pattern  of 
MOF  bureaucrats  withholding  infoiTnation.  We  know  that  on 
Aug.  8,  Akira  Fujita,  president  of  Daiwa,  told  Yoshimasa 
Nishimura,  mof  Banking  Bureau  dii'ector  general,  about  the 
$1.1  billion  in  losses  inciured  in  New  York  over  11  yeai's.  But 
the  MOF  sat  on  that  information  until  Sept.  18. 

Paradoxically,  the  mof's  disregard  of  the  Fed  came  during 
the  same  summer  months  that  the  Fed  and  the  U.  S.  Trea- 
sury were  secretly  organizing  a  plan  to  rescue  Japan's  finan- 
cial system.  Alarmed  by  what  they  saw  as  a  looming  Japan- 
ese banking  crisis,  U.  S.  officials  boosted  the  dollar  26% 
against  the  yen,  sending  billions  into  Japanese  corporate  cof- 
fers. That  pushed  stocks  up,  increasing  the  capital  of  Japan- 
ese banks.  Thi'ough  the  entu-e  exercise,  the  Fed  could  not  get 
correct  figures  on  Japanese  problem  loans  from  the  mof. 

The  cost  of  the  mof's  blunders  has  been  high — no  gi'owth 
in  Japan  for  years,  a  huge  trade  surplus,  a  wildly  exagger- 
ated yen,  and  a  hollowing  out  of  the  economy.  A  high  price 
indeed. 

LEAVE  THOSE  PENSION 
FINDS  ALONE  

Who  "owns"  the  $100  biUion  in  suiplus  money  in  Coi-po- 
rate  America's  pension  plans,  the  retirees  or  the  com- 
panies? Either  way.  Congress'  proposal  to  allow  coiporations 
to  tap  surplus  pension  funds  is  a  bad  idea.  It's  a  short-teiTn 
policy  that  will  generate  quick  tax  bucks  to  help  balance 
the  budget  at  the  expense  of  overall  savings  in  the  nation.  It 
may  be  good  for  companies,  it  may  not  even  hmt  retirees,  but 
it  is  bad  government  policy. 

Vtrtually  all  U.  S.  reth'ement  plans  are  shaped  by  the  gov- 
ernment's need  for  revenue  rather  than  the  family's  or  the 
economy's  need  for  savings.  Employee  contributions  to  401(k) 
plans  are  capped  by  the  government  at  $9,240.  This  yeai;  Con- 
gi-ess  actually  cut  the  401(k)  contribution  by  not  compen- 


sating for  inflation.  It  needed  moi'e  tax  income  to  make  i 
a  cut  in  revenues  that  occuired  when  trade  tariffs  weU 
duced.  That's  ridiculous,  given  that  if  people  with  4t 
could  sock  away  more  money  for  retirement,  more  ( 
would  be  available  for  economic  growth  and  jobs. 

The  limits  on  individual  retirement  accounts  are 
tighter — $2,000  if  you  are  not  in  another  pension  plan  ■ 
employed  people  with  Keoghs  get  a  much  better  deal: 
can  save  up  to  $30,000  or  15%  of  their  income  annual] 
fi'ee.  If  entrepreneurs  can  save  that  much  for  the  f 
why  not  corporate  employees?  Washington  should  1 
corn-aging  all  to  put  more  money  into  pension  plans,  no 

BAUSCH  &  LOMB'S 
DISTORTED  VISION 

Tie  the  chief  executive's  compensation  to  company 
ings,  produce  goods  in  high  demand  around  the  ■ 
decentralize  operations,  and  give  the  heads  of  business 
tough  quarterly  gi'owth  targets  to  meet.  That's  the  prt 
tion  for  success  in  the  tough  new  global  economy,  righ 
Well,  not  always,  business  week's  Cover  Story  on  E 
&  Lomb  Inc.  illustrates  how  even  the  best  business  sti 
can  have  unintended  consequences  when  the  corjDorate  c 
goes  sour.  A  tenacious  drive  to  meet  the  numbers  con 
with  lax  controls  can  derail  even  the  best  of  companie 
For  many  years,  shareholders  certainly  counted  b 
one  of  the  very  best.  When  Daniel  E.  Gill  came  to  i' 
1978,  the  maker  of  soft  contact  lenses,  binoculars,  an( 
glasses  had  revenues  of  $442  milhon.  By  1993,  undei  ^ 
numbers-oriented,  demanding  leadership,  b&l  had  s;i 
$1.87  billion  and  earnings  from  continuing  operatii 
$193  million. 

But  something  was  rotten  inside  B&L.  During  Gill's 
heads  of  operations  pumped  sales  to  a  degree  unseen  ii 
other  companies.  Double-digit  increases  were  demanded 
quarter,  every  year,  regai'dless  of  local  economic  cond 
That  led,  in  many  operations,  to  phony  invoices,  sending 
to  gi-ay  mai-kets  in  Asia  and  the  Middle  East,  and  questi 
accounting  for  sales. 

It  all  worked  until  mid-1994,  b&l  discovered  it  had  ; 
unsold  inventory  in  Hong  Kong.  The  head  of  Hong 
operations  took  early  retii'ement.  In  November,  conta( 
wearers  brought  a  class  action  alleging  that  b&l  had  cl 
them  different  prices  for  the  same  lenses.  In  Decemb( 
Securities  &  Exchange  Commission  launched  an  invest i 
into  whether  or  not  b&l's  contact  lens  division  improp'- 
flated  sales  and  profits  in  1993.  All  in  all,  continuing  ea 
plunged  54%  to  $88.5  million  in  1994,  as  sales  fell. 

Gill  says  that  b&l's  problems  are  due  to  overambi 
and  incompetent  divisional  executives.  Intei-views  with  (K 
of  current  and  former  b&l  executives  around  the  worli'^' 
gest  a  different  truth:  It's  up  to  the  ceo  of  any  comp; 
make  siu'e  that  good  re.'^ults  aren't  achieved  by  um'ealist 
gets,  accounting  iiTegularities,  and  ethical  lapses. 
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School  in  Britain  is  rarely  cancelled. 


aetinies  going  to  class  requires 
than  a  will  to  learn. 

requires  permanent  four-wheel 

,  all-terrain  iVBS,  and  a  4.()-liter  \'8 
cie.  M\  of  which  have  made  the 

Rover  Discovery  quite  popular  for 
'  )oling  through  the  iciest  corners 

;  United  Kingdom. 

^was  also  the  first  4x4  to  pro\'ide  the 

luring  comfort  of  dual  airhags. 

ad  with  the  reinforced  strength  of 


its  14-gauge  steel  chassis,  side  impact 
heams,  and  steel  inner  body  cage,  the 
Discovert'  is  undoubtedly  built  to  last. 
Perhaps  even  through  graduate  school. 


DISCOVERY. 

$29,950 


At  a  price  of  .S2*>,'AS();  the  I)iscover\' 
is  also  relatively  inexpensive. 

Especially  for  those  who  recognize 
the  x  alue  of  a  good  education. 

So  why  not  call  I-.SOO-FINE  4\VI)  for 
the  dealer  nearest  you? 

We  must  warn  you,  though. 

Even  with  a\'ailablc  seating  for  seven, 
only  one  person  can  truly  appreciate 
the  Discox'cry. 

The  rest  ha\'c  to  go  to  schcxjl. 


Always  ust;  your  scacbclts.  SRSAnrhni^s  til'nic  flu  not  provulc  sutYictcnr  prot>jvt\<in. 
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Yes,  the  CEO  does  have 
a  vision.  It's  called 
network-centric 
computing.  Here's 
an  inside  look. 
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are  BuiLT  hy  TEAMS  oj  COMPANIES. 

Any  computer  company  can  huild  liardw  are  that 
runs  sottvvare  that  runs  your  business.  Or  can  it? 
After  all,  this  is  your  business  we're  talking  about 
here.  Do  you  rcallv  want  to  trust  it  to  mere  hard- 
ware? At  Compaq,  we're  betting  you'd  prefer  an 
easy-to-use,  fully  thought-out  solution.  A  solution 
that  is  the  right  combination  of  server,  operating 
system,  and  dataliase  application  that  soKes  the 
puzzle  of  your  varied  computing  needs. 

Well,  that  takes  several  companies.  Companies 
like  Microsoft,  with  whom  we  createfl  the  ideal 
platform  for  Window  s  NT  and  Back(  )fHce,  integrat- 
ing hardware,  sottvvare,  and  server  management. 
No\ell,  with  whom  we've  created  networking  stan- 
dards lor  years.  Oracle,  w  hose  databases  are  tar 
easier  to  deploy  on  a  Compaq  server  thanks  to  our 
partnership.  And  SAP,  a  leader  in  client /server 
applications,  who's  named  us  Partner  ot  the  Year. 

You  see,  they  ma\  be  Compaq  servers.  But  they 
arc  Compaq -Microsott- Oracle -.S,/\l^- Intel -Nov  ell - 
SCO-Syba.se-Cheyenne  solutions.  (We  just  couldn't 
fit  all  those  logos  on  them.) 

COMPAa 

Has   It   Changed   Your   Life  Yet? 


principles  are  the  beliefs  that  define 
ay  we  conduct  our  business. 


ur  commitment  to  them  that  guides 
one  of  our  actions  and  is  at  the  heart 
the  advice  we  provide.  In  35  countries 
d  the  world. 

^putation  as  a  company  that  lives  by  its 
pies  is  important  to  us. 

ich  so  that  while  our  clients  include 
countries,  companies,  institutions  and 
duals  than  any  other  financial  firm,  we 
•t  judge  ourselves  solely  by  the  numbers. 

ow  we  live  up  to  our  principles. 

elieve  that  for  our  clients  it  makes 
erence. 

lifference  is  Merrill  Lynch. 

^Merrill  Lynch 

A  tradition  of  trust. 
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UNREAL  ESTATE 


ONE  MORE  CHORUS  OF  HEARTBREAK  HOTEL 


THE    BAD  NEWS 

isn't  over  for  ho- 
tels. Sure,  occu- 
pancy and  rental 
rates  ai'e  way  up 
from  the  indus- 
try's 1990-91  dol- 
dnims.  And  hotel 
chains'  pi'ofits  ai'e 
surging.  Still,  the 
chains  typically 
just  franchise 
theii'  names  and 
reservations  ser- 
vices. It's  the 
paitnersliips,  usu- 
ally local  inves- 
tors,  that  own  the  hotels  and 
ai"e  in  for  a  spate  of  foreclo- 
sures and  bankiuptcies. 


LA  CONCHA:  Inv  debt 


Why?  Some 
heavy  loans  are 
coming  due  that 
investors  can't  re- 
pay— or  refinance. 
Tlie  sad  tale 
started  in  the 
booming  19S0s, 
when  hotels  bor- 
rowed huge  sums, 
often  with  little 
down.  Then  the 
recession  hit. 
Even  though 
many  hotels'  valu- 
ations drooped, 
many  lenders  re- 
luctantly restructured  the 
loans,  but  only  for  scant  two- 
to  fom-year  terans.  Well,  time's 


TALK  SHOW  ttEverybody  makes  mistakes.  My  view  is 
you  accept  money  doesn't  mean  you  agree  with  their  ager 

— Senator  Bob  Dole,  saying  his  Presidential,  campaign  was  ' 
wrong  to  return  a  $1,000  donation  from  a  gay  GOP  group 


up.  With  the  feds  pressuring 
banks  to  keep  their  loan  port- 
folios clean,  many  hotels  won't 
get  a  second  I'epiieve.  Mon-is 
Lasky,  head  of  West  Chester 
(Pa.)  consulting  fii-m  Lodging 
UnUmited,  estimates  as  many 
as  1,000  hotels  (of  44,000  na- 
tionally) will  face  this  problem 
tln-ough  1998. 

Despite  its  high  occupancy 
rate,  the  six-stoiy  La  Concha 
Holiday  Inn  in  Key  West, 
Fla.,  where  people  have  long 
gathered  on  the  roof  bar  to 
watch  the  sunset,  has  had  its 
day  of  reckoning.  Owner  La 
Concha  Partners  borrowed 
$13.8  million  at  10%  in  1986 
and  restnictm-ed  it  at  a  lower 
interest  rate  (8%)  in  early 
1993.  Yet  they  couldn't  repay 
the  principal  when  it  came 
due  Sept.  1  or  roll  it  over. 
Tlie  hotel  filed  for  Chapter  11 
on  Oct.  12.  □ 


NORTHERN 
LITES:  Uricool? 
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AFTER  NAFTA 

HEY.  irS  NOT  REALLY 
WINE'  EITHER 

ARE  T  H I N  s 
really  wastin' 
away  in  Margari- 
taville?  Mexican 
government  offi- 
cials think  so. 
They  are  com- 
plaining to  U.  S. 
trade  officials  that 
Seagi'am  and  e&.j 
Gallo  Winery  are 
selling  margaiita- 
flavored  coolers 
that  lack  a  cintical  ingredient: 
tequila. 

Under  the  North  Ameri- 
can Free  Trade  Agreement, 
only  Mexico  can  produce  te- 
quila— made  from  the  blue 
agave  plant.  And  Mexico  is 
worried  that  cheaper  wine- 
01'  malt-based  margarita  cool- 
ers will  water  down  its  $1.2 
billion  U.  S.  market.  Intro- 
duced over  the  past  two 
years,  the  Seagram  and  Gallo 
products  are  "unfair  competi- 
tion," fumes  German  Cava- 
zos,  deputy  director  of  Mexi- 
co's Office  of  Standards. 


Heublein,  which  sells  Jose 
Cuervo  tequila,  also  has  en- 
tered the  fray,  filing  a  peti- 
tion with  Washington  and 
lawsuits.  The  suits  seek  un- 
specified damages  and  a 
court  order  barring 
Heublein's  rivals  from  calling 
anything  a  margarita  unless 
it  contains  tequila. 

U.  S.  trade  officials  ai'e  tak- 
ing Mexico's  complaint  with 
a  shaker  of  salt.  So  are  Gallo 


and  Seagi'am,  which  say  then- 
products  are  clearly  and  accu- 
rately labeled.  Plus,  Seagram 
accuses  Heublein  of  hypocri- 
sy, since  in  1993  Heublein 
test-marketed  a  "Moscow 
Margarita"  that  used  vodka 
instead  of  tequila.  Heublein, 
which  pulled  the  product, 
says  its  label  made  obvious 
what  was  and 
wasn't  inside. 
Stan  Crock 


THE  LIST  AIR  FAREj 


In-flight  meals  may  not  taste  For  those  who  prize 

good,  but  at  least  you  can  their  arteries,  United 

order  a  health  platter  that's  Airlines  triumphs  for  its 

good  for  you,  right?  Uh,  may-  soy-based  vegetarian  steak, 

be  not.  A  doctors'  group  AIRLINE  HEALTH- 

asked  airlines  for  a  sample  PLAUER  RANKING 
of  their  vegetarian  dishes.  Representative  Fat 

The  worst  had  31%  to  39%  vegetarian  meal  content 

fat,  not  as  good  as  skinless  UNITED  Vegetarian  steak  3% 
baked  chicken  (around  Stuffed ~pep7er7 '  Y ' 

25%) — and  almost  as  bad  as  — .'^'T'Z'^n' 

beef  (40%  to  50%).  Lowest-  ^^O^^ENTA^Bean  chili  w/_nuts_28_  _ 

ranked  l\!orthwest's  Bombay  USAIR        _Ba'(ed^^a!'?y_  _  _ 

curry  is  fritd  in  fatty  vegeta-  AMERICAN     Vegetarian  pasta_  33 

ble  oil,  the  docs  say.  North-  unDTuuicc/^D  ~"u  o"o 

,  .    .  ^      ,     ,      ,  NORTHWEST    Bombay  curry  39 

west  insists  it  has  less-fatty   

.■  .  „„  .  .  ;  4.  „  NOTE:  Delta  did  not  participate 

dishes  and  denies  it  submit-  data:  physicians commihee for 

ted  any  dishes  for  the  test.  responsible  medicine 


CAPITAL  OFFENSES 

CIRCLE  THE  PHOI^S 
SERGEANT 

THE   DEFENSE  DEPT., 

of  the  $700  toilet  seat, 
target  of  wastebusters 
This  time,  the  Pent; 
phones  are  in  the  cross 
Every  federal  agei 
now  required  to  use 
Sam's  new  Federal  Tele 
System  2000,  an  AT&T-.' 
collaboration  that  offers 
even  better  than  the)- 
consumer  long-distance 
But  the  Pentagon — ^thi 
ernment's  biggest  phom 
with  50%  of  the  $2.8  1 
annual  phone  bill — has 
ed  using  FTS.  The  mi' 
argues  that  FTS  can't 
its  security  needs.  So  it 
buy  phone  sei-vice  sepaiEt;,; 
usually  straight  fi'om  ATf 
Result:  The  PW  ^' 
gon  pays  $300  milsi 
year  too  much,  says!( 
gi'ess'  Genera 
counting  Cai 
Now,  Sprint- 
wants  a  piece 
military's  phon 
via  FTS — has  been 
tioning  Capitol  Hill.  Sis- 
Majority  Leader  Bob  Do. 
Kan.)  lias  told  Defense 
retaiy  William  PetTy  th£ 
Pentagon  is  "wasting  biola^ 
of  dollars."  Emmett  Pai^ 
assistant  defense  secr^i- 
suggests  that  Dole  is  kovp 
ing  to  Westwood  (Kan.)-l|s 
Sprint  because  it  is  la 
quartered  in  his  home  !i 
A  Dole  aide  denies  thatl 
gardless,  the  Pentagor 
begun  shifting  a  small  an 
of  its  phone  traffic  tc 
cheaper  fts.      Mark  Lh 
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te  Membership  Reumrds 
1  ogram  gives  yon  a  ivorld 
of  choices.  So... 

If  you  can't 
nd  something  you 
like  here... 


Timberland. 
FTD  Direct. 
Saks  Fiftli  Avenue. 
Caswell-Massey . 
Filene's  Basement. 
One  Step  Ahead. 


Sivissair. 
Austrian  Airlines. 
Sabena. 
EL  AL  Israel  Airlines. 
Aeromexico. 
Mexicana. 


^  m  ////   /  I 
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Or  here. 


Hertz. 
Budget  Rent  a  Car. 
National  Car  Rental. 


0  GIFT 


Maybe  you'll  find 
it  here. 


Delta  Air  Lines. 
USAir. 
Continental. 
Soutlnvest  Airlines. 


CompUSA. 
Nobody  Beats  The  Wi 
Tower  Records. 
Waldenbooks. 
NordicTrack. 


Or  here. 


Marriott. 
ITT  Sheraton. 
Hilton. 
Westin. 
Renaissance. 


Or  here. 


Toiirneau. 
Beverly  Clark  Collection. 
Fortunoff. 

Tlie  Membership  Reumrds 
program  turns  every  dollar 
you  spend  on  the 
American  Express®  Card 

into  rewards  that  you 
decide  hozv  to  use.  So  you 
can  go  where  you  want, 
get  what  you  like,  and  stay 
ivhere  you'd  prefer  to  stay. 
It's  up  to  you.  To  enroll,  call 
1-800-AXP-EARN. 


Cards 


/'t'rs/o;)  Rewards  program  partners  subject  to  chan;^e.  The  $25  annual  pro;^arn  fee  will  be  waived  for  the  first  year.  Some  Corporate  Cards.  Optima®  Cards  and  Personal  Choice  Cards  may  not  be 
eh<^ble  for  enrollment.  The  pro;i;ram  fee  for  sonic  Corporate  Cards  may  be  $50  and  terms  niai/  vary.  ©1995  American  Express  Travel  Related  Services  Company.  Inc. 
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SMUGGLER'S  PARADISE 

ONE  BIG 

DUTY-FREE  SHOP 

THE  RUSSIAN  DISTRIBUTOR  OF 

Mexico-brewed  Corona  beer 
figures  that,  given  an  import 
tax  of  $1.40,  rival  beers 
should  cost  at  least  $2.50  a 
bottle.  Tiy  $1.  How  come? 

Sharp  variations  in  retail 
prices  of  imported  goods — 


RUSSIA:  Customs  check 

from  beer  to  luxury  cars — 
reflect  the  soiry  state  of  Rus- 
sia's customs  authorities. 
They  are  budgeted  to  collect 
.$2  billion  in  taxes  and  duties 
this  year.  But  because  of  cor- 
ruption, smuggling,  and  poor 
organization,  they'll  be  lucky 
to  get  a  third  of  that.  Under- 
cut by  rivals  with  sweet  cus- 
toms deals,  honest  importers 
must  shave  margins  to  stay 
competitive.  In  Moscow,  the 
minimum  price  for  a  pack  of 
top-quality  cigarettes  should 
be  more  than  $1.  Yet  it's  of- 
ten as  low  as  50(Z,  since  shady 
importers  bribe  officials. 

Pressured  by  the  Interna- 
tional Monetary  Fund  to  up 
its  revenues,  Moscow  is  get- 
ting tougher  on  the  most  ob- 
vious scams.  Imported  ciga- 
rettes and  booze  now  must 
carry  a  government  tax 
stamp  or  face  confiscation. 
Critics,  though,  doubt  conupt 
officials  will  really  thwart 
smugglers.    Geoff'  Winestock 


AFTERLIVES 


CAN  HE  BOUNCE  BACK  WITH  BIOTECH? 


HIS    NAME  ONCE 

was  up  there  with 
Digital  Equip- 
ment's Kenneth 
Olson  and  Wang 
Laboratories'  An 
Wang  as  one  of 
the  leading  lights 
of  the  computer 
industry.  Then 
Edson  de  Castro, 
co-founder  of  Data 
General  in  1968, 
saw  his  company 
go  into  decline: 
make  the  shift  from 


DE  CASTRO: 


Testing 


It  didn't 


mmi- 

computers  to  personal  com- 
puters. In  1990,  the  board 
ousted  him. 

Now,  de  Castro,  57,  is 
l)lunging  into  a  business  he 
thinks  holds  as  much  promise 
as  computer  making.  He's 
chairman  of  Xenometrix,  a 
small  Boulder  (Colo.)  biotech 
company  that  makes  kits  for 
ding  and  cosmetics  outfits  to 


test  products  in 
vitro  for  possible 
side  effects — thus 
reducing  the  need 
for  test  animals. 
Biotech  "feels  like 
the  computer  in- 
dustry a  genera- 
tion ago,"  says  de 
Castro,  who  joined 
Xenometrix  in 
1992.  He  has  filed 
to  take  it  public. 
Unfortunately, 
biotech  is  a  crowded  field 
fraught  with  disappointment. 
Technical  hurdles  have 
stymied  other  companies  that 
tried  to  replace  animal  test- 
ing. With  only  $514,000  in 
revenue  for  the  year  ending 
June  30,  Xenometrix  has  yet 
to  turn  a  profit.  Still,  it  has 
attracted  high-profile  Mary 
Kay  cosmetics,  which  is 
working  with  it  on  a  skin  ir- 
ritation test.  Sandra  Dallas 


DRAWN  &  QUARTERED 


LAID 
OFF 

WHEN  ^ 
CorAPAM^ 


LAID 
OFF  , 
WHEN 
CoMPANi 
SPLIT 
UP. 


LAID 
OFF  WHEN 
COMPAIVY 

MOVED 
FACTORY 
OVERSeAS. 


lA,'d  off 

VVHFN  COrAPAN 

BecAuse  ALL 

,  WERE  ^ 


COMEBACKS 

D0N7GIVE  UP 
THE  SHIPYARD 

THE  U.S.  COMMERCIAL  SHIP- 

building  industry  is  sailing 
again.  In  1993,  American 
shipyards  had  no  large, 
ocean-going  vessels  on  order. 
But  in  1994, 
there  were  4; 
in  1995,  12. 

Look  at 
Tampa  Ship- 
yai'ds,  a  unit  of 
American  Ship 
Building,  once 
headed  by  New 
York  Yankees  owner  George 
Steinbi'enner.  Recently,  the 
shipyard  was  sold  in  a  bank- 
ruptcy court  deal  valued  at 
more  than  .$20  million  to  Del- 
phi American  Maritime — part 
of  Greek-owned  Foram  Mar- 
itime. Initially,  Delphi  plans 


IN  TAMPA:  Barge  repair 


to  do  the  heavy  hul- 
stmcting  in  Eastem  Ei 
and  the  more  complex  ii 
work  in  Tampa.  In  ; 
yeai's,  it  v/ants  to  build 
ships  at  the  Tampa  yar( 
With  militaiy  ordei^s 
U.  S.  shipyards  are  ret 
ing  largely  due  to  a  fe 
loan  guarantee  prograi 
panded  in 
Although 
Tampa 
yard  di 
use  it,  0 
do.  Exai 
At  Nev 
News, 
four  do 
hull  tankers  are  underte 
struction  for  a  Greek  ccii 
ny,   the   first   project  f 
export  in  35  years.  Stiltnj, 
U.  S.  industiy  has  a  long?^  . 
to  go.  In  gross  tonnagds'  ' 
yeai-,  it  placed  12th,  bti'''" 
Brazil.  Gail  DeGmi 


THE  BIG  PICTURE 


II 


SMALLER  FOR  ME,  PLEASE 


Hot-growth  companies 
aren't  as  hungry  for  fresh 
capital.  These  fast- 
growing  midsized 
outfits  aim  to  raise 
less  capital  than 
last  year  for  such 
things  as  plants 
and  equipment.  An 
exception:  More 
companies  plan  to 
raise  capital  to  buy 
another  business. 


REASONS  FOR  RAISING  CAPIT 

PERCENTAGE  POINT  CHANGE  IN  NUMB 
OF  MIDSIZE  COMPANIES,  1994  VS.  IS 


POLL  OF  400 
COMPANIES 

DATA  ERNST  S,  YOUNG 


NEW  PRODUCTS 
AND  SERVICES 


.  CAPITAL 
SPENDING 


MAKE 
ACQUISITIONS 


FOOTNOTES  U.  S.  big-company  boards  with  foreign  directors:  9%;  women  directors:  81  %;  racial  minority  directors:  25% 
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Only  one  company  on  earth 

has  this  many  ways  to 
help  you  manage  your  risks. 

•  All  forms  of  properly/casually  insurance  through  brokers 

•  Life,  accident  &r  health  insurance  worldwide 

•  Claims  management  and  cost  containment  ser\dces 

•  Global  employee  benehts 

•  Global  pension  management 

•  Loss  control  and  engineering 

•  Premium  hnancmg 

•  Political  risk  coverage  and  trade  financing 
Emergency  evacuation  and  security  services 
Economic  and  political  assessment 
Local  currency  financing 
Consumer  hnance  in  many  countries 
Direct  equity  investment  funds  m  many  countries 
Third  parly  asset  management 
Infrastructure  finance  in  Asia  and  Central  Asia 
Market  making  m  all  forms  of  interest  rates,  currency  and  cc(uity  risk 
management  products 

Trading  and  market  making  m  foreign  exchange,  base  and  precious 
metals,  petroleum  and  natural  gas 
Aircraft  leasing  for  airlines 

Personal  auto  insurance  through  various  distribution  systems 


t/ith  75  years  of  international 
Kicperience,  only  triple-A-rated  AIG 
.las  the  worldwide  insurance  and 
nancial  services  capabilities  to 


AIG 


help  you  manage  all  your  balance 
sheet  and  other  risks.  And  our 
list  of  ways  to  help  you  manage 
business  risks  continues  to  grow. 


World  leaders  In  insurance  and  financial  services. 

For  more  information,  write  to  American  International  Group.  Inc.. 
Dept.  A,  70  Pine  Street.  New  York.  NY  10270.  Or  fax  212.425.3499 


^irre  on  the  road.  With  a  clients 


You  need  to  locate  a  bottle  design. 


HQ's  database  has  40,000  bottles. 


Perfect. 


The  human  mind  has  the  abihty  to  recall 
(formation  visually.  But  can  a  client/server 
itabase  advance  that  far? 

Well,  IBM's  exclusive  Query  By  Image 
□ntent  (QBIC)  technology  for  DB2 "  should 
)en  your  eyes.  It  actually  lets  you  locate  a 
mge  of  records  based  on  shape.  Or  color, 
r  even  texture.  • 
hich  means  faster  Can  your  soft 
•cess  to  the  data 

u  need— including  multimedia— to  make  better 
iisiness  decisions. 

Not  that  such  advances  should  surprise 
n.  IBM  has  led  the  way  in  databases  as  long 
there  have  been  databases.  (Indeed,  DB2  is 
work  in  over  90%  of  the  FORTUNE  SOO:) 

DB2  has  a  history  of  oftering 
eful  innovations  for  information 
anagement— wi^h  tools  that  let 
u  do  everything  from  managing 
ur  database  remotely  to  setting 


up  a  database  to  exist  in  several  places  at  once. 
And  while  DB2  stands  out  from  other  data- 
bases, we  designed  it  to  fit  very  comfortably 
into  any  business  environment. 

DB2  meets  open  industry  standards,  so  it 
will  run  on  many  po{)ular  systems.  And  it's 
been  engineered  so  your  database  will  deliver 

both  speed  and 
IV  are    do    t  h  i  s  ?       efficiency  from 

any  size  server. 
From  two  users  to  more  than  100,000.  From 
megabytes  of  information  to  terabytes. 

To  make  your  business  information  more 
accessible,  just  contact  us  at  I  800  IBM-3333, 
ext.  GA  060,  or  come  visit  our  web  site  at 
http://www.software.ibm.com.  You'll  find  out 
why,  for  so  many  companies,  DB2 
is  the  shape  of  things  to  come. 


Solutions  lor  a  small  planet^ 


lada,  please  call  1 800  565-SW4U  Outside  North  America,  please  contact  your  local  IBM  office  Hie  IBM  home  page  is  located  at  http://wwwibm.com  IBM  and  DB2  are  registered  trademarks  and  Solutions  for  a  small  planet  is  a  trademark  of  the  International  Business 
nes  Corporation.  All  oltier  company  and/or  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies,  ©  1995  IBM  Corporation.  All  nghls  reserved.  Three  green  Ijottles  designed  by  Jasper  Morrison. 


How  Far  Would  They  Go 
For  a  Bi  lova? 


I^irlhiT  llir\  i  Iji-lnrc.  IJcc  musc  a  l?iil(i\a 

iliick  Is  ,1  I  iiisiiii-^--       I  I  IkiI  sa\    \  i  iii  1 1  i^n  lar  liincl  lici  . 
S(i  lliailk  llial  iiri|i(>ilaiil  <  liciil    \i'k  i  K  >\\  Ice  li^i' 
\  aliir(  1  a^M  icialc.-'.        I  i  li  i  il  w  il  li  I  lie  liill 
I  lia  I  la^l    la  I  l(  ii  i^ci  I  ha  1 1  iih  i-l 


BULOVA 

Amfrica  s  Inckntive 


mil     .ril.l    llii^   ;nl    plii.    v.,,11    l,l,Mii,'s,   i;,mI    hi     \;ilM  I    Slllr.    Mini.i'jri     S|iri,^il    \\:„l,l,  |),M^  

(In,   liiil,„,i   \,r     W   l-nir    \1     11;""    (        hill-lirr  l-,"llll-4_",-         ;    III  \  1  (      l--lr,-_:il-l  -11,111) 


1  |i  In  i(Kl4'«il  ijiigc 
#63-1043NF 


Sekxtalik-  puLscd  beam 
up  to  300-t(Hit  range 

#63-1044NF 


How  to  make 
a  point  at  the 
speed  of  light. 


It's  simple  with  a  laser-clot  pointer 
from  RadioShack.  Easier  to  handle 
than  wood  pointers  and  telescop- 
ing rods,  each  produces  a  fo- 
cused beam  that's  perfect  for 
highlighting  text  and  images 
in  presentations.  There's  one 
just  right  for  your  confer- 
nce  room  or  aiiditoriiim. 
To  order,  or  tor  the 
location  of  a  store 
near  you,  call: 

1-800-THE-SHACK'" 

RadioShack 

You've  got  Cjuestions.  We've  got  answers." 


Prices  apply  at  participaling  RadioShack  stores  and  dealers  Hems  nol  available  ai  a  pariicipaimg  store  can  be  special-ordered  (subiecl  lo  availability)  ai  ihe  advertised 
price  A  participating  store  will  oiler  a  comparable  value  it  Ihe  product  is  sold  out  Independent  RadioShack  dealers  and  Iranchisees  may  nol  be  participating  in  this  ad 
or  Slock  or  special-order  every  item  advertised  Copies  o(  applicable  warranties  are  available  upon  request  ai  stores  lor  inspection  before  sale,  ot  by  writing  Customer 
Relations,  UOO  One  Tandy  Center,  Fort  Worth,  TX  76102 
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he  following  list 

vl  Innovation  Network 

rp://www.mmm.com 

Ivaiiced  Micro  Devices 

tp://w\vw.amd.com 

nerican  Power 
inversion 

tp://www.apcc.com 

le  American  Stock 
xhange 

tp://www.aiTiex.com 
ineritech 

tp://www.ameritech.com 

r&T 

tp://www.att.com 

ItU  Atlantic 

,tp://ww\v.bell-atl.com 


contains  the  Internet  addresses  for  advertisers  appearing 


Compaq  Computer 
Corporation 

http://\vww,compaq.com 

Computer  Associates 

http://w\vw.cai.com 

Cray  Research 

h  1 1  p :  /  /  www.  c  r  a  y.  CO  m  / 

Digital  PC 

http;//www.pc. digital. com 
FedEx 

http://\vww.tedex.com 

GE  Information  Services 

iirtp://www.ge.com/geis 

Haworth 

h  1 1  p :  /  /  www.  haworth- 
furn.com 

Hewlett-Packard 

http.//'.\'\  vw.hp.com 


IBM 

http://www.ibm.com 
Intel 

http://www.in  teLcom/ 

Janus  Funds 

http://nerworth.gah. 
com/janus 

Kodak 

http://www.kodak.com/ 

Eli  Lilly  &  Company 

http://www.hlly.C()m 

Lotus 

http://www.lottis.com 
MCI 

hrrp://vvww.  mci.com 
Microsoft 

http://vvww.microsoh.com/ 


Network  Systems 
Corporation 

h  1 1  p :  /  /  www  n  e  two  r  k .  c  o  m 

Novell 

http://www.novell.com 
Okidata 

htrp://www.okidata.com 
PeopleSoft 

http://www.peoplesoh.com 

Platinum  Technology 

http://www.platinum.com 

The  Principal  Financial 
Group 

http://www.principai.com 
PSINet 

http://www.psi.net/ 
Raytheon 

http://www.ravtheon.com 


in  Business  Week. 

Charles  Schwab 

http://www.schwab.com 

Silicon  Graphics 

http://\vvvw.sgi.Lom 

Sun  Microsystems 

http://www.sun.com 

Tektronix 

http://www.tek.com/ 
Color_Printers/ 

Texas  Instruments 

http://www.ti.com 

Unisys 

h  1 1  p :  /  /  www.  iinisys.com 
UPS 

h  1 1  p :  /  /  www.  ups.com 

Zenith  Data  Systems 

http://www.zds.com 


His  name  is  Network,  Tell  him  what  you  need  and  he'll  get  it  for  you.  ^^SUtt 


"foull  see  a  lot  tf 

than  you  eji 


LEADERSHIP.  Companies  that  have  it  possess  the  vision 
to  reinvent  themselves  by  recognizing  and  leverag- 
ing global  business  opportunities.  A  The  way  ^ 
Rockwell,  over  the  last  ten  years,  has  transformed 
itself  into  a  dynamic  commercial  lorce. 
A  Today  Rockwell's  leadership  is  reflected 
in  a  sales  mix  that  is  more  than  70  percent 
commercial  and  international  business. 
Making  us  a  rapidly  growing  $12.5 

billion  force  in 


Changing  Sales  Composition 


Aerospace 
and 

Defense 


:  Commercial 
jand 
;  Iniernational 


mB4 


1984 


1994 

From  1984 
to  1994.  Rockwell 
(hanged  its  sales 
tnix  til  ~<)  jienciit  cininneirial  and 
international  by  leveraging  neii'  technolo- 
gies and  products,  iiniijiie  synergies,  and 
glohiil  opporttinitiei  to  aggiv-^ively  serve 
its  customers. 


diverse  markets 
ranging  from    ^  ^ 
avionics  and 

automotive  components  to 
industrial  automation  —  while 


Automation      ▲      Avionics      ▲     Telecommunications      ▲      Defense  Electronic 


e  in  Rockwell 
imagined. 


maintaining  our  leadership  positions  in  aerospace  and 
defense  electronics.  A  Whether  we're  putting 
our  Collins  avionics  on  every  major  airline. 
Putting  our  brakes  on  75  percent  of  all  new 
big  rigs.  Printing  two-thirds  of  America's  daily 
A      newspapers  on  our  Goss  presses.  Or 
building  a  $3.5  billion  global  indus- 
trial automation  enterprise  with  our 
Allen-Bradley  and  Reliance  Electric 
businesses.  A  It's  time  to  change  your 
perception  of  Rockwell.  For  further 
information  about  our  activities,  write 
to  Rockwell,  PO.  Box  4251,  Dept.  BWU, 
Seal  Beach,  CA  90740-8251.  These  days,  we're  a  very 
different  company  from  the  one  you  think  you  know. 


ce      ▲      Automotive      ▲      Graphic  Systems 


RockyueU 


Readers  Report 


WHAT  PRICE 
PRODUCTIVITY? 


You  just  don't  get  it.  Sure,  the  statis- 
tics in  "Productivity  to  the  rescue" 
(Cover  Story,  Oct.  9)  bode  well  for  the 
individual  companies  that  are  optimizing 
their  use  of  technology.  But  even  your 
own  examples — of  gte  Corp.  in  Tampa 
and  DuPont  Co. — remind  us  that  to- 
day's steadily  increasing  productivity 
also  implies  a  steadily  decreasing  need 
for  labor. 

The  cumulative  effect  of  tliis  new  au- 
tomation is  downright  worrisome.  In 
coming  decades,  businesses  populated 
mainly  by  extremely  productive  robotic 
and  "expert"  systems  will  peifomn  man- 
ufactming  and  sei-vice  work  on  a  scale — 
and  with  social  effects — that  few  people 
today  are  contemplating. 

Yes,  the  production  of  goods  and  ser- 
vices may  well  be  headed  for  the  moon. 
But  if  only  a  smattering  of  paycheck- 
earning  workers  survives  to  consume 
them,  so  what? 

Thomas  Mulligan 
Brock  University 
St.  Catharines,  Ont. 

Youi-  article  failed  to  addi-ess  one  of 
the  most  important  consecjuences  of  the 
productivity  boom  in  America:  rising 
stress  levels  and  the  deterioration  of 
quality  of  life  among  ovemorked  i^rofes- 
sionals,  whose  wage  increases  have 
barely  (if  at  all)  kept  up  with  inflation. 
This  degeneration,  being  a  virtually  im- 
measurable, intangible  factor,  is  simply 
ignored  by  your  cover  stoiy. 

Marcelo  Goulart 
Orlando 

Although  I  am  in  general  agi'eement 
that  our  nation's  companies  are  gaining 
competitive  gi'ound,  I  tliink  that  some  of 
the  puiported  gains  stemming  6'om  pro- 
ductivity increases  are  overstated. 

First,  the  article  states  that  "unit  la- 
bor costs  have  been  flat  over  the  past 
year ...  a  clear  sign  of  improved  effi- 
ciency." While  the  retaixlation  of  labor 
cost  increases  may  in  pait  stem  from  ef- 
ficiency gains,  I  believe  that  the  sup- 


ply/demand relationship  of  labor  is  a 
contributing  factor. 

Second,  the  article  states  that  the 
stock  mai'ket's  rise  is  powered  by  pro- 
ductivity, ostensibly  thi'ough  companies' 
greater  earnings.  While  earnings  have 
helped  advance  this  market,  I  believe 
that  many  other  factors,  including  li- 
quidity, have  played  a  gi'eater  role. 

Finally,  you  credit  "reengineering" 
for  productivity  boosts.  While  reengi- 
neering has  been  highly  beneficial  in 
many  cases,  in  others  it  has  sei-ved  little 
moi'e  purpose  than  to  cut  expenses,  in- 
cluding personnel,  pay  raises,  R&D/new- 
product  development,  and  investment. 
Although  these  cuts  might  add  to  short- 
term  productivity,  their  benefit  might 
well  harm  future  pi-osperity. 

Ted  Kavadas 
Highland  Park,  111. 

I  found  the  article  on  productivity 
very  encouraging  and  hopeful,  although 
it  does  seems  strange  not  to  find  one 
mention  of  the  labor  movement  during 
the  time  period  referenced.  If  recollec- 
tion sei-ves,  a  profound  labor  movement 
occurred  duiing  this  period.  This  move- 
ment arose  fi'om  the  need  to  "persuade" 
business  that  gains  in  productivity 
should  be  shared. 

I  can  only  assume  the  authors, 
though  not  stating  so,  expect  the  same 
resurgence  in  labor  will  occur  during 
this  period  of  productivity  expansion. 

Russell  E.  Forte 
Glen  Gardner,  N.J. 

A  GOLD  STANDARD 

HAS  SOME  STERLING  QUALITIES 

Your  article  "The  fake  glitter  of  a 
gold  standard"  (News:  Analysis  &  Com- 
mentary, Oct.  9)  tries  hard  to  discredit 
the  idea  of  stabilizing  the  value  of  the 
dollar  by  tying  it  to  a  fixed  measure 
such  as  gold.  But  the  supposed  disad- 
vantages you  cite — too  simple,  too  rigid, 
too  much  oriented  toward  zero  infla- 
tion— would  be  recognized  by  most  peo- 
ple as  virtues  of  a  sound  currency. 

Not  only  would  a  gold-linked  dollar 
restrict  the  ability  of  the  Federal  Re- 
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serve  Board  to  manipulate  the  n 
supply  for  political  ends  but  it  > 
also  permit  the  economy  to  gi'ow 
dynamic  pace  in  keeping  with  its  i 
ent  potential,  rather  than  being 
hostage  by  outdated  academic  notii 
a  "trade-off  between  unemploy 
and  inflation. 

Jack  Kemp,  and  now  Steve  Ft 
offer  the  right  prescription  for  ouij!t 
nomic  anemia:  We  need  to  go  b 
the  future  with  a  gold  standard. 

Judy  Si- 
Marshal 

Editors  note:  Shelton  is  the  autk 
Money  Meltdown. 

THERE'S  NO  SHORTAGE 
OF  SKILLED  AMERICANS 


Your  Commentaiy  "Hew  immi 
caps  choke  off  gi-owth"  (News:  An; 
&  Commentary,  Oct.  9)  fails  to  acja 
for  the  thousands  of  educated  wo 
who  have  joined  the  r-anks  of  the  ifa 
ployed  as  a  result  of  the  restractii 
that  has  taken  place  in  America's  g 
tech  industries.  In  addition,  I  thinly  h 
a  check  of  U.S.  colleges  and  ure 
sities  will  reveal  that,  compared 
prioi'  years,  a  far  lai'ger  percenta 
graduates  now  leave  the  institu 
without  jobs  or  even  job  prospect; 

I  can't  beheve  that  Claremont  'e 
nology  Group  Inc.  was  unable  to  i  i 
need  for  60  to  80  programmers  wh 
the  U.S.  I  do  believe  that,  like  He\^ 
Packard  Co.  and  other  computer  ccp 
nies,  it  was  lured  by  the  low 
paid  to  high-tech  workers  in  foiij 
countries. 

Joseph  Gems 
East  Granby,  (n 
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50  000  , 

Wiih  ILM  mafiy^decffcat^  employees 
sharing  a  single  vision  worldwide,  we  can  be 
onfident  in  our  commitment  to  quality  service. 


Although  we  are  the  4th  largest 
insurance  Group  worldwide  by 
funds  under  management,  what 
really  matters  to  us  is  the  individual. 
All  the  people  working  with  AXA  in 
23  countries  on  4  continents  are 
committed  to  devising  better 
solutions  for  our  clients'  needs. 
We  sum  this  up  in  one  word:  trust. 
Trust  takes  time  to  build,  but  can 
be  lost  in  a  moment  if  a  client  is 
not  satisfied. 

So  we  are  not  speaking  lightly 
when  we  say: 


Go  ahead 


INSURANCE  &  INVESTMENT 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

ENTERING  A  NEW 
DIMENSION 


3-D  will  soon  be  the 
hottest  thing  to  hit 
your  PC,  but  don't  be 
in  too  much  of  a  huriy 

If  the  notion  of  3-D  makes 
you  think  of  weai-ing  fun- 
ny glasses  at  Walt  Dis- 
ney World,  you're  about  to 
get  a  surprise.  Technolog>^ 
that  creates  lifelike  thi'ee-di- 
mensional  images  is  the  most 
exciting  new  feature  in  per- 
sonal computing.  But  if  you 
i-ush  to  shell  out  .$250  to  S:350 
for  the  3-D  hardware-soft- 
ware packages  that  will  hit 
the  stores  soon,  be  ready  to 
do  it  over  again  in  a  year  or 
so  when  some  format  conflicts 
get  sorted  out. 

What  is  a  3-D  display? 
Aitists  discovered  how  to 
create  the  illusion  of  depth 
on  a  flat  surface  500  years 
ago.  But  no  matter  how 
realistic  a  2-D  render- 
ing looks  on  the 
screen,  it's  stifl  like  a 
theater  "flat";  if  you 
look  around  the  back, 
nothing  is  there.  By  con- 
trast, a  3-D  object  is  ful- 
ly rounded.  Rotate  it  on 
the  sci'een  and  another  side 
comes  into  \iew,  with  realistic 
contours  and  modeling  of 
hght  and  shadow. 
UPGRADE  TIME.  Pvealism  re- 
quires millions  of  computa- 
tions, which  has  limited  the 
production  of  3-D  gi-apliics — 
for  the  mo\ies.  medicine,  and 
other  uses — to  high-end 
workstations.  Even  today's 
speedy  Pentiums  can't  do  the 
job  alone.  Instead,  they  will 
rely  on  a  new  generation  of 
display  adapters,  called  3-D 
accelerators.  The  new  equip- 
ment will  enable  desktop 
computei's  to  take  a  video  im- 


age and  "map"  it  to  fit  a 
three-dimensional  shape.  One 
result:  photorealistic  animated 
figiu'es  instead  of  cartoons  in 
computer  games. 

For  most  people,  the  ini- 
tial uses  of  3-D  will  be  for 
games,  and  for  the  foresee- 
able future,  creating  those 
images  will  be  the  province 
of  skilled  computer  program- 
mers. Don't  plan  on  placing 
these  computer  games  on 
your  old  standby:  At  a  mini- 
mum, Macintosh  owners  will 
need  a  machine  with  the  new 
PowerPC  cliip,  and  Windows 


fans  will  need  a  Pentium  ma- 
chine with  Windows  95  and 
plenty  of  memoiy. 

Spending  $1,500  to  replace 
your  386  becomes  even  more 
intimidating  when  you  real- 
ize that  compatibility  is  not  a 
high  priority  for  developers 
of  the  new  3-D  products.  The 
manufactui'ei's  of  new  display 
adapters  are  pui'suing  differ- 
ent technologies,  and  soft- 
ware wiitten  for  one  won't 
work  on  any  of  the  others. 

Diamond  Multimedia  Sys- 
tems Inc.  is  about  to  ship  its 
Diamond  Edge  3-D  board  in 


October.  The  device,  starting 
at  around  $250,  uses  the 
NVIDIA  NVl  chip.  Creative 
Labs  will  be  out  in  Novem- 
ber with  the  $350  3-D 
Blaster.  At  the  heart  of  the 
Creative  board  is  the  new 
GLIXT  processor  being  devel- 
oped by  Creative  and  3Dlabs 
Inc.  Early  next  year.  Num- 
ber Nine  Visual  Technology' 
Coi-p.  will  ship  a  3-D  acceler- 
ator built  around  the  Rendi- 
tion Inc.  Verite  chip.  Similar 
products  are  in  the  works. 
AH  will  include  an  assortment 
of  multimedia  games. 
QUICKDRAW.  Each  of  these 
companies  is  hoping  to  be  the 
one  that  will  define  the  3-D 
graphics  standard  for  Win- 
dows 95,  and  each  company 
claims  extensive  support  fi'om 
major  industiy  players.  Un- 
fortunately for  consumers, 
this  will  probably  mean  a  pe- 
riod of  chaos.  Something  sim- 
ilar happened  a  few  years 
ago  when  sound  first  ap- 
peared for  PCS.  Until  Cre- 
ative Lab's  Sound  Blaster 
emerged  as  the  de  facto  stan- 
dard, a  sound-enhanced  pro- 
gi'am  might  or  might  not 
work  with  a  particular 
sound  card. 

In  the  Mac  world, 
wiiere  Apple  Computer  Inc. 
controls  the  standards, 
things  are  much  simpler. 
Apple's  QuickDraw,  a  li- 
braiy  of  software  routines 
that  developers  can  use  to 
create  3-D  images  on  Pow- 
er Macs,  is  available  for 
fi'ee  download  on  the  Web 
(http://w-ww.apple.com), 
along  with  demonstration  soft- 
ware. Apple  is  counting  on 
the  PowerPC  chip,  rather  than 
a  gi'aphics  accelerator,  to  get 
3-D  images  to  the  screen. 

Hardware  makers  hope 
Microsoft  Coi-p.  will  define  a 
standai'd  in  a  futui'e  version 
of  Windows  95 — and  hope  it 
will  favor  their  technology'. 
Hard-core  gamers  will  want 
the  latest  teclmology  as  soon 
as  it  hits  the  stores.  But  most 
of  us  would  probably  do  well 
to  wait  until  a  cleai"  standai-d 
emerges.  Remember  Betamax 
vs.  V'HS? 


BULLETIN  BOA 


HARDWARE 
COLOR  COPIES  R  YOU 

For  most  businesses,  gett^ 
color  copies  used  to  mean 
ther  sendmg  a  ]0b  off  toe 
porate  graphics  or  a  trip  t 
the  nearest  copy  shop.  Bu' 
the  new  CopyJet  from  Hew 
Packard  Co.  (800  752-090 
with  retail  prices  beginnin 
about  $2,500,  makes  colo 
copying  affordable  for  cori 
-1 


rate  departments  and  mid 
businesses.  The  device  do 
bles  as  a  network  color  pr 
er.  The  plain-paper  ink-je* 
vice  turns  out  about  one  c 
page  per  minute  as  either 
printer  or  a  copier.  The  fla 
copier  can  handle  reductic 
and  enlargements  from  5C 
to  400%  and  will  print  on 
pages  up  to  legal  size. 

SOFTWARE  tool: 
FIRST  AID  KIT 

One  of  the  most  frustratlni 
experiences  for  Windows  u 
is  getting  the  message  "Pi 
gram  cannot  run  because 
of  its  components  is  miss- 
ing." FirstAid  95  from  Cyb( 
Media  (800  721-7824)  car 
a  big  help.  The  $50  progra 
runs  under  both  Windows' 
and  3,1  and  comes  with  a 
database  that  identifies  a< 
helps  you  locate  all  the  fill 
different  programs  need  tj 
run.  It  also  features  an  as' 
sortment  of  utilities  tools  1 
makes  running  Windows  6  it- 
er, including  one  that  diag 
noses  configuration  probles 
and  one  that  saves  files  wn 
a  General  Protection  Fault 
crashes  your  application. 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 
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mong  chroniclers  of  the  world's 
pillars  of  industry,  few  can  match 
.Anthony  Sampson.  The  British 
ilist's  studies  of  the  arms  trade, 
.  industry's  Seven  Sisters,  and  itt 
i  world  of  corporate  intrigue  sit  on 
)okshelf  as  classic  histories  to  be 
2d  to  time  and  again.  Now,  Samp- 
s  turned  his  attention  from  the  in- 
orkings  of  specific  corporations  to 
;rj'  culture  of  business. 
'Jompany  Man,  Sampson  has  pro- 
a  social  history  of  the  men — and, 
onally,  women — who  inhabit  the 
•n  corporation,  from  the  17th  cen- 
idventurers  of  the  British  East 
Co.  to  the  techies  who  sally  forth 
icrosoft  Corp.  As  the  son  of  an 
ial  Chemical  Industries  research 
ist  who  found  fulfillment  as  a  cog 
ast  commercial  engine,  Sampson 
ses  to  a  longtime  fascination  with 
iddle-class  folk  behind  the  facades 
porate  giants.  To  Sampson,  such 
)naries  are  not  just  "  'humanware' 
ide  software  and  hardware."  In- 
he  sees  them  as  individuals  in 
nt  conflict,  caught  between  family 
isibihties  and  their  need  to  keep 
vith  corporate  change. 
)nly  Sampson  had  fulfilled  the 
se  of  his  quest.  For  a  complete 
ation  of  company  man's  evolution 
jh  the  ages,  you  would  need  a 
aation  of  Studs  Terkel's  keen  ear 
al  history  and  Vance  Packard's 
eye  for  the  passions  and  absur- 
of  corporate  life.  But  Sampson 
hort.  He  dutifully  covers  the  pro- 
on  of  corporate  governance  from 
ictatorships  of  the  1920s  to  the 
s  and  high-tech  entrepreneurs  of 
■n  time.  But  except  for  during  a 
uour  of  Microsoft,  he  fails  to  dig 
le  managerial  implications  of  the 
information  economy.  And  he 
i  no  new  ground  as  he  goes  over 
>e  of  Japan  Inc.'s  competitive  chal- 


lenge. Rather  than  retelling  the  story  of 
Toyota  Motor  Corp.'s  ascendancy,  it 
would  perhaps  have  been  better  to  de- 
tail the  pain  it  caused  in  Detroit,  where 
executives  woke  up  in  the  1970s  and 
'80s  to  find  themselves  under  siege. 

I  also  wish  Sampson  had  taken  time 
to  revisit  The  Seven  Sisters,  his  1975 
treatment  of  Esso  (now  Exxon  Corp.), 
Royal  Dutch/Shell  Group,  and  the  other 
companies  of  the  world  oil  cartel.  It 
would  have  been  instructive  to  examine 
the  managerial  stresses,  strains,  and  tri- 
umphs as  Big  Oil  plunged 
into  an  era  of  disastrous 
diversifications  that  even- 
tually forced  it  to  slim 
down  and  return  to  its  ba- 
sic task  of  searching  for 
crude  oil.  But  the  closest 
that  Company  Man  comes 
is  to  offer  glimpses  of 
Royal  Dutch/Shell  as  it  | 
evolves  from  the  dictator- 
ship of  Sir  Hem-i  Deter- 
ding  in  the  1920s  and  '30s 
to  the  postwar  rule-by- 
committee  norm. 

To  be  sure,  Sampson 
shows  flashes  of  brilliance:  His  depic- 
tion of  the  intensely  bureaucratic  ici, 
which  in  its  glory  years  was  a  stan- 
dard-bearer for  the  British  Empire,  is 
trenchant.  Equally  on  target  is  his  up- 
close  description  of  the  casual  style  and 
competitive  spirit  at  Microsoft's  cam- 
puslike headquarters  in  Redmond,  Wash. 
"Bill  Gates  is  more  like  a  headmaster  or 
supervisor  than  a  tycoon,"  Sampson 
writes.  "To  be  questioned  by  him  is  Uke 
a  final  university  examination.  But  be- 
hind that  discipline  is  the  ultimate  moti- 
vation of  profit  As  I  was  told,  'It's 

like  a  return  to  raw  19th  century  capi- 
tahsm.'"  Except  for  one  thing:  Micro- 
softies  have  a  chance  to  apply  entre- 
preneurial skills  and  earn  big  bucks 
through  stock  options. 


I  wanted  more  of  these  penetrating 
observations  to  match  the  book's  catchy 
title,  itself  a  gentle  play  on  Organization 
Man,  WilUam  H.  Whyte  Jr.'s  ground- 
breaking work  on  the  insular  confor- 
mity of  U.  S.  corporate  society  during 
the  Eisenhower  era.  Instead,  what  I 
got  was  material  that  treads  familiar 
ground,  often  substituting  observations 
of  other  authors  and  management  con- 
sultants for  the  around-the-water-cooler 
chitchat  that  could  have  made  Samp- 
son's effort  come  alive. 

At  least  Sampson  picks  up  on 
Whyte's  contention — proved  all  too 
true — that  the  inbred  managers  of 
America's  postwar  years  were  sowing 
the  seeds  of  their  own  destruction.  In- 
deed, that  forms  the  basis  of  Company 
Man's  best  moments.  Sampson  con- 
cludes that  Whyte's  organization  men 
have  been  replaced,  four  decades  later, 
by  "disorganization  men."  This  class  of 
managers  lives  from  restructuring  to 
restructuring,  as  cost-cutting  consultants 
squeeze  out  layers  of  fat 
and  as  instant  global  com- 
munication ehminates  the 
need  for  lots  of  midlevel 
executives  to  handle  the 
flow  of  information  up  and 
down  corporate  ranks. 

"What  had  happened  to 
the  loyal  old  company 
men,  the  managerial 
class?"  Sampson  asks.  "In 
the  Sixties,  they  were  the 
admired  professionals,  who 
had  wrested  power  away 
from  the  owners  of  indus- 
try and  built  up  the  elab- 
orate 'technostructure,'  the  great  pyra- 
mids on  which  Western  civilization 
depended.  Yet  by  the  late  Eighties,  they 
were  facing  purges  in  nearly  all  the  big 

Western  corporations  " 

But  should  this  development  bring 
on  mourning?  Anything  but.  Today's  re- 
structurings are  just  another  phase  in 
the  corporation's  400-year-long  evolu- 
tion. If  anything,  that  process  is  speed- 
ing up.  How  company  men  and  women 
meet  the  challenges  of  the  Information 
Age  will  likely  be  the  fodder  for  many 
more  volumes.  Some  of  them,  I  hope, 
will  unlock  the  secrets  of  corporate  life 
in  hveUer  fashion. 

BY  WILLIAM  GLASGALL 
Senior  Writer  Glasgall  covers  interrm- 
tional  finance  and  economics. 
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describes  the  retailer's  customer-service  culture. 

11  JESUS  CEO  by  Laurie  Beth  Jones  (Hyperion  •  $16.95) 
Applying  the  teachings  of  the  Bible  to  business  problems. 

12  RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your 
biggest  boosters. 

13  COMPETING  FOR  THE  FUTURE  by  Gary  Hamel  and  C.K. 
Prahalad  (Harvard  Business  School  •  $24.95)  For  healthy 
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by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popul, 

1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
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Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  Th 
enduring  job-search  bible. 

GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Br 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-s: 
guide  to  conflict  resolution. 

ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcettj 
$10)  How  "empowerment"  revved  up  employees  at  the 
fictional  Normal  Co. 
THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PI 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 
THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  •  $1 
Creating  the  "learning  organization. " 

REENGINEERING  THE  CORPORATION  by  Michael  Harr 
and  James  Champy  (HarperBusmess  •  $13)  Using 
information  technology  to  redesign  business  processes. 

PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (ID( 
Books  •  $15.95)  Lighthearted  primer. 
INVESTMENT  BIKER  by  Jim  Rogers  (Adams  •  $12.95) 
cycle-riding  money  manager  circles  the  globe,  investigd 
emerging  markets. 
KNOCK  'EM  DEAD  by  Martin  Yate  (Adams  •  $9.95)  A  ji 
seeker's  handbook. 

THE  GOAL  by  Eliyahu  M.  Goldratt  (North  River  Press  • 
$19.95)  Bringing  your  strategies  in  line  with  your  No.  1 
purpose:  Making  money. 

YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vi 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 
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Superinvestor  George  Soros  last  ex- 
pounded on  his  theory  of  investing  in 
1987,  with  The  Alchemy  of  Finance,  which  set  forth  the  au- 
thor's approach  in  sometimes  painful  detail.  In  Underwriting 
Democracy  and  Opening  the  Soviet  System,  he  discussed 
his  youth  in  Hungary  and  his  revulsion  for  closed  societies. 
Now  comes  Soros  on  Soros.-  Staying  Ahead  of  the  Curve 
(Wiley,  $19.95  paper,  $39.95  cloth),  which  is  intended  to  up- 
date and  fill  in  the  gaps  in  the  earlier  works.  It  is  written  in 
a  question-and-answer  format,  with  queries  posed  by  Morgan 
Stanley  Group  Inc.  investment  strategist  Byron  Wien  and 
German  journalist  Krisztina  Koenen. 

At  its  best,  Soros  on  Soros  is  chatty  and  moderately  infor- 


mative. The  "interview"  with  Wien  is  the  best  part 
book,  and  it  does  a  decent  job  of  bringing  us  up  toji 
Soros  gives  his  version  of  his  troubled  personal  and  prof(5i 
al  relationships,  including  his  breakup  with  early  partni- 
Rogers.  But  there  are  still  gaps:  Not  a  word  is  said  p 
Soros'  recent  and  abortive  real  estate  venture  with  Paul  ^ 
mann,  the  reclusive  magnate.  ! 

Fully  half  the  book  treats  Soros'  favorite  theme:  the  ijv 
tages  of  open  over  closed  societies.  Much  of  this  is  teio 
self-important,  and  not  terribly  original.  But  even  tit 
Soros  on  Soros  isn't  Soros  at  his  best,  the  book  has  fop( 
readership:  It's  the  No.  3  paperback  on  this  month's  BuN 
WEEK  Best-Seller  List. 
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Economie  Viewpoint! 


BY  ROBERT  KUTTNER 


WHY  IS  THE  FED 

SO  TERRIFIED  OF  GROWTH? 


EASE  UP: 

The  more  the 
economy 
becomes 
globalized, 
the  more  it 
can  sustain 
higher  growth 
and  wages — 
without  fear  of 
inflation 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


Despite  rising  productivity,  real  living 
standards  have  been  falling  for  most 
Americans.  Much  of  this  reflects  struc- 
tural changes  in  the  economy — the  shift  to 
deregulation,  globalization,  and  the  weakening 
of  unions — all  of  which  reduce  job  security 
and  labor  bargaining  power.  The  result  is 
that  the  well-off  capture  the  lion's  share  of  ec- 
onomic gains. 

But  in  1994,  according  to  the  Census  Bu- 
reau, a  funny  thing  happened.  Median  family 
income,  after  falling  for  four  straight  years, 
actually  rose  by  $877,  or  2.3%.  In  199*4,  the 
economy  did  not  become  less  global,  or  more 
regulated,  or  more  unionized.  So  why  did  me- 
dian incomes  go  up? 

Easy.  In  1994,  the  economy  gi-ew  at  a  brisk 
4.1%.  This  gi'owth  rate  meant  high  job  crea- 
tion, which  offset  rising  productivity  and 
brought  down  the  rate  of  unemployment. 
When  the  economy  is  gi'owing  rapidly  and 
employers  are  adding  new  people,  employees 
gain  greater  leverage  to  get  their  share  of 
productivity  gains — and  the  earnings  of  ordi- 
nary people  go  up. 

But  don't  expect  this  trend  to  continue. 
The  Federal  Reserve  thinks  a  4.1%  gi'owth 
rate  is  dangerously  high.  This  year,  and  for 
years  to  come,  the  Fed  will  target  a  real 
growth  rate  to  ai'ound  2.5%.  As  long  as  this  is 
the  case,  we  can  expect  the  broader  stioictur- 
al  trends  to  combine  with  sluggish  gi'owth 
to  deny  the  average  person  increases  in  real 
hving  standards. 

SALARY  HIKE.  This  slow-growth  consensus  is 
beginning  to  erode,  though  the  erosion  is 
coming  more  ft-om  political  forces  than  from 
the  economics  Establishment.  Supply-siders, 
for  example,  have  never  bought  what  Robert 
L.  Bartley  once  called  the  "root-canal"  school 
of  economics — the  idea  that  economic  virtue 
must  be  painful.  Baitley's  Wall  Street  Journal 
editorial  page  has  continued  to  crusade  for 
higher  gi'owth  rates  and  has  even  given  space 
to  the  Keynesian  economist  Robert  Eisner, 
with  whom  Bartley  agrees  on  little  else. 

In  a  recent  essay.  Professor  Eisner  pointed 
out  that  higher  gi'owth  is  associated  with  full- 
er employment  and  higher  rates  of  productiv- 
ity. When  productivity  rises,  proportional 
wage  increases  are  not  inflationary.  Hence 
high  rates  of  growth  and  employment  need 
not  produce  price  increases  and  can  actually 
counter  inflationary  pressures. 

The  prophets  of  slow  growth  ignore  the 


recent  structural  changes  noted  above, 
alter  the  historic  association  of  tight 
markets  with  inflation.  In  a  global  eeo 
U.  S.  workers  think  twice  before  pressi 
wage  hakes  in  excess  of  productivity 
They  risk  pricing  themselves  out  of  thi 
ket.  For  a  decade,  the  norm  has  bee 
median  wage  growth  to  lag  behind  prod 
ity  growth,  in  boom  years  as  well  as  reo 
years.  Sellers  are  likewise  restrained 
extracting  price  increases  by  the  pro! 
tion  of  competitors.  The  more  the  eco 
becomes  deregulated  and  globalized,  the 
it  can  sustain  higher  gi-owth  rates  wi 
courting  inflation.  Somebody  should  tell! 
Greenspan. 

WALL  STREET  TALKS.  Last  month,  thf 
tional  Association  of  Manufacturere,  not  • 
ly  a  temple  of  Keynesian  economics,  iss 
tough  statement  calling  for  a  target  gi.. 
range  of  3%  to  3.5%.  (business  week:g 
curs;  see  its  Oct.  9  editorial.)  It  is  a  bin 
moment  in  pohtical  economy  when  thejj.' 
thinks  the  economy  can  prudently  grc 
3.5%  and  a  Democratic  Administration  (c 
by  the  Fed)  gi-atefully  settles  for  2.5^(. 

This  is  an  old  story — Main  Street  vs. 
Street.  The  real  economy  is  capable  of  hjh 
growth  and  fuller  employment.  This  is 
ly  true  in  the  1990s,  given  the  combinat 
computerization,  higher  productivity,  ^ 
competition,  and  disciplined  labor  mai 
But  the  financial  economy,  to  which  tht 
responds,  is  more  concerned  about  the 
tity  of  the  bond  market  and  associates  sU 
gi-owth  with  financial  soundness.  | 

Economists  debate  the  relative  rol 
macroeconomics  as  well  as  microecom 
interventions  such  as  education,  training,  < 
nology,  and  labor  pohcy  in  raising  living  s 
dards.  Micro  measures  have  their  plac(b 
the  growth  rate  is  the  cake  and  most  J 
the  frosting.  When  the  economy  grov 
4%.,  jobs  are  plentiful,  labor  has  bargaL 
power,  and  wages  can  rise  with  product! 
In  that  context,  it  pays  for  compani4  l 
spend  on  training  to  upgrade  skills  and\i^ 
vent  worker  shortages.  But  when  growjij 
2%,  spending  on  human  capital  may  not  \>} 
pensate  corporations  sufficiently  and 
yield  an  overeducated,  underpaid,  frusti 
workforce.  The  preconditions  are  in  placf 
a  new  era  of  rising  gi-owth  and  broadlyil 
tributed  prosperity.  The  Fed  should  talf-«? 
miserly  foot  off  the  brake. 
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firmly  around  you.  You  see  it  in  the 
full  analog  gauges  and  ergonomic 
placement  of  the  controls  in  front  of 
you.  You  hear 
it  in  the  low 
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Econonuc  Trends 


BY  GENE  KORETZ 

MONETARY  DATA 
POSE  A  RIDDLE... 

M2  is  surging,  Ml  is  way  down 

It  wasn't  that  long  ago  that  the  finan- 
cial markets  awaited  news  of  money- 
supply  gi-owth  with  bated  breath.  But 
the  erratic  relationship  between  vari- 
ous monetary  measures  and  the  econo- 
my has  tempered  market  concerns. 

StiU,  as  economist  David  H.  Resler  of 
Nomura  Securities  International  Inc. 
points  out:  "The  cuirent  monetaiy  pic- 
ture is  somewhat  disquieting."  On  the 
one  hand,  M2,  the  most  closely  watched 
monetary  aggregate,  has  recently  be- 
gun to  grow  at  a  hefty  7%  annual  rate, 
pointing  to  a  resurgent  economy.  On 
the  other.  Ml,  the  naiTow  money  supply, 
has  just  posted  its  fifth  straight  month 
of  negative  12-month  growth — fore- 
telling a  deepening  threat  of  recession. 

The  problem  is  that  though  M2  is 
supposed  to  be  more  reliable  then  Ml  as 
a  leading  indicator,  it  is  Ml  that  has 
had  a  better  track  record  over  the  past 
six  or  seven  years.  Its  growth  accu- 

THE  BASIC  MONEY  SUPPLY 
HAS  HIT  BOnOM 
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rately  foreshadowed  not  only  the  last 
recession  and  subsequent  recovery  but 
also  the  economy's  acceleration  last  year 
and  more  recent  slowdown  (chart). 

Indeed,  as  Resler  notes,  the  current 
monetary  pattern  bears  a  striking  re- 
semblance to  the  situation  six  years  ago. 
In  mid- 1989,  M2  gi'owth  accelerated  dra- 
matically, hitting  a  7%-plus  annual  rate 
for  five  straight  months.  Meanwhile,  Ml 
remained  stalled  below  year-earlier  lev- 
els for  foiu"  months.  The  behavior  of  M2, 
of  course,  implied  quickening  economic 
gi'owth  and  inflationaiy  pressui'es  ahead, 
but  it  was  Mi's  waiTiing  of  a  possible  re- 
cession down  the  road  that  was  eon- 
firmed  by  the  contraction  of  mid-1990. 

"Facing  an  economy  already  rife  with 


uncanny  parallels  to  1988-1989,"  says 
Resler,  "both  the  markets  and  the  Fed 
would  be  well  advised  to  pay  closer 
heed  to  the  nearly  identical  behavior  of 
Ml  and  M2  in  recent  months  to  their 
movements  six  years  ago." 


...DO  RUSSIANS 
HOLD  THE  KEY? 

They're  wary  of  holding  greenbacks 

Despite  the  parallels  to  the  past, 
some  money  market  mavens  are 
imfazed  by  Mi's  ciurent  weakness.  Tliey 
beUeve  two  new  developments  are  dis- 
torting its  gi'owth  on  the  downside. 

The  first  is  the  growing  practice 
among  banks  of  sweeping  funds  from 
interest-bearing  checking  accounts, 
which  are  part  of  Ml,  into  savings  de- 
posits, which  are  part  of  M2.  Because 
savings  deposits,  unlike  checking  ac- 
counts, aren't  subject  to  the  Fed's  re- 
sei-ve  requirements,  such  sweeps  enable 
banks  to  enhance  their  supply  of  loan- 
able funds  (unencumbered  by  reserve 
requii-ements)  without  hmting  consumer 
access  to  checking  accounts. 

The  second  development  involves 
Russian  demand  for  U.  S.  currency. 
Over  half  of  gi-eenbacks  in  circulation 
are  held  outside  the  U.  S.,  and  Russia's 
stock  of  dollars  may  run  as  high  as  $30 
billion  (including  several  billion  in  coun- 
terfeit $100  bills).  Economist  David  Hale 
of  Kemper  Financial  Services  Inc.  notes 
that  a  more  stable  mble  combined  with 
fears  about  U.S.  plans  to  issue  a  new 
counterfeit-proof  $100  bill  have  shaiply 
cut  Russian  demand  for  doUai's.  Because 
the  Russian  government  in  the  past  has 
declared  existing  bank  notes  to  be 
worthless,  he  says,  many  Russians  are 
now  wary  of  old  $100  bills. 

The  bottom  line:  The  popularity  of 
"sweep  accounts"  and  Russians'  current 
aversion  to  U.  S.  cun-ency  are  undoubt- 
edly helping  to  keep  Ml  down.  But  if  it 
stays  down  much  longer,  recessionary 
fears  will  inevitably  gi'ow. 


SUPERWOMAN? 
GOOD  LUCK 

Not  many  have  kids  and  a  career 

Women  college  gi-aduates  today  seek 
"to  have  it  all" — a  career  and  a 
family.  But  as  a  new  study  by  economist 
Claudia  D.  Goldin  of  Harvard  Universi- 
ty indicates,  no  gi'oup  of  earlier  female 


U.  S.  college  graduates  had  great  ■ 
cess  in  achieving  those  twin  goals. 

Goldin  looked  at  four  "cohort; 
white  women  college  grads  in  thisfe: 
tury.  She  found  that  while  half  of  m 
graduating  ai'oimd  1910  turned  out  • 
childless,  their  counterparts  in  the 
1930s  tended  to  raise  families  ; 
working  for  awhile  upon  graduatior 
contrast,  the  postwar  women  gTa( 
the  mid-1950s  tended  to  stress  marn, 
and  children  fu-st  and  then  to  joiitk 
labor  force,  often  as  teachers.  ' 

It's  the  last  crop  of  college  gi 
women  who  received  their  degree  j 
the  late  1960s  through  late  1970s, 
are  closest  in  theii-  aspii-ations  to  toi 
college  women.  By  1991,  when  the  g 
was  37  to  47  years  old,  Goldin  found 
only  24%  to  3;3%  had  achieved  a  cai't 
defined  as  holding  a  full-time  job 
pay  above  the  lowest  25%  of  compai 
male  graduates.  What's  more,  by 
these  career  women  (and  28%  of  tht 
tire  gi"oup)  were  still  childless. 

Thus,  notes  Goldin,  "hy  the  time 
were  about  40  years  old,  relatively 
members  of  this  group  had  success 
combined  children  and  a  career." 
today's  women  graduates  do  betteit 


A  TIDAL  WAVE 
OF  MARKS 

Cross-border  investment  is  soai)i}2 


Just  how  bad  have  the  strong  n 
and  Germany's  high  wages  beei 
German  industiy?  Bad  enough  to  s] 
a  massive  surge  in  direct  foreign 
vestment.  Measured  in  marks,  o 
border  investment  is  mnning  at  di 
last  year's  pace,  and  in  dollars,  ec 
mist  Joseph  R  Quinlan  of  Dean  Wi 
Reynolds  Inc.  says  this  year's  total 
hit  a  record  $37  billion  (chart). 

Interestingly  enough,  while  Gei 
direct  investment  ^^■■■■■■^■m 
in  Asia  is  explod- 
ing, about  two- 
thirds  of  this 
year's  outflow  is 
going  to  Britain, 
France,  and  the 
U.  S.,  which  is  en- 
joying a  hefty  in- 
crease in  dollar 
terms.  "German 
industiy,  feaiful  of 
currency  volatili- 
ty, wants  a  bigger 
stake  in  its  major 
markets,"  says 
Quinlan. 


GERMAN  BUSfNE 
GOING  GLOBAI 

36  

DIRECT  FOREIGN 
INVESTMENT  BY 
GERMAN  COMPANIES  i 
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FXENTLY,  Mary  Washington  Packed  Her 


Dreams  Into  84  Cardboard  Boxes> 


She  lx)iiqht  a  house.  Something  she' J  wanted  to  Jo  lor  yeas.  But  sIk  didn't  know  where  to  start.  Fannie  Mae,  the  nation's  /a/^sr  souree .. 
oljunds  for  mort^aoe  Icndei's,  helped  put  heron  the  path  to  homcowneiship.  After  she  saw  one  of  our  Opening  Doors  commereials  on  \ 
IV,  she  allied  us.  And  then  aKiything  stalled  moving,  heluding  Maiy  Washington.  We  senrhcr  a  //iv  guide  so  she  eould  deteiwiiK  il 
slrmis  ivad\>  to  hu\>  a  lx)me.  Ihen  ur  helped  guide  her  through  the  home-buying  pivcess.  And  finally,  Maiy  gpt  a  loan  through  a  lender  '■■ 
we  do  business  with  in  Iwr  eoivmunity.  After  that,  all  she  had  left  to  do  was  sphng  forpiiza  on  moving  FannieMae 
day.To  find  out  more  about  how  we  helped  Maiy,  or  how  we  eqn  helpyou,eall  1-800-548-9444.  Sk^wir^AmcrkvANnvWn'  Ihmc'- 


The  fax  machine  and  the  copy  machine  are  at  polar  opposites  on  my  floor.  || 


the  nine  people  I  had  to  get  drafts  of  my  document  to?  Two  on  my  floor.  Thre< 


floors  you'd  be  embarrassed  to  take  the  elevator  to.  And  four  not  even  in  this  ofi 


How  I  walked 


four  miles  in  a  9,0  0 


sQuare  foot  office. 


And  then  I  had  to  get  each  draft  back  with  comments,  and  incorporate  th(" 


comments  into  my  document  by  the  following  morning.  So  I  basically  faxed^j 


copied  and  delivered  and  then  typed  and  re-typed 


and  re-faxed  and  re-copied  and  re-delivered 


until  my  feet  hurt  .ind  my  legs  were  tired  and  I  was  sitting  there  star  tin 


wonder  why  the  heck  running  shoes  aren't  considered  standard  business  atti 


CHANGE    THE    WAY    YOU  WORK. 
WORK  TOGETHER. 

Thp  Dr  .-^k  f  o  i>  S  111  II  t  i  (>  II  For  You  And  Your  Team. 


SniajdSujte 


WordPitf 

Freelancf' 

Organizef'^ 

Lotus  Word  Pro™  96 

makes  It  easier  to 
create,  review  artd 
edit  collaborative 
documents.  It's  the 
only  word  processor 
that  bridges  the  gap 
between  individual 
and  team  productivity. 


Lotus  1-2-3.^  This  is 
the  only  spreadsheet 
that  works  for  both 
you  and  your  team. 
Lotus  1-2-3  makes  it 
easier  for  individuals 
or  groups  to  create, 
review,  and  edit 
spreadsheet  models. 


Lotus  Freelance 
Graphics^  96  gives 
both  you  and  your 
team  a  faster,  easier 
way  to  create  and  col- 
laborate on  business 
plans,  reports  and  pro- 
posals that  can  double 
as  presentations. 


Lotus  Approach/'  % 

is  the  award-winning 
database  that  lets 
you  and  your  team 
track,  manage,  and 
analyze  information. 
So  easy  to  use,  you  can 
get  results  within  2 
hours  of  opening  the  box. 


Lotus  Organizer^  offers 
both  you  and  your 
team  the  ability  to 
track  calls,  manage 
tasks,  share  calendars, 
see  other  people's 
availability,  and  even 
book  your  conference 
rooms  over  a  network. 


Introducing  new  Lotus  SmartSuite  96  for  you  and  your  team.  Nothing  else  offers  a  better  way  to  help 
people  work  together.  It  improves  the  way  you  communicate.  It  simplifies  your  work  flow.  It  helps  you 
create,  design,  and  structure  everything  from  a  simple  report  to  a  major  group  presentation.  And  it  can 
be  yours  for  as  little  as  $199.*  SmartSuite®  is  available  for  Windows®  95,  Windows  3.1,  and  OS/2®  For 
more  information,  reach  us  at  1-800 -TRADE-UP,  ext.  B252  or  on  the  World  Wide  Web  at  www.lotus.com. 


Lotus. 


Working  Together' 


In  Canada  call  1-800-GO-LOTUS.  'Upgrade  only.  ©1995  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus,  Working 
Together,  Lotus  SmartSuite,  Approach,  Freelance  Graphics,  1-2-3  and  Lotus  Organizer  are  registered  trademarks,  and  Word  Pro  is  a  trademark  of  Lotus  Development 
Corporation.  Windows  is  a  registered  trademark  of  Microsoft  Corp.,  and  OS/2  is  a  registered  trademark  of  IBM  Corp. 


Alan  Yamamoto  uses  his  cellular  phone  all  over  the  Hawaiian  islands 
Which  he  finds  easier  than  trying  lo  lind  a  phone  booth  on  lop  of  a  mountain 


that  can  actually  make  people's  lives  easier.  A  fascinating  way  to  do  business,  don't  you  think? 


Its  Amazing 
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ie  fed's  soft  landing 
ls  room  to  glide 


IS.  ECONOMY 


CTORY  OUTPUT  IS 
iRTING  TO  PICK  UP 


MANUFACTURING 
-  PRODUCTION  - 


TERLY  PERCENT  CHANGE, 
mi  RATE 

DATA:  FEDERAL  RESERVE 


In  the  1972  movie  The  Candi- 
date, Robert  Bedford  sells  his 
0  win  an  election.  In  victoiy,  he  tums  to  his  han- 
and  says  simply,  "Now  what?"  You  could  ask  the 
•al  Reserve  the  same  question  about  the  economy. 
!  Fed-engineered  "soft  landing"  is  here.  By  keep- 
:al  interest  rates  relatively  high,  the  central  bank 
owed  the  economy  enough  to  create  some  indus- 
slack  and  short-circuited  inflationary  pressures, 
ven  under  the  tight  monetaiy  reins,  the  expansion 
;  no  signs  of  stumbling  into  recession. 

The  latest  data  show  more 
evidence  of  the  soft  landing. 
Retail  sales  are  rising  modest- 
ly. Factory  output  has  bounced 
back  (chart),  and  inventory 
gi'owth  has  slowed.  Inflation, 
meanwhile,  isn't  even  in 
gear — it  may  even  be  in  re- 
verse— partly  because  some  of 
the  rise  in  domestic  demand 
is  being  satisfied  cheaply  by 
imports  and  partly  because  of 
in-conscious  consumers. 

L,  so  now  what?  By  all  indications,  the  Fed  seems 
it  with  the  status  quo.  And  given  the  higher 
in  productivity  and  the  absence  of  cost  pres- 
poHcymakers  may  tolerate  gi-owth  somewhere  be- 
.  2^%  and  3%,  at  an  annual  rate,  over  the  next 
uarters,  without  worrying  too  much  about  infla- 
lecent  reports  suggest  that  is  whei'e  the  economy 
ded. 

ot  for  the  1996  budget,  now  under  hot  debate,  the 
night  be  inchned  to  keep  poHcy  on  hold  for  a 
But  if  Washington  dehvers  a  credible  package  of 
reduction,  the  Fed  seems  ready  to  offset  the  re- 
g  fiscal  drag  with  a  cut  in  interest  rates. 

BEST  CLUE  to  the  economy's  health  is  the  out- 
or  consumer  spending,  especially  during  the  cru- 
'liday  season.  Thanks  to  decent,  if  slower,  gi-owth 
and  incomes  this  year  vs.  last,  consumers  have 
sources  to  lift  their  purchases  of  goods  and  semc- 
s  quarter  close  to  the  3%  to  3!^%  annual  rate 
hit  in  the  third  quarter.  But  while  shoppers  will 
the  holiday  season,  profit-starved  retailers  may 
lare  in  the  good  cheer  amid  the  need  to  discount, 
ail  sales  were  in  good  shape  in  September.  Total 
its  rose  0.3%,  and  excluding  weak  car  buying, 
were  up  0.7%.  In  fact,  except  for  car  dealers  and 


WHY  SOME  RETAILERS 
ARE  HURTING 
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restaurants,  all  the  major  categories  posted  solid  sales 
gains  last  month. 

For  the  third  quarter,  real  retail  sales  grew  at  a 
4%  annual  rate,  thanks  to  strong  car  buying  earlier  in 
the  summer.  Nonauto  receipts  rose  at  a  2%  rate.  While 
respectable,  the  pace  was  below  the  2.9%  gain  in  the 
spring  (chart).  And  it  came  at  a  cost  to  retailers. 

That's  because  consumers 
required  price  cuts  to  crack 
open  their  wallets,  and  those 
sales  promotions  are  ruining 
retailers'  profits.  Heavy  dis- 
counting forced  Kmart  Corp. 
to  report  that  its  third-quaiter 
profits  vrill  be  below  year-ago 
levels — leading  to  speculation 
that  the  retailer  would  file  for 
bankruptcy.  Chrysler  Corp. 
had  to  boost  its  rebates  by  a 
huge  $350  per  vehicle.  That  was  partly  responsible  for 
the  46%  plunge  in  Chrysler's  earnings. 

Discounting  is  a  key  reason  for  low  inflation.  In  Sep- 
tember, consumer  j^rices  inched  up  0.1%.  Excluding 
food  and  energy,  core  prices  increased  just  0.2%.  Pro- 
ducer prices  of  finished  goods  rose  0.3%  last  month — ^the 
fii'st  gain  since  May — while  core  producer  prices  rose 
0.2%.  Consumer  inflation  is  on  track  to  end  the  year  be- 
low 3%.  If  so,  1995  would  be  the  fomth  straight  year  of 
sub-3%  inflation;  1996  may  well  be  the  fifth. 

Consumer  prices  for  goods  alone  edged  up  at  an  an- 
nual rate  of  just  0.6%  in  the  third  quarter,  and  they  fell 
excluding  food.  As  usual,  the  bargain  hunting  will  gi-ow 
even  more  intense  dming  the  holiday  season.  So  retail- 
ers will  struggle  to  maintain  profit  margins,  and  infla- 
tion will  remain  inconsequential. 

Low  inflation  coupled  vrith  faster  gi'owth  in  nominal 
wages  means  that  real  homiy  pay  is  finally  increasing. 
This  gain  in  purchasing  power,  evident  in  the  third 
quarter's  soHd  advance  in  real  aftertax  income,  is  an- 
other reason  to  expect  consumer  demand  to  hold  up. 

FOREIGN  DEMAND  looks  buoyant  as  well.  Exports 
of  goods  and  services  in  August  jumped  3.7%  to  a 
record  $65.7  bilhon,  led  by  autos,  aii'craft,  and  high-tech 
equipment.  Because  imports  were  flat,  the  trade  deficit 
shrank  sharply,  from  $11.2  bilhon  to  .$8.8  bilhon,  the 
smallest  gap  of  the  year. 

The  August  improvement  implies  that  net  trade  was 
much  less  of  a  drag  on  third-quarter  economic  growth 
than  had  been  anticipated.  The  month's  surge  in  exports 
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suggests  that  U.  S.  manufacturers  are  benefitting  from 
better  growth  abroad. 

Steady  growth  in  overall  demand  will  support  a  con- 
tinued pickup  in  industrial  production  in  the  fourth 
quartei'.  Industrial  output  fell  0.2%  in  September,  but 
the  decline  mainly  reflected  a  steep  5.4%  plunge  in 
utility  output  after  the  summer's  hot  weather  boosted 
output  to  an  unusually  high  level. 

In  the  manufactuiing  sector  alone,  September  output 
rose  0.2%,  following  a  strong  0.9%  advance  in  August. 
Those  gains  were  the  first  since  January. 

Manufactiuing  output  rose  at  an  annual  rate  of  2.5% 
last  quarter,  after  a  second-quarter  drop,  but  hours 
worked  in  the  factoiy  sector  fell  2.7%'.  That  combination 
suggests  another  excellent  quarterly  gain  in  factory 
productivity  that  will  restrain  unit  labor  costs  and  lift 
profits.  BUSINESS  week's  early-bird  tally  shows  overall 
corporate  profits  up  last  quarter  but  at  a  slower  pace 
than  in  the  first  half  (page  36). 

LEADING  THE  OUTPUT  PICKUP:  consumer  durables, 
business  equipment,  and  construction  supplies.  Cars 
and  tnicks  strengthened,  as  did  home-related  durables. 
Business  equipment  is  fueled  by  infonnation  processing, 
vdth  computer  and  office  items  up  26.9%.  Better  hous- 
ing demand  is  Hfting  constmction  supplies. 

The  production  rebound  is  a  sign  that  businesses 
have  cleared  out  most  of  their  excess  inventories  that 
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had  cropped  up  earlier  in  the  year.  Inventory  gro 
manufacturing,  wholesaling,  and  retailing  has 
slowing  steadily  all  year,  and  stock  levels  rose  0 
August.  And  because  of  a  strong  1.5%  increase  in 
ness  sales,  the  ratio  of  stocks  to  sales  fell  sh 
Manufactuiing  inventories,  about  half  the  total, 
rise  at  all  for  the  fii'st  time  in  a  year. 

One  disturbing  sign  was  a 
shaip  1%  increase  in  retail  in- 
ventories in  August  (chart). 
However,  that  rise  was  con- 
centrated in  furniture,  build- 
ing materials,  and  food,  areas 
where  the  buildups  were 
probably  intended,  especially 
in  light  of  the  strength  in 
housing  demand.  With  excess 
inventories  about  gone,  the 
way  is  clear  for  further  out- 
put gains — and  continued  expansion. 

Of  course,  the  longer  you  try  to  balance  growtJ 
inflation,  the  harder  it  is  to  maintain  equilibrium] 
danger  is  that  the  expansion  could  pick  up  stean^ 
barrel  through  1996,  stoking  price  pressiu-es.  Or 
versely,  the  worrisome  buildup  in  consumer  credii 
big  cuts  in  government  spending  could  send  the  e 
my  into  a  tailspin.  For  now  though,  steady  noninfls 
ary  gi'owth  is  the  best  bet. 
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INFLATION:  ANOTHER  HEADACHE  FOR  THE  TORIES 


A mix  of  slower  growth  and  ris 
ing  inflation  comes  at  a  bad 
time  for  Prime  Minister  John 
Major's  Conservative  government 
Running  some  30  points  behind 
the  Labor  Party  in  the  polls,  the 
Tories  are  looking  to 
stimulate  the  economy. 
The  problem:  Faster 
inflation  may  preclude 
an  interest  rate  cut, 
and  it  reduces  the  lee- 
way for  a  tax  cut. 

The  retail  price  in- 
dex jumped  0.5%  in 
September,  bringing 
the  headline  inflation 
rate  to  a  three-year 
high  of  3.9%.  Underlying  inflation, 
excluding  mortgage  interest,  hit 
3.1%,  and  the  Bank  of  England's 
pet  measure,  the  rpi  excluding 
mortgages  and  certain  taxes,  is 
also  increasing  (chart). 


RISING  INFUTION.ANY 
WAY  YOU  LOOK  AT  IT 
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A  PERCENT  CHANGE  EROM  A  YEAR  AGO 


DATA:  OATASTREAM  INTERNATIONAL 


The  September  RPI  hardens  the 
boe's  view  that  cost  pressures  are 
pushing  their  way  fomard  and 
that  retailers  are  regaining  some 
pricing  power.  September  prices 
at  the  factoi-y  gate,  excluding  food 
and  energy,  were  up 
5.1%  annually,  a  four- 
year  high.  The  gov- 
ernment's target  for 
underlying  retail  infla- 
tion is  2.5%,  but  ana- 
lysts beUevc  that  goal 
is  unattainable  in 
1996,  without  interest 
rate  hikes,  which 
Chancellor  of  the  Ex- 
chequer Kenneth 
Clarke  opposes. 

However,  a  slower  economy  will 
keep  inflation  from  getting  out  of 
hand.  Retail  sales  were  flat  in 
September  and  were  down  0.4% 
from  a  year  ago,  the  fii'st  annual 
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decline  since  July,  1992.  That 
v/eakness,  plus  the  slowing  tre 
in  industrial  production,  sugge 
thii'd-quailer  real  gross  domes 
pi'oduct  gi"ew  no  faster  than  its 
modest  2.3%  pace  in  the  first  h; 
A  continued  drawdown  of  exce^ 
sive  inventories  will  keep  fourti 
quarter  grovrth  subdued  as  we|| 
say  analysts. 

Major  and  Clarke  strongly  in 
plied  at  the  Conservative  FsLft^ 
conference  in  Blackpool  th^,t  tl3^ 
Nov.  28  budget  would  contain  ^ 
cuts.  Major  also  promised  to  hd 
public  spending  to  40%  of  GDP, 
fi'om  42.5%  now.  However,  fastf 
inflation  will  lift  government  ou 
lays  on  social  programs  in  1996. 
Moreover,  this  year's  budget  is 
ready  overshooting  its  target,  a 
sluggish  growth  eats  into  tax  r< 
enues,  and  as  outlays  outstrip  L 
year's  projections. 
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FUND-RAISrNG 


PUniNG  THE  BITE  Oil 
CORPORATE  AMERIG 

For  the  Presidential  pack,  the  fund-raising  is  feverish 


The  chandeliers  twinkled  at  the 
Sheraton  New  York  as  1,000  busi- 
ness executives  and  politicians 
dined  on  lobster  medallions  and 
filet  migTion.  Donald  Tiiimp  was  working 
the  room.  But  it  was  The  Bob  that  folks 
had  come  to  see.  That's  Senator  Bob 
Dole  of  Kansas,  the  headliner  at  the 
$l,000-a-head  event  on  Oct.  16.  "Now, 
I'm  not  here  to  pick  a  fight  with  Presi- 
dent Clinton,"  he  deadpanned.  "It  would 
be  no  contest." 

The  crowd  roared  at  that.  Foi'  the 
most  pait,  though,  this  was  a  pretty  jad- 
ed gi-oup.  Through  most  of  Dole's  speech, 
forks  clanked  and  table  talk  continued. 
"They're  all  the  same — rubber-chicken 
dinners,"  shrugged  one  bored  participant. 

No  matter — his  wallet  was  still  open, 
as  are  many  others  at  hundreds  of  sim- 
ilarly tiresome  fund-raisers  across  the 
nation.  Whether  it's  Dole  on  the  dais,  or 
Senator  Phil  Gramm  of  Texas  or  for- 
mer Tennessee  Governor  Lamar  Alexan- 
der or  Senator  Richard  G.  Lugar  of  In- 
diana, the  1996  GOP  Presidential  money 
sweepstakes  is  in  full  throttle.  And  "it's 
the  most  feverish  fund-raising  effort 
I've  ever  seen,"  says 
John  M.  Hennessy,  ceo 
of  cs  First  Boston, 
who  has  raised  money 
for  both  Gramm  and  Alexander. 
EARLY  CONTESTS.  In  the  first  nine 
months  of  the  year,  the  10  contenders 
for  the  GOP  nomination  have  raised  a 
record  $53  million,  according  to  campaign 
accounts  filed  Oct.  16  with  the  Federal 
Election  Commission.  That's  more  than 
both  parties  combined  had  raised  ?t  this 
point  in  the  last  Presidential  election 
campaign.  Leading  the  pack  is  Dole,  witli 
$18.8  milhon,  followed  by  Gramm's  $14.3 
rmUion.  None  have  caught  Pi'esident  Clin- 
ton, who  has  socked  away  $19.8  million, 
plus  $1  million  more  from  events  in  Dal- 
las on  Oct.  16  and  Houston  on  Oct.  17. 
Each  GOP  candidate  has  a  corporate 
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HAIL  TO  THE  CEOs:  Clinton  woos  executives  at  a  Business  Council  dinner 


niche.  Although  strong  in  every  region 
and  industry.  Senate  Majority  Leader 
Dole  is  raising  huge  sums  from  insur- 
ance, gambhng,  and  telecommunications 
companies — all  with  business  before 
Congi-ess.  Gramm  has  called  on  oil  and 
gas  pals  in  Texas,  and  is  popular  with 
small  business.  Alexander  and  Lugar 
have  targeted  entrepreneurs.  And 
though  Patrick  Buchanan's  protection- 
ist message  turns  off  most  execs,  it's 
luring  cash  from  some  textile  interests. 
"I  admire  his  concern  that  we're  losing 


'ly't!^ii 


shcl-; 


the  middle  class  in  this  country,"! 
c^EO  Roger  Milliken  of  MiUiken  & 
Never  has  the  need  for  ear 
been  so  great.  In  past  campaigns, 
didates  raised  fimds  for  the  New 
shire  primary,  hoping  a  good 
would  attract  funds  for  later  con' 
At  this  time  four  years  ago,  Demch 
ic  contenders  had  raised  just  $2.2 
lion.  But  in  1996,  70%  of  the  dele; 
will  be  chosen  within  six  weeks  of 
Hampshire.  GOP  contenders  must 
money  now  for  these  pivotal  conte 
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■  all  the  wooing  of  Corporate 
ca,  though,  there's  disquiet  in  CEO- 
Some  Dole  backers  ft'et  that  he's 
low  fizzle  (page  53).  Other  execs 
etired  General  Colin  L.  Powell. 
!th  L.  Lay,  chairman  and  CEO  of 
1  Corp.,  is  a  Gramm  fund-raiser 
lys  Powell  has  "gi-eat  integrity.  I 
like  to  see  him  run."  Silicon  Val- 
ecs  are  wavering,  too.  High-tech 
rt  was  key  to  Clinton's  1992  suc- 
)Ut  many  CEOs  are  disappointed  in 
Old  with  California  Governor  Pete 
n  out  of  the  race,  they're  not 
d  with  the  gop  field.  "There  is 
.0  one  I'm  excited  about,"  says 
ince  J.  Ellison,  ceo  of  Oracle  Corp. 
srs  aside,  Dole  still  has  signed  up 


that  Dole  will  look  out  for  its  interests. 
Many  gaming  execs  supported  CUnton 
in  1992.  That  was  before  he  flirted  with 
imposing  a  4%  tax  on  gi'oss  casino  re- 
ceipts to  finance  welfare  reform.  The 
industry  now  sees  Dole  as  the  one  most 
likely  to  beat  Clinton.  So  last  June, 
Stephen  A.  Wynn,  ceo  of  Mirage  Re- 
sorts Inc.,  hosted  a  Las  Vegas  event 
that  raised  $500,000  on  his  behalf. 
FALTERING  MACHINE.  Gramm's  support 
is  more  regional.  About  48%  of  the  mon- 
ey he  raised  in  the  fii-st  half  of  the  year 
came  from  Texas,  according  to  the  Cen- 
ter for  Responsive  Politics.  His  support 
for  tax  breaks  and  regulatory  I'elief  for 
oil  and  gas  companies  has  won  the  alle- 
giance of  industiy  execs.  Says  Enron's 


know  the  fund-raiser  and  are  coming 
to  meet  Lamar."  The  Tennessean's  cam- 
paign is  targeting  entrepreneurs  by 
pitching  Alexander's  own  experience  as 
co-founder  of  a  company  that  helps  busi- 
nesses set  up  child-care  centers. 

Lugar,  too,  has  had  a  hai'd  time  broad- 
ening his  appeal  beyond  home.  Many 
donors  work  for  Indiana  companies  such 
as  Eli  Lilly  &  Co.,  whose  ceo,  Randall  L. 
Tobias,  and  other  execs  have  given  to 
their  favorite  son.  As  chaimnan  of  the 
Senate  Agi'iculture  Committee,  Lugar 
appeals  to  food  execs  such  as  William  D. 
Smithburg,  ceo  of  Chicago-based  Quaker 
Oats  Co.  And  childhood  chum  William 
D.  Ruckelshaus,  now  chainnan  of  Brown- 
ing-Ferns Industries  Inc.,  will  soon  host 
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PHIL  GRAMM 


$19.8  million    AMOUNT  RAISED 


PATRICK  BUCHANAN 


$14.3  million    AMOUNT  RAISED 


$4.3  million 


irette,  CEO,  Equitable; 
hwartz,  CEO,  Loral; 
fman  Jr.,  CEO,  Seagram 

\merica  may  personally 

but  the  incumbent 
las  had  little  trouble 
business  to  write  checl<s. 


tAISED 


$18.8  million 


DONORS 

Drew  Lewis,  CEO, 
Union  Pacific;  Boone 
Pickens,  CEO,  Mesa; 
Stephen  Wynn,  CEO, 
IViirage  Resorts 

Support  comes  from 
large  corporations  in  a 
1  of  industries  and  regions, 
telecommunications, 
and  gambling. 
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DONORS 

Harvey  Golub,  CEO, 
American  Express; 
Kenneth  Lay,  CEO, 
Enron;  John  Stafford, 
CEO,  American  Home 
Products 

Independent  oil  and  gas 
producers  in  native  Texas  are  fans,  as 
are  lumber  companies,  health-systems 
businesses,  and  small-business  execs. 


LAMAR  ALEXANDER 


AMOUNT  RAISED 


$8.6  million 


DONORS 

Stewart  Turley,  CEO, 
Eckerd;  Stephen  Lynn, 
CEO,  Shoney's;  Ray 
Irani,  CEO,  Occidental 
Petroleum 

V    Expanding  fund- 
M  raising  from  home 
state  of  Tennessee,  with  emphasis  on 
entrepreneurs. 


DONORS 

Roger  Milliken,  CEO, 
Milliken  &  Co.; 
Thomas  Monaghan, 
CEO,  Domino's  Pizza; 
John  Breen,  CEO, 
Sherwin-Williams 

Has  raised  some 
corporate  money  from  textile  execs, 
who  like  his  protectionist  platform. 


RICHARD  LUGAR 


AMOUNT  RAISED  $3.8  million 

DONORS 

Donald  Fites,  CEO, 
Caterpillar;  William 
Smithburg,  CEO, 
Quaker  Oats;  Randall 
Tobias,  CEO,  Eli  Lilly 


The  chairman  of  the 
Senate  Agriculture 
Committee  has  raised  most  of  his 
money  from  Indiana  and  Illinois  busi 
nesses,  some  in  food  industries. 


tlie  ;ost  high-profile  endorsements. 

n  his  big  donors:  the  Baby  Bells, 
liave  won  his  support  on  a  bill 
uld  make  it  easier  for  them  to  of- 
^-distance  ser-vice.  BellSouth  Coip. 

'  »hn  L.  Clendenin  headed  a  Dole 
aiser  in  Atlanta  that  raked  in 
)0 — and  FEC  records  show  that 
ous  BellSouth  employees  wrote 
campaign  checks.  Clendenin  says 
[position  on  the  telecom  bill  was 
■eason  for  his  support:  "I  happen 
ik  Bob  Dole  would  be  the  best 

-1  lican  candidate." 

1  gaming  industry,  too,  is  betting 


Lay:  "He's  pro-free  trade,  pro-invest- 
ment, good  on  downsizing  government. 
He  has  so  many  positions  that  line  up 
with  the  business  community."  But 
Gramm's  money  machine  faltered  in  the 
third  quarter,  in  pail  because  he  had  a 
hard  time  lighting  fii-es  outside  his  base. 
"He's  a  hard  sell  north  of  the  Mason- 
Dixon  fine,"  says  one  ceo. 

For  those  without  name  recognition, 
raising  money  is  a  giind.  Says  Mel  Sem- 
bler,  an  Alexander  fund-raiser  and  Flori- 
da shopping-center  developer:  "Major 
contributors  are  either  giving  to  Lamar 
because  they  know  him  or  because  they 


a  Houston  fund-raiser.  But  Ruckelshaus 
admits  that  "even  if  people  want  to  sup- 
port [Lugar],  it's  hard  to  get  them  to 
give  money  if  they  don't  think  he'll  win." 

With  only  four  months  before  New 
Hampshire,  all  the  candidates  will  be 
scouring  the  countiy  for  holdouts.  With 
so  much  at  stake,  the  hunt  for  dollars 
won't  let  up  until  every  lobster  medal- 
lion is  devoui'ed  and  the  last  ice  swan  is 
but  a  puddle  on  the  ballroom  floor. 

By  Susan  B.  Garland  in  Washing- 
ton, with  Oluwabunmi  0.  Shahi  in  New 
York,  Mike  McNamee  in  Williamsburg, 
Va.,  and  bureau  reporis 
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CORPORATE  PROFITS  

A  STRONG,  IF  UNEVEN. 
THIRD  aUARTER 

Technology  was  the  star,  while  autos  underachieved 

BUSINESS  WEEK'S  flash  report  on  third-quarter  results 
signals  that  the  fat  lady  hasn't  sung  for  this  earnings 
boom.  Profits  were  up  only 
11%  on  a  10%  revenue  increase, 
down  from  a  45%  hike  last  year 
on  a  10%  sales  gain.  But  take 
out  IBM  (and  the  $1.8  bil- 
lion charge  related  to  its 
Lotus  acquisition),  and 
earnings  jumped  18%  over- 
all. Another  good  sign: 
per-share  numbers  came  in 
4<t  higher  than  midquarter 
estimates,  ibm  and  Apple 
aside,  tech  was  a  star  perform- 
er, led  by  Intel's  41%  jump  and 
Microsoft's  58%  gain.  Among  under- 
achievers:  the  auto  biz,  because  of  declines  at  Ford  (-68%) 
and  Chrysler  (-46%).  Both  have  new  models  coming  on 
line,  so  results  should  pick  up.         Frederick  F.  Jespersen 
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ALOFT 

AT  MICROSOFT 

Great  results.  But  how  long 
can  it  ride  high  on  Win95? 

The  high-tech  jitters  may  be  gone, 
for  now.  But  the  buzz  isn't  going 
away.  On  Oct.  17,  Microsoft  Corp. 
announced  quarterly  earnings  that 
showed  an  eye-popping  7  milhon  copies 
of  Windows  95  were  sold  to  customers. 


That  boosted  revenues  and  earnings  to 
record  levels.  But  it  hasn't  prevented 
all  the  talk:  Are  Win95  sales  slowing 
down?  Are  retailers  sitting  on  a  moun- 
tain of  unsold  inventoi-y?  Says  analyst 
Rick  G.  Sherlund  of  Goldman,  Sachs  & 
Co.:  "It  was  a  tenific  quailer.  but  the 
critical  issue  is,  what  is  the  cuiTent  sell- 
through  rate?" 

No  argument  on  the  gi-eat  quarter. 
Microsoft  reported  a  62%  jump  in  reve- 
nues, to  $2.02  billion.  Earnings  rose 
.58%,  to  .$499  million,  or  78^  a  share,  a 
big  leap  over  the  expected  68(2.  Eu- 
])horic  investors  sent  the  stock  flying 
high:  up  4.5  points,  to  close  at  95%  on 
Oct.  18.  That's  a  big  turnabout  fi'om  re- 


cent weeks,  when  inventory  woi|(Si 
sent  the  stock  skidding  from 
Aug.     24— the     day  Win95 
launched — to  $81  a  week  ago. 

Was  there  cause  to  worry?  ( 
there  was  no  inventory  glitch  in 
quarter  just  ended.  Microsoft's  revef 
and  earnings  are  based  on  what  is 
through  to  customers,  not  to  retaifcj 
What's  more,  independent  markets 
searcher  PC  Data  confirms  what  M 
soft  sold  into  the  retail  channel  and 
one  step  fvuther:  Of  all  the  soft 
sold  in  September,  25%  of  it  was  ei 
Windows  95  or  Windows  95  applies 
progTams. 

But  is  there  a  problem  going 

Lr 
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+0.14 

S 

0.37 

0.32 

-0.05 

5 

0.81 

1.02 

+0.21 

5 

0.89 

0.87 

-0.02 

7 

2.07 

1.85 

-0.22 

3 

1.33 

1.37 

+0.04 

5 

1.03 

0.85 

-0.18 

1 

0.98 

!,12 

+0  14 

5 

2.93 

3.01 

+0.08 

9 

1.56 

1.72 

+0.16 

5 

0.66 

0.67 

+0.01 

3 

0.63 

0.52 

-0.11 

■7 

1.40 

1.40 

— 

9 

1.57 

1.74 

+0.17 

2 

1.58 

1.62 

+0.04 

CURRENT  QTR. SALES 
(MILLIONS) 

%  CHG. 

OTR.  PROFITS 
(MILLIONS) 

%  CHG. 

EST  EPS 
(8/17) 

RtPORTtU 
EPS 

DIFF. 

rUDAM 

+8 

100.6 

+5 

0.41 

0.40 

-0.01 

rrnrDAi  rvDorcc 
r  U/UuU.  cArnt99 

+10 

75.3 

+23 

1.15 

1.33 

+0.18 

MA 

NA 

207.2 

+35 

1.70 

2.12 

+0.42 

FOOD  LION 

1,914.0 

+3 

41.0 

+12 

0.09 

0.09 

GANNETT 

932.3 

0 

96.1 

-g 

0.79 

0.69 

-0.10 

MAPPIATT  IMTrPMATIAMAI 

+6 

46.0 

+24 

0.35 

0.35 

+6 

105.8 

+17 

2.11 

2.12 

+0.01 

R         1  1 

+20 

300.4 

+30 

1.39 

1.47 

+0.08 

MORGAN  (J.  P.) 

NA 

NA 

360.0 

+10 

1.57 

1.78 

+0.21 

NATIONSBANK 

NA 

NA 

530.0 

+23 

1.74 

1.93 

+0.19 

1,00/ .  1 

+28 

36.8 

+34 

0.24 

0.24 

1   "^TQ  A 
1,0/7.0 

+47 

78.2 

+284 

0.35 

0.67 

+0.32 

pnAnwAY  crpvirrc 

1   1  AO  A 
1,  lUo.H 

+2 

2.3 

-80 

0.34 

0.06 

-0.28 

SAFEWAY 

3,845.5 

+6 

83.7 

+31 

0.64 

0.69 

+0.05 

SCHWAB  (CHARLES) 

385.5 

+55 

47.2 

+51 

0.25 

0.26 

+0.01 

TIME  WARNER 

1,981.0 

+5 

-102.0 

NM 

-0.11 

-0.30 

-0.19 

TRAVELERS  GROUP 

4,511.8 

-4 

481.4 

+45 

1.14 

1.45 

+0.31 

USAIR 

1,873.4 

+7 

43.1 

NM 

-0.96 

0.35 

+  1.31 

WELLS  FARGO 

NA 

NA 

261.0 

+20 

4.55 

5.23 

+0.68 

4  /         .  I 

+20 

2.432.6 

-19 

1.15 

1. 10 

-0.05 

ADVANCED  MICRO  DEVICES 

590.4 

+9 

56.2 

-35 

0.87 

0.52 

-0.35 

APPLE  COMPUTERtt 

3,003.0 

+20 

60.0 

-48 

1.04 

0.48 

-0.56 

+27 

245.0 

+22 

0.94 

0.89 

-0.05 

1  con 

1  ,OoU.O 

+  11 

84.2 

+21 

0.63 

0.66 

+0.03 

IRM 

ID,  /  OH.V 

+9 

-538.0 

NM 

2.54 

2.30* 

-0.24 

INTEL 

4,171.0 

+46 

931.0 

+41 

1.05 

1.05 

MICROSOFTt 

2,016.0 

+62 

499.0 

+58 

0.68 

0.78 

+0.10 

A     1  n 

D,03  1  .U 

+21 

496.0 

+31 

0.82 

0.81 

-0.01 

pAi  Apmn 

con  n 

+  1 

23.7 

-19 

0.84 

0.51 

-0.33 

RAYTHEON 

3  153.0 

+29 

200.7 

+5 

1.66 

1.65 

-0.01 

SUN  MICROSYSTEMS 

1,485.3 

+  17 

84.7 

+120 

0.65 

0.85 

+0.20 

SYBASE 

233.1 

+7 

1.1 

-95 

0.16 

0.02 

-0.14 

TEXAS  INSTRUMENTS 

3,426.0 

+33 

289.0 

+56 

1.44 

1.48* 

+0.04 

1 1 ,400,  J 

+.5 

2.877.3 

+23 

0  77 

0  83 

+0.06 

AMERITECH 

3,381.4 

+7 

512.5 

+104 

0.85 

0.92 

+U.U  / 

GTE 

5,121.0 

+3 

695.0 

+6 

0.68 

0.71 

+U.UO 

PAriPir  Tn  tqiq  aphiip 

rnl/iriV  unUUr 

-2 

275.0 

-12 

0.61 

0.64 

+0.03 

PANUAMni  r  TACTrPM 

+  1 

73.6 

+44 

0.44 

0.49 

+0.05 

PPJK.I  prQoi  iprrc 

+3 

94.1 

+22 

0.50 

0.55 

+0.05 

SBC  COMMUNICATIONS 

3,242.0 

+8 

534.3 

+11 

0.87 

0.88 

+0  01 

SPRINT 

3,442.3 

+6 

268.5 

+17 

0.71 

0.76 

+0.05 

UNICOM 

2,190.9 

+  18 

424.3 

+51 

1.48 

1.90 

+0.42 

t  First-quarter  results        tt  Fourtti-quarter  results         NM  =  not  meaningful  NA  =  not  available       'EPS  adjusted  for  special  items 
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-^herlund  estimates  that  there 
iiilHon  copies  of  Win95  sitting 
e  shelves — roughly  two  quar- 
orth.  And  retailers  confii-m  that 
re  slowing,  though 
says  they  are  drop- 

a  cliff."  "The  first 
'f  weeks,  we  could- 
■p    it    on  store 

l)ut  it  has  tapered 
it,"  says  Josh  Ma- 
employee  at  Fry's, 
tronics  store  in  Sil- 
lley. 

Microsoft  says  in- 
worries  are  much 
>iit  nothing.  Execu- 


Windows 


tives  concede  that  Win95  sales  have 
slowed  fi'om  the  initial  frenzy,  when  1 
milKon  copies  were  sold  in  the  fii-st  foiu* 
days.  They  also  acknowledge  that  there 
is  plenty  of  stock  on  store 
shelves,  and  if  retailers  are 
unhappy  with  that,  Micro- 
soft will  have  to  take  some 
of  it  back.  But  Microsoft 
doesn't  think  that's  likely: 
The  company  is  expecting 
Win95  to  sell  well  during 
the  tyiDically  heady  Christ- 
mas quarter.  Says  Brad 
Chase,  Microsoft's  general 
manager  of  the  Personal 
Systems  division:  "Sales 


have  dropped  materially  from  the  first 
week's  numbers.  But  it's  sort  of  like 
hitting  four  gi*and  slams  in  a  game  to 
hitting  one  gi-and  slam.  Sales  ai"e  still  in- 
credibly high." 

One  factor  in  Microsoft's  favor:  Win95 
sales  are  shifting  from  consumers'  buy- 
ing upgrade  packages  to  consumers' 
buying  pes  vrith  Win95  preinstalled.  Of 
the  7  million  Win95  copies  sold,  4  million 
went  to  PC  makers.  And  that  is  expect- 
ed to  climb  in  the  fourth  quarter,  when 
analysts  predict  PC  sales  will  grow  a 
mighty  30%.  If  that's  the  case,  the  buzz 
may  be  the  next  thing  that  tapers  off. 

By  Kathy  Rebello  in  San  Francisco, 
ivith  Amy  CoHese  in  New  York 
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STREET  TALK 

Did  Greenspan 
beg  off  public 
testimony 
about  a 
Fed  loan  offer 
for  fear  of 
spooking 
the  markets? 


JAPAN 


WHY  JAPAN'S  BANKS 

HAVE  A  FRIEND  IN  WASHINGTON 

The  Fed  wants  to  avert  a  panic-and  a  sell-off  of  U.S.  Treasuries 


To  global  financial  experts,  the  stun- 
ning disclosure  at  an  Oct.  16  hear- 
ing on  Capitol  Hill  only  fed  their 
worst  fears  about  the  depth  of  Japan's 
banking  woes.  House  Banking  Commit- 
tee Chairman  James  A.  Leach  (R-Iowa) 
revealed  that  the  Federal  Reserve  had 
privately  promised  Japanese  officials 
that  the  U.  S.  stood  ready  to  provide 
emergency  licjuidity  to  avert  a  financial 
crisis.  "This  is  fiuther  confii-mation  that 
they  have  world-class  problems  with 
their  banking  system,"  says  Bert  Ely, 
an  Ale.xandria  (Va.)  banking-industry 
consultant. 

But  the  Fed  wasn't  simply  promising 
altinistically  to  help  a  longtime  ally  in 
trouble.  The  U.  S.  has  a  gi-eat  stake  in 
Japan's  shaky  banking  system:  Prob- 
lems there  could  quickly  spread  to  the 
U.  S.,  driving  up  interest  rates,  depress- 
ing real  estate,  and  sending  the  dollar 
on  another  downward  spii-al.  These  neg- 
ative consecjuences  could  ivsult  from  a 
sell-off  of  U.  S.  assets  by  the  Japanese 
government  to  rescue  its  banks. 
SCARY  SPECTER.  The  failure  (if  just 
three  small  Japanese  lenders  already 
has  viitually  depleted  Tokyo's  $10  billion 
deposit-insiu-ance  fimd.  And  with  public 
sentiment  ranning  against  a  taxpayer-fi- 
nanced bailout,  financial  experts  woiry 
that  Japan's  government  may  have  to 


dip  into  its  vast  $180  billion  reserve  of 
foreign  holdings — nearly  all  in  U.  S. 
Treasmies — to  covei'  future  bank  losses. 
Private  Japanese  investors,  who  hold 
at  least  $40  billion  more  in  U.  S.  Trea- 
suries, also  might  start  selling. 

That's  why  the  Fed  swiuig  into  ac- 
tion. The  central  bank  isn't  talking,  but 
Leach  staffers  say  the  Fed  is  offering 
repurchase  agi'eements:  The  Japanese 
government  could  boirow  cash  from  the 
Federal  Reserve  Bank  of  New  York  us- 
ing its  Treasury  holdings  on  deposit  at 
the  bank  as  collateral.  This  would  pro- 
vide the  cash  Tokyo  might  need  to  cov- 
er losses  at  U.  S.  affiliates  of  Japanese 
banks — which  control  $66  billion. 

Leach  says  Tokyo 
isn't  likely  to  need 
cash  any  time  soon. 
But  bond  traders  fear 
that  the  mere  specter 
of  a  Japanese  sell-off 
w^ould  trigger  a  surge 
in  interest  rates  and 
help  stall  a  less-than 
robust  expansion  in 
the  U.  S.  And  many 
traders  already  are 
jittery,  fearing  that 
a  budget  stalemate 
in  Washington  could 
cause  the  government 
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to  default  o 
bonds.      Te  ip* 
mounted  on  *' 
17  when  Tre  # 
Secretary  R  i^- 
E.  Rubin  vow 
scale  back  a:  ' 
coming     Tr  " 
ry  auction  u 
Congress  r 
the  federal 
ceiling. 

If  no  CGI 
mise  is  reach 
U.  S.  default  could  reverse  the  pov 
bond  rally  fueled  by  Japan's  recei  Jrifd 
gi'essive  piu-chase  of  Treasmies  to  5»(lf' 
the  siu-ging  yen.  And  a  Japanese  s  • 
of  U.  S.  Ti'easuries  would  only  srinf 
matters  worse.  During  the  first  h  attie 
1995,  Japanese  buyers  sopped  up  wr 
billion  worth  of  U.  S.  notes  and  b  it.^ 
one-third  more  than  they  did  in  Hlda 
1994  (chait).  "Japan  has  been  servi  bU 
the  13th  Federal  Resei-ve  District,"  irDc 
WiUiam  P.  Sterling,  an  economist  al  im\ 
vestment  strategist  for  New  York-1  leB 
BEA  Associates.  fefc, 
STEAIM  VALVE.  The  Fed  plan  is  des:  imul 
to  ease  the  pressui-e  on  Japanese  b  ilia 
They  generally  are  more  deper  stfo 
than  their  U.  S.  counterparts  on  ftu  in 
ft-om  short-tei-m  global  money  mai  uo; 
which  could  shut  out  Japan  at  a  hi  (dial 
trouble.  Indeed,  Jajmnese  banks  ab  lis 
are  paying  higher  premiums — 0.25  sew 
centage  points  more  than  LI.  S.  anc  ieth 
ropean  banks  pay  for  dollar  borrovtl!  "Ti- 
in  London.  That's  pushing  the  co 
borrowing  above  the  return  on  ;i 
U.  S.  commercial  loans  and  could 
Japanese  banks  to  trim,  their  portf 
With  Japan  accounting  for  17%  i 
U.  S.  corporate  lending  and  20%  r 
syndicated  business  commitmen 
Japanese  pullout  could  drive  up 
mercial  rates  for  U.  S.  corporate  ' 
rowers.  It  also  could  leave  doni 
banks  hard-pressed  to  fill  the  void, 
you  think  Chemical  [Bank]  is  goii 
absorb  the  20%?"  ^ 
one  banker. 

To  be  sure,  L; 
notes,  Fed  Chaii 
Alan  Greenspan  i 
assured  him  tha 
"does  not  expec 
unmanageable  situi 
to  arise."  Yet  Ja]\  \ 
financial  situatio  y , 
sensitive  enough E^f^i 
Greenspan  to  hep 
a  request  by  Leac 
testify  about  it  in  jJ, 
lie,  perhaps  for  fe||„fj 
spooking  the  marf 


v'ately,  U.  S.  officials  appeared 
joncemed  last  July  when  the  Nik- 
3ck  market  index  drifted  close  to 
—the  critical  level  that  could  dec- 
Japanese  banks'  capital  reserves, 

consist  largely  of  stock  holdings, 
jrompted  the  U.  S.  and  Japan  to 

a  massive  dollar-buying  spree, 
5  the  yen  down  25%  since  April, 
jsult:  The  Nikkei  rose  to  18,000, 


and  the  value  of  equity  holdings  by  Jai> 
anese  banks  soared  from  $30  billion  to 
$130  billion,  giving  Tokyo  breathing 
room  to  implement  financial  reforms. 

These  days,  U.  S.  officials  are  more 
optimistic  about  the  longer-term  pros- 
pects for-  Japanese  banks,  though  they're 
hardly  buUish.  "The  Japanese  banks  are 
somewhere  between  the  U.  S.  system 
of  the  1930s  and  U.  S.  system  of  the 


1990s — but  probably  closer  to  the 
1990s,"  says  one  senior  U.  S.  official. 
Reassuring  words.  But  his  obhque  allu- 
sion to  the  bank  crisis  that  ushered  in 
the  Depression  shows  just  how  serious- 
ly the  U.  S.  government  is  taking  the 
fr'agility  of  Japan's  banks. 

By  Dean  Foust,  with  Amy  Barrett, 
in  Washington  and  Kelley  Holland  in 
Ne  w  Yo  7'k 


COIWMENTARY 

By  Howard  Gleckman 

ONE  ROOF  FOR  ALL  ECONOMIC  DATA 


kuried  deep  in  their  massive  1996 
|budget,  House  Republicans  have 
'come  up  with  a  horrible  idea — 
ttering  Commerce  Dept.  statis- 
-gathering  agencies  throughout 
government.  The  Bureau  of  Eco- 
lic  Analysis,  which  produces  such 
ical  data  as  the  gross  domestic 
duct,  would  be  shipped  off  to  the 
)or  Dept.  to  be  merged  vdth  its 
ytime  bureaucratic  ri- 
the  Bureau  of  Labor 
tistics.  The  Census  Bu- 
a  would  head  to  the  Of- 
of  Management  & 
Iget  for'  next  year  only, 
in,  it  would  move  once 
•e,  to  an  agency  to  be 
led  later. 

!    this  is  part  of  the 
use  GOP's  effort  to  dis- 
atle  the  Commerce 
)t.  "The  American  peo- 
will  hterally  see  a 
linet  chair  taken  out  of 
White  House  and  put 
•  a  museum,"  says 
ise  Majority  Leader 
I  liard  K.  Armey  (R- 
.).  But  sending  num- 
■crunchers  wandering 
he  bureaucratic  wilderness  v/on't 
government  costs.  And  it  is  the 
ng  solution  to  a  serious  problem: 
I  rapidly  changing  economy,  reU- 
!  economic  data  are  becoming  in- 
isingly  important,  even  as  shrink- 
resources  make  it  tougher  to 
ler  accurate  information.  "Spht- 
:  [statistics  agencies]  up  makes  no 
•?e  whatsoever,"  says  Maurine 
"■er,  president  of  the  New  York 
nomic-consulting  fii*m  Haver  Ana- 
;s.  "It  only  makes  a  very  fi-ag- 
r  ited  system  wor'se." 
f  ifERFUL  INTERESTS.  The  r'eal  solu- 
t   is  to  merge  all  the  far-flimg  sta- 
t  cal  agencies  into  a  single  office — 
r  h  Uke  America's  northern 
r  :hbor  has  done  with  Statistics 


Canada.  That  might  not  save  much 
money,  either.  But  it  would  improve 
data  collection  and  analysis  in  three 
important  ways. 

First,  in  an  era  of  fiscal  austerity, 
a  single  agency  reporting  directly  to 
its  own  congressional  oversight  com- 
mittee would  have  more  visibihty — 
and  the  clout  to  fight  for  the  funding 
it  would  need  to  do  its  job.  Today, 


the  statistical  offices  are  tiny  pieces 
of  massive  departments,  essentially 
defenseless  in  the  face  of  voracious 
budget-cutters.  Even  before  its  pro- 
posed spin-off,  for-  instance,  bea  faces 
a  25%  budget  cut. 

Just  as  important,  a  single  agency 
can  allocate  resources  mor-e  efficient- 
ly. The  sad  fact  is,  the  nation  has  far 
more  data  on  the  pr-oduction  of  cow 
chips  than  on  computer  chips.  The 
reason:  Powerful  farm  interests  insist 
on  protecting  the  Agriculture  Dept.'s 
massive  statistical  pr'ograms.  A  con- 
solidation would  give  a  new  agency 
the  flexibility  to  refocus  efforts  on 
critical  issues  facing  the  U.  S.  in  a 
new  global  economy,  such  as  how  to 
quantify  pr-oductivity  gains  or  the 


impact  of  new  technologies.  It  would 
also  make  it  politically  easier  to  shift 
resour'ces  to  meet  congressional  man- 
dates, such  as  satisfying  the  current 
demand  to  improve  the  Consumer 
Price  Index. 

Finally,  a  single  operation  would 
encourage  sharing  of  infor-mation, 
which  is  something  that  U.  S.  law 
bars  some  gover-nment  agencies  fi'om 
doing  now,  typically  citing 
privacy  and  secrecy  con- 
cerns. The  Census  Bu- 
reau, for  example,  is  pro- 
hibited fr'om  providing 
finely  detailed  "microdata" 
to  other  offices. 

According  to  a  recent 
survey,  nearly  60%  of  pri- 
vate economists  back  a 
merger  of  gover-nment 
statistics  offices.  Unfortu- 
nately, the  Clinton  Ad- 
ministr-ation  is  divided  on 
the  idea  of  cr'eating  a  sin- 
gle agency.  Top  Com- 
mer-ce  officials  support 
the  plan.  "A  single  statis- 
tical agency  deserves  con- 
sider'ation,"  says  Everett 
M.  Ehrhch,  Commerce 
Under  Secretary  for  economic  affairs. 
But  the  Labor  Dept.,  which  fears  los- 
ing its  own  data-gathering  opera- 
tions, opposes  any  merger.  Concedes 
a  top  White  House  official:  "As  long 
as  they  are  opposed,  nothing  is  going 
to  happen  on  this." 

The  upshot:  The  green-eyeshade 
types  face  shrinking  budgets  and 
moi-e  balkanization  in  the  gop's  en- 
thusiasm to  bag  itself  a  department. 
Repubhcans  defend  their  actions  by 
saying  they  might  eventually  back  a 
single  statistics  agency.  Great — but 
why  wait?  Get  on  with  it  today,  or 
leave  matters  alone. 

Gleckman  covers  economic  policy 
from  Washington. 
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WHO'S  THAT  GUY  IN 
CHRYSLER'S  FRONT  SEAT? 

Car  dealer  Louis  Patane  is  suddenly  a  top  marketing  exec 


Last  summer,  when  Chrysler  Presi- 
dent Robert  A.  Lutz  wanted  to  get 
a  showroom-level  perspective  on 
the  auto  market,  he  called  up  one  of  his 
favorite  car  dealers,  Louis  P.  Patane. 
For  half  an  hour,  Patane — owner  of 
two  small  Chrysler 
dealerships  in  Avon- 
dale,  Ariz. — chatted 
with  Lutz  about  mar- 
keting strategy,  cus- 
tomer relations,  and 
Chrysler's  model  line- 
uj).  Lutz  liked  what  he 
heard  and  offliandedly 
suggested  that  Patane 
come  to  work  for  hini. 
A  week  later,  Patane 
surprised  Lutz  by  de- 
ciding to  sell  his  lucra- 
tive dealerships  and 
take  the  offer. 

Patane's  sudden  as- 
cent  from  owner  of  a 
suburban  car  dealership 
to  a  spot  near  the  top  of  Chrysler 
Corp.'s  marketing  hierarchy  is  causing 
a  stir  in  Motown.  In  September,  Pa- 
tane took  the  newly  created  position 
of  executive  director  of  brand  market- 
ing, and  some  insiders  expect  him  to  be 
named  a  vice-president  soon.  Fellow 
car  dealers  wonder  just  how  the  ob- 
scure, 45-year-old  Patane  managed  to 
leapfrog  into  Chrysler's  management 
ranks.  "This  guy  only  sold  30  cars  a 
month.  What  does  he  know?"  snipes 
Martin  J.  "Hoot"  Mclneraey,  a  Detroit- 
area  niegadealer. 

"RUFFLED  FEATHERS."  Lutz  argues  that 
Chiysler  needs  the  fresh  eye  of  an  out- 
sider to  help  get  its  marketing  shaped 
up.  Last  fall.  General  Motors  Coip.  ven- 
tiu'ed  fai'  outside  the  cai'  industry  when  it 
hii'ed  fonnei'  Bausch  &  Lomb  President 
Ronald  L.  Zarrella  as  its  top  marketing 
executive.  Like  cm,  Chrysler  must  fashion 
distinct  identities  for  its  blurry  brands, 
and  a  dealer's  pei-spective  may  hel]3,  Lutz 
figui'es.  "Marketing  strategies  that  look 


good  at  the  Pentagon  level  might  not 
look  too  good  in  the  field,"  he  says. 

A  coiporate  heavyweight  like  ZaiTel- 
la  is  one  thing.  But  Patane's  aiTival  at 
Chrysler's  Highland  Park  (Mich.)  head- 
cjuarters  has  "ruffled  some  feathers" 
among  the  company's 
marketing  honchos,  says 
one  insider  The  cuiTent 
team  believes  it  already 
has  a  good  plan  for  solv- 
ing the  company's  mar- 

LOUIS  PATANE 


BORN  Jan. 
1950 


23, 


EDUCATION  Dipio 
ma  in  computer 
programming, 
Rochester  (N.Y.) 
Business  Institute 

CAREER  Started  his  automotive 
career  in  1979  managmg  a 
machining  company  specializing  in 
race-car  engines. 
Bought  Louis  Dodge  in 
Avondale,  Ariz.,  in 
1986  and  added 
a  Chrysler-Plymouth 
dealership  eight  years 
later.  His  challenge: 
Fixing  Chrysler's  brand 
problems  with  Eagle 
and  Plymouth. 

REPUTATION  A  car 

guy"  who  races  drag- 
sters in  his  off  hours 


vwth  the  fii'st  nine  months  of  1994^ 
the  Eagle,  rumored  to  be  heade 
extinction,  still  has  less  than  a  1% 
of  the  U.  S.  market,  despite  a  $10( 
lion  advertising  bhtz. 

What  does  Patane  bring  to  th 
ble?  The  soft-spoken  ex-dealer  isn't 
ing  details  for  now.  But  associate 
that  as  a  member  of  the  National  I 
Dealer  Council  he  did  a  good  j 
scioitinizing  Chrysler's  brands  and  1 
ing  a  brand-savvy  approach  to  loc; 
vertising.  He  persuaded  Phoenix 
Dodge  dealers,  for  example,  to  pr( 
a  sophisticated  TV  spot  extolling  th 
tues  of  the  Ram  pickup  tnick  with 
blaring  price  pitch. 
DELICATE  BALANCE.  Like  Lutz,  P. 
is  a  car  guy.  He  eamed  a  compute) 
gi'amming  diploma  in  Rochester, 
while  working  in  auto-body  and  ma 
shops.  He  owned  a  car  wash  am 
station  before  buying  a  Dodge  d( 
ship  in  1986.  "I  came  into  this  bus 
thi'ough  the  back  end,  which  gives 
strong  customer  viewpoint,"  Patane 
thi'ough  a  spokesman.  On  weekenc 
races  dragsters  on  the  National 
Rod  Assn.  circuit. 

That's  hai'dly  a  high-powei'ed  rej 
though.  And  at  best  Patane  faces  a 
cate  balancing  act  at  Chiysler.  He 
feed  dealers'  appetite  for  creative  pi 
tions  and  advertising  while  tink 
with  brand  identities  at  the  corpl 
level.  A  major  fix  of  Chiysler's  a 
muddle — dropping  the  Eagle  nan 


and  gets  on  with  engineers. 

keting  problems  by  repositioning  its 
brands:  Plymouth  is  to  stand  for  value, 
Clnysler  for  prestige,  and  Eagle  is  to  be 
given  a  sporty  image  that  will  appeal  to 
import  buyers.  Results,  however,  haven't 
been  stunning:  Chrysler-Plymouth  sales 
slid  15%  through  Sej^tember  compared 


BRAND  BOMB:  The  Eagle  hasn't  fli 


repositioning  PljTnouth — will  risk 
fusing  consumers  if  it  isn't  done  wf 
Still,  with  Patane's  appointment, 
is  sending  a  message  to  Clnysler's 
keting  team:  Get  focused  on  the  i 
tomer  trolling  showToom  floors.  ) 

By  Bill  Vlasic  in 


"Marketing  strategies  that  look  good  at  the  Pentagonj 
level,"  says  Chrysler's  Lutz,  might  not  work  in  the  fiel( 
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We  sell  the  most  valuable  commodity.  Time.  Our  core  business  is  selling  tv,  radio  and  cable  airtime.  We're 
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MEDICINE 


THE  $665  MILLION  MARKET 
NOBODY  TALKS  ABOUT 

There's  a  burst  of  new  treatments  for  impotence 


Prostate  surgery  probably  saved 
Wallace  L.  Kouwenhoven's  life  sev- 
en years  ago.  But  the  operation  to 
remove  his  cancerous  prostate  came  at  a 
cost:  The  fonner  computer-systems  chief 
for  Philips  Electronics  North  America 
soon  found  himself  suffering  from  what 
now  is  called  erectile  dysfimction.  Bare- 
ly 60  years  old,  he  was  impotent. 

Luckily,  Kouwenlioven's  doctors  had  a 
solution.  They  put  the  Long  Island  man 
on  Caverject,  a  then-experimental  drag 
that  can  restore  potency.  Recently  ap- 
proved by  regulators,  put  onto  the  mar- 
ket by  Upjohn  Co.  in  late  August,  and 
backed  by  a  national  ad  campaign 
launched  Oct.  17,  the  ding  is  the  newest 
attack  on  a  problem  plaguing  j^erhaps  20 
million  U.  S.  men.  "The  results  are 
astounding,"  says  Kouwenhoven,  who 
has  injected  himself  with  the  medicine 
up  to  four  times  monthly  for  more  than 
six  years. 

PELLETS  AND  PILLS.  Thanks  to  such 
treatments,  impotence  is  no  longer  a 
seemingly  irreversible  by]3roduct  of  ag- 
ing. Drug  therapy  is  coming  into  its 
own,  alongside  such  time-tested  devices 
as  inflatable  implants,  bendable  rods, 
and  vacuum  pumps.  And  more  ap- 
proaches ai'e  in  the  works  that  will  like- 
ly boost  what  analysts  figure  is  already 
better  than  a  $665  million-a-year  mar- 
ket: By  early  next  year,  Vivus  Inc.  in 
Menlo  Park,  Calif.,  expects  to  seek  reg- 
ulatory approval  for  a  tiny,  insertable 
pellet  for  men  who  shy  away  from 
Caverject's  needle.  Drug  giant  Pfizer 
Inc.  may  be  less  than  tlu-ee  years  away 
fi-om  commercializing  an  anti-impotence 
pill.  "In  the  1990s,  there 
is  no  reason  for  any 
man  not  to  get  erec- 
tions," says  Dr.  Kenneth 
A.  Goldberg,  a  Dallas 
urologist. 

Maybe  so,  but  restor- 
ing the  old  joie  de  vivre 
is  getting  more  expen- 
sive. Caverject  goes  for 
$20  to  $25  a  shot.  For 
many  men,  that  will 
compare  unfavorably 
with  the  homemade 
mixtures  of  the  drug 
and  one  or  two  others 


AN  AGE-OLD  PROBLEM 


INCIDENCE  OF  IMPOTENCE 
-  AMONG  U.S.  MEN  BY 
ABE  GROUP 
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that  urologists  for  years 
have  sold  privately  for 
as  little  as  $3  a  dose. 
Vivus  says  its  pellet  will 
be  priced  about  the  same 
as  Caverject.  "Prices  are 
going  up,"  complains  Dr. 
Brett  C.  Mellinger,  chair- 
man of  urology  at  Win- 
thi'op  University  Hospi- 
tal in  Mineola,  N.  Y.  He 
frets  that  some  of  the 
new  approaches  may  not 
catch  on  because  of  cost. 

Still,  Caverject  may 
help  bring  many  more 
sufferers  fomard  to  get 
help.  Upjohn's  new  na- 
tional pi'int  advertising- 
campaign  will  be  aimed 
at  impotence,  and  the 
company  will  soon  begin  testing  radio 
ads.  The  ads  provide  an  800  number 
fi'om  which  callers  will  be  refeired  to  lo- 
cal impotence  specialists.  The  company 
hopes  the  pitch  will  be  as  successful  as 
the  ones  for  Rogaine,  its  baldness  treat- 
ment. 

For  many  men,  though,  Caverject 
may  prove  a  tough  sell.  Urologists  say 
their  patients  often  feel  uneasy  about 
giving  themselves  an  injection,  even 
just  a  tiny  one,  each  time  they  feel 
amorous.  Says  Dr.  Fran  E.  Kaiser,  a 
professor  of  medicine  at  St.  Louis  Uni- 
versity who  has  worked  on  clinical 
studies  for  various  treatments:  "Some 
men  can't  get  over  the  psychic  block  of 
us  putting  a  needle  into  their  favorite 
body  part."  Indeed,  the  dnig  has  a  40% 
drop-out  rate,  even 
though  it  works  w^ell 
for  80%  of  the  men 
who  use  it. 

There  are  alterna- 
tives, of  course.  Some 
doctors  expect  renewed 
interest  in  vacuum  de- 
vices, such  as  the  .$400 
Ei'ecAid  reusable  pump. 
Others  are  gearing  up 
for  an  increase  in 
$15,000  prosthetic  im- 
plant operations,  despite 
a  smattering  of  lawsuits 
brought  by  lawyers  w^ho 


TOUGH  SELL:  Kaiser  says  so)ne  can't  deal  with  sh 


argue  the  silicone  in  them  may  bi 
ardous.  Pfizei-,  while  it  works  on  ii 
denafil  pill,  is  remaining  in  the  iir 
business,  along  with  a  smaller  ( 
CalifoiTiia-based  Mentor  Coi-p.  "Tin 
treatments  are  bringing  people  i> 
the  closet,"  says  Mentor's  urology 
uct  manager,  Craig  Fortier. 
SUFFERING  IN  SILENCE.  As  baby  I 
ers  age,  the  problem  seems  sure  t 
come  even  more  common.  Diseases 
as  diabetes  can  cause  impotence,  a 
medications  for  common  conditions 
as  high  blood  pressure.  Simple  an 
can  be  a  cause,  though  experts 
think  most  erectile  problems  are  ] 
cal  rather  than  psychological.  Mi 
the  millions  of  men  with  the  pn 
suffer  quietly,  with  only  a  fi-action- 
haps  just  a  few  hundred  thousand  ; 
ally — seeking  treatment,  accordii 
Montgomery  Securities  Corp.  an 
Leonard  S.  Yaffe. 

The  new  tools  ai-e  hai'dly  perfect 
plants,  for  instance,  can  fail  or  evei 
to  im"ections.  And  injections  and  va 
pumps  hardly  make  for  spontaneity 
foi'  many  men,  they're  far  bettei' 
the  altei-native.  With  the  new  appi 
es,  says  Dr.  Arnold  Melman,  chaim 
urology  at  the  Albert  Einstein  Ci 
of  Medicine-Montefiore  Medical  C 
in  New  York  City,  "you  reaUy  can 
a  lot  of  people  veiy  happy." 

By  Joseph  Weber  i>i  Philade 


I 


It's  Your  World. 

Invest  In  It: 
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RETAILING 


CAN  TJX  TURN 
OFF-PRICE  ON? 

Even  this  smart  shopper's 
strategy  may  not  be  enough 


DEALS 


CEO  CAMMARATA:  "It's  a  fallacy  to  think  off-price  is  dead" 


Beinai'd  Cammarata,  ceo  of  off-price 
retailing  giant  t.jx  Cos.,  has  spent  a 
cai-eer  hunting  hai'gains.  On  Oct.  16, 
he  found  a  deal  he  couldn't  pass  up:  Foi- 
.$550  inillion,  he  will  buy  Mai-shalls  Inc.,  a 
495-store  chain  that  had  been  dogging 
his  backside  for  years.  In  one  fell  swoop, 
Cammarata  took  out  his  lai'gest  compet- 
itor, nearly  doubled  tjx's  $3.8  billion  in 
annual  sales,  and  sent  shivere  tlu'oughout 
his  now  much  smaller  rivals.  "Tliis  is  the 
best  buy  I've  ever  made,"  he  boasts. 

But  in  today's  sepulchral  retail  cli- 
mate, Cammarata  may  only  be  getting 
what  he  pays  for.  Nearly  all  off-price 
chains — which  specialize  in  discounted 
name-brand  clothing — are  reeling  fi'om 
a  prolonged  slump  in  apparel  sales  and 
heightened  competition  fi-om  depaitment 
stores.  Discount  chains  are  facing  similai' 
problems:  On  Oct.  16,  Kmart  Co^x,  the 
nation's  second-lai-gest  retailer,  publicly 
refuted  suggestions  that  it  file  for  Chap- 
ter 11.  Two  days  later,  Jamesway  Corp. 
said  it  would  go  out  of  business. 

Can  off-price  regain  viability"?  t.jx  re- 
corded year-over-yeai'  dechnes  in  same- 
store  sales  in  14  of  the  past  21  months, 
and  "thei'e's  no  tumaround  in  sight,"  for 
the  apparel  business,  says  LauTence  H. 
Wortzel,  a  Bfjston  University  marketing 
professor.  Retorts  Cammarata:  "It's  a 
fallacy  to  think  off-price  is  dead."  Inves- 
tors aren't  so  sure.  Although  T.ix  shares 
have  jumped  more  than  25%,  to  $15, 
since  iTimors  of  the  deal  leaked  early  in 
October,  they  aren't  worth  much  more 
than  in  1988.  Sales  have  soared  to  $4.2 
billion  in  that  time,  from  $1.6  billion. 
The  bulls  buying  up  tjx's  shares  are 


betting  that  if  anyone  can  revive  off- 
price  retailing,  it's  Cammarata.  He 
skipped  college  to  start  liis  retaiUng  ca- 
reer at  17,  as  a  $50-a-week  stocki-oom 
clerk  at  Macy's.  Then  came  stints  as  a 
buyer  for  J.  W.  Mays  in  Brooklyn,  Wilm- 
ington Dry  Goods,  and  Marshalls.  In 
1976,  the  owners  of  the  fonner  Zayi'e 
CoiiD.  recinited  liim  to  start  a  chain  of 
off-price  stores,  T.J.  Maxx  Stores. 

Cammarata,  55,  has  been  a  dominant 
force  in  off-piice  retailing  ever  since.  Pii- 
or  to  buying  Marshalls,  t.jx  owned  571 
T.J.  Maxx  stores  and  had  lifted  sales  at 
or  near  double-digit  annual  rates  for 
most  of  the  past  20  yeai"s.  Cammai-ata  "is 
highly  focused,  and  he  knows  the  indus- 
tiy  better  than  anyone  else,"  says  a  rival. 

But  as  department  stores  have  cut 
costs,  T.jx's  net  pi'ofit  margins  have  nar- 
rowed to  2%,  fi-om  3.5%  in  1993.  Cam- 
mai'ata  intends  to  boost  mai'gins  again  by 
closing  190  Marshalls  and  T.J.  Maxx 
stores,  pnming  $70  million  in  expenses 
over  three  yeai-s.  He'll  use  the  combined 
company's  increased  buyijig  power  to  ex- 
tract lower  prices  fr"om  vendors. 

The  bad  news:  Cammarata  expects 
appai'el  sales  to  stay  flat.  "Pi'ofitable  mai"- 
ket  share  gains  in  apparel  are  difficult," 
he  says.  T.J.  Maxx  stores  may  show 
moderate  sales  gains,  but  sales  at  Mar- 
shalls are  likely  to  dechne  tlii'ough  the 
consolidation,  he  says.  For  now,  t.jx's 
top-Une  gi'owth  will  have  to  come  from 
overseas,  and  fi'om  a  U.S.  chain  called 
HomeGoods.  Cammarata's  biggest  deal 
may  help  ease  the  pain — but  it  likely 
won't  solve  the  problem. 

By  Geoffrey  Smith  in  Boston 


WATCH  WARREN 
WIN  WITH  WELU 

A  boon  for  Buffett  in  Wells 
Fargo's  run  at  First  Intersi 


Warren  E.  Buffett  wins  agaii 
Oct.  18,  just  a  bit  more  thai 
months  after  the  investor  k 
a  big  gain  from  Disney's  deal  to 
chase  Cap  Cities/ABC,  another  i 
Buffett  holding,  San  Francisco-1 
Wells  Fargo  &  Co.,  made  an  unin 
bid  for  Los  Angeles-based  Fu'st  I 
state  Bancoi"p.  The  deal,  valued  at 
than  $10  billion,  would  be  amons 
largest  in  U.  S.  banking  histoiy  an 
industry's  fu'st  major  hostile  pur  . 
since  Bank  of  New  York  Co.'s  bid  f 
ving  Bank  Corp.  in  1987.  "It's  a 
Uant  move,"  says  Lloyd  Greif,  owt 
Los  Angeles'  Greif  &  Co.  and  an  i 
tor  in  both  banks. 

Wall  Street  couldn't  have  at 
more.  Both  stocks  shot  up  on  the  i 
Fii-st  Interstate  climbed  32%,  to 
and  Wells  Fai'go  closed  at  229,  up 
a  $98  miUion  gain  for  Buffett's  13.: 
the  company.  Wells  Fargo  called 
market's  move  a  clear  vote  of  su 
for  its  offer  of  approximately  $14:  i 
First  Interstate  share. 
"DEEPLY  DISAPPOINTED."  The  two  Ir 
have  talked  in  the  past — as  recent' 
the  night  before  the  announcemen  ; 
cording  to  Wells  Fai-go  ceo  Paul  H: 
He  said  he  decided  to  step  up  the  si 
as  a  way  of  accelerating  the  ni  ^ 
dance.  Fu'st  Interstate,  though,  h 
welcomed  the  move:  "I  am  deeply  ( 
pointed  that  Wells  Fai-go  would  tak^ 
iminvited  action,"  ChaiiTnan  William 
Siart  said  in  a  statem.ent.  Siart  sai 
bank's  board  is  considering  its  opt! 

Analysts  see  the  deal  as  too  co 
ling  not  to  get  done.  "You  get  in-m  i 
cost  savings  and  Wells  managemei 
ing  able  to  apply  itself  to  a  much  h 
and  more  geogi-aphically  diverse 
cMse,"  says  Tliomas  K.  BrowTi,  a  ba 
analyst  at  Donaldson,  Lufkin  &  Jen> 
Anyway,  there  are  few  other  bi(| 
likely  to  match  Wells  Fargo's  offeif ' 
luctant  though  it  may  be.  First  I 
state  will  likely  find  itself  the  lates 
ualty  in  a  binge  of  banking  buy 
Buffett,  meanwhile,  will  be  able  to 
Wells  Fargo's  conquest  as  another 
ry  for  his  books. 

By  Nanette  Byrnes  in  Los  Ani 
with  Kelley  Holland  in  New  York 


"Surprise  me.  Give  me  more  power 
tlian  I  thought  I  could  get  for  my  money. ' 


IBM  Solution  #  111163-J 


re  looking  for  a  lot  of  per- 
Tce  for  not  a  lot  of  money, 
der  the  new  IBM  PC  300. 
3d  up  with  a  75  or  90MHz 
Ti"  chip  and  64-bit  graphics, 
ers  all  the  speed  and  func- 
y  you  need  for  off-the-shelf 


•  75/90MH2  Pentium 
processors 

'  SeleclaSyslem'" 
DOS/Windows" 
and  OS/2  Warp 

'  64-bit giaphiLS 


a.k.a.  "Affordable  Pentium  Technology' 


'  3 -year  warranty ' 
•  IBMHelpWare' 
■  540/850MB  HDD 
•  PCI/ISA  bus 
archileclure 
•  Fax  IDt  60088 


For  info,  orders  or  a  dealer  near  you,  call  1  800  426-7161J' 
Or  visit  our  web  site:  www.pc.ibm.com/desktop/ 


or  customized  applications.  And 
it  starts  at  just  $1825'  (monitor  not 
included).  Which  means  you  can 
take  on  the  heavy  stuff  without 
getting  in  over  your  head.  The  IBM 
PC  300.  One  more  reason  there 
is  a  difference;"  — 


'■  Direcl  price  lor  75MHZ/540MB  HDO  Dealer  prices  anij  prorJucl  availapilily  may  vaiy  ^IBM's  StalemenI  ut  Limiled  Warranty  is  available  upon  request  by  calling  1  800  772-2227  ^M-F,  8arr-6pm  EST  In  Canada,  call  IBM's  HelpFa*  at 
39  (ask  for  documeni  #45215)  IBM,  OS/2  and  HelpWare  are  registered  trademarirs  and  SeleclaSyslem  and "  Tbere  is  a  ditlerence"  are  trademarl<s  ol  Inlernational  Business  Machines  Corpcration  Pentium  is  a  regrstered  trademark  ol  Inlet 
is  a  trademark  otMicroscfl  Corp  (©1995  IBM  Corporation 
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HOLLYWOOD 


OUT  OF 

THE  INKLESS  WELL 

In  Toy  Story,  Disney's  characters  were  "drawn"  by  computer 


They  may  be  mere  cartoons  to  the 
rest  of  the  world.  But  to  Walt  Dis- 
ney Co.,  its  animated  films  are  mon- 
ey machines,  producing  billions  in  reve- 
nues in  recent  years.  With  the  nish  of 
new  cash,  however,  the  salaries  of  ani- 
mators have  soared.  Little  wonder,  then, 
that  Disney  executives  seem  pleased  by 
Toij  Story,  which  they  are  tnampeting  as 
Hollywood's  fii'st  comput- 
er-animated movie. 

The  economics  of  Toy 
Story,  which  will  hit 
movie  theaters  on  Nov. 
12,  are  compelling.  Pro- 
duced at  rows  of  Silicon 
Graphics  Inc.  worksta- 
tions at  Steven  P.  Jobs's 
Pixar  animation  studio 
outside  San  Francisco, 
the  3-D-like  film  that 
biings  to  life  toys  in  a  ht- 
tle  boy's  room  was  made 
with  just  27  animators  vs. 
the  70  or  so  who  inked 
Pocahontas.  With  anima- 
tors making  $100,000-plus 
a  year,  that  amounts  to 
savings  of  more  than  .$10 
million,  which  helped  Dis- 
ney hold  the  film's  bud- 
get to  an  estimated  $30 
million. 

ACE  CARD.  The  question 
now  is  whether  Toy  Story 
will  do  better  than  1993's 
The  Night  ma  re  Before 
Christmas,  Disney's  lack- 
luster first  attempt  at 
making  an  animated  film 
without  pencils  and  paint. 
Like  Disney,  Apple  Com- 
puter founder  Jobs,  who 
bought  Pixar  from  film- 
maker George  Lucas  in 
1985  for  $10  million,  has  a 
lot  riding  on  the  answer-: 
He  filed  an  initial  stock 
offering  on  Oct.  10  to  sell 
16%  of  Pixar  for  up  to 
$82  milhon. 

Toy  Story  has  a  big 
plus  going  for  it:  It's  one 
of  the  few  childrens'  mo- 
vies among  this  year's 
holiday  offerings  (table). 


The  other  hotly  anticipated  films  are 
Warner  Brothers  Inc.'s  Ace  Ventura  2, 
with  rubber-faced  Jim  Carrey,  and 
Sony  Corp.'s  The  American  President, 
starring  Michael  Douglas  as  a  date- 
happy  divorced  president. 

Given  the  dearth  of  alternatives,  kids 
and  their  parents  may  warm  to  Toy 
Story's  rounded  computer  images.  It 


features  a  pull-toy  cowboy,  whose  o: 
is  supplied  by  Tom  Hanks,  and  Ti 
len  giving  voice  to  a  plastic  spac 
called  Buzz  Lightyear.  To  appeal  t( 
ents,  it  also  is  laced  with  jokes  ain 
adults.  (A  plastic  dinosaur  anno 
he  came  from  "an  lbo  that  was  b 
by  Mattel") 

Still,  this  film  has  some  shortcor 
The  Lion  King  and  other  recent 
ney  hits  were  packed  with  Broac 
quality  songs;  Toy  Story  has  thre 
gettable  numbers  by  singer-song\ 
Randy  Newman.  It's  also  loaded 
well-known  toys  such  as  Playskool 
Potato  Head  and  Ohio  Ait  Co.'s  E 
Sketch,  so  only  two  Toy  Story  cl" 
ters  have  been  licensed. 

Disney  already  is  gearing  up  it 


ANIMATED  DlSCUSSIife 

Virtual  Allen  and  ha 


Tinseltown  Noel 

STUDIO  MARKET  SHARE* 

DISNEY  Toy  Story,  a  $30  million  comedy,  debuts  on 
Nov.  22.  Will  America's  kids  warm  to  Don  Rickles  as 
Mr.  Potato  Head?  17.6% 

WARNER  BROTHERS  Ace  Ventura  2:  When  Nature 

Calls  IS  due  Nov.  10.  This  $55  million  comedy 
stars  the  bankable  Jim  Carrey.  15.5% 

UNIVERSAL  Casino,  a  $58  million  Martin  Scorsese 
gangster  flick  with  Robert  DeNiro  and  Sharon  Stone  is 
set  for  Nov.  22.  It's  no  Godfather,  but  should  sell.  14.2% 

SONY  Jumanji,  a  $70  million  movie  starring  Robin  Williams 
trying  to  escape  from  a  board  game.  Sound  confusing?  So's 
the  plot.  Due  Dec.  15.  12.3% 

PARAMOUNT  Sabrina  features  Harrison  Ford  and 
Julia  Ormond  in  a  $36  million  remake  of  Billy 
Wilder's  1954  romantic  classic.  Quality  flick,  but 
prospects  are  modest.  Due  Dec.  15.  11.3% 

FOX  Waiting  to  Exhale,  a  $32  million  black  women's 
buddy  film,  is  due  Nov.  22.  With  this  as  its  only 
release  for  the  season,  it  won't  be  a  Merry  Christmas 
for  Rupert  Murdoch's  crew.  9.2% 


DATA  VARIETY.  EXHIBITOR  RELATIONS  CO  ,  COMPANY  REPORTS 


'  Share  of  box  office  receipts  tfirough  Sept,  28 


midable  marketing 
chine  to  create  a 
around  the  new 
Among  the  strateg 
Toy  Story  parade  at 
Disney  World  in  ( 
do,  Fla.,  a  Disney  ( 
nel  special,  and  ai 
tisements  for  Toy 
leading  off  the  7  n" 
Cinderella  video 
settes  it  has  ship 
There  will  be  plen 
cross-promotions,  ' 
$125  million  worth, 
ney  says.  Among  t 
giveaways   by  M 
Maid  orange  juice, 
ger  King,  and  Frito 
In  L.  A.,  Disney  eve 
put  $1.3  million  ii 
new  funhouse  feati' 
rides  and  shows  basi 
the  movie. 

More  projects  a 
the  works  if  Toy  i 
succeeds.  Disney  pla 
release  a  pair  of  ci . 
games  and  is  contenjls 
ing  an  animated  TV 
based  on  the  movie.i 
Pixar,  which  has  af 
to  produce  two 
films  for  Disney,  is  Aji* 
ing  on  a  second  H 
about  insects  called  M 
Quite  a  brouhaha  oit 
pack  of  computer-gji 
ated  toys.  ||. 

By  Ronald  Grovl 
Burhank,  Calif.,  [ 
Kathy  Rebello  in\ 
Francisco  \ 
 -H 


"When  I  say  jump,  I  want  my 
computer  company  to  say  'How  high?'" 


1  want  a  company  that  delivers 
than  )ust  hardware  and  soft- 
Presenting  IBM  HelpWare"^: 
:B  and  support  that's  just  a  call 
^hone  our  PC  Support  Line  at 
72-2227  24  hours  a  day,  7  days 
'<.'  We'll  be  there.  And  if  on-site 


'  Online  Housecall 
(with  modem) 

'  Exlended  services 
available  lor 
purchase 


'  Hegisler  lor  Inlernalional 
Warranty  Service 

•  S-year  limited  warranty' 
•  On-site  service' 
•  Fax  ID  / 11639 


For  info,  orders  or  a  dealer  near  you,  call  1  800  426-7161.' 
Or  visit  our  web  site:  www.pc.ibm.com/desktop/ 


service  is  necessary  our  warranty 
assures  you  that  we'll  be  there  within 
two  business  days.  It's  like  having  your 
own  IS  department.  Minus  the  demands  ■ 
for  vacations  and  raises.  The  IBM  PC 
300.  Just  one  more  reason  why  there 
is  a  difference  ■'     —        —  — 


jpporl  during  wairanly,  pteloatjed  operating  sysiem  support  lor  60  days,  excluding  some  tiolidays  •'For  copies  ol  IBM's  Statement  ol  Limited  Warranty  call  1  800  //'2-2227  ^Only  availat)le  during  tirst  year  ot  warranty 
'  8pm  EST  In  Canada,  call  1  800  465-3299  (document  #45215)  IBtvl  and  HelpWare  are  registered  trademarks  and."Ttiere  is  a  dillerence"  is  a  trademark  ol  International  Business  Mactiines  Corporation  €^1995  \BM  Corp 


(&1995  Sprint  Communicalions  Company  L  P  Ail  trademarks  are  property  of  their  respective  owners 


lhanks  to  Sprint  Business, 
A/e're  doing  more  business  in  skis. 


—  Hank  Kashiwa,  Olympic  Skier,  Co-founder,  Volant  Skis 

"We  make  state-of-the-art  skis. 
But  the  way  we  sold  them  was  outdated." 

Volant  is  a  youni^,  fast-growing  ccMiipany  with  global 

ambitions.  But  their  communications  system 

wasn't  helping  them  realize  their  full  potential. 

"Sprint  came  in  and  showed  us 
which  technology  was  right  for  us." 

Sprint  consultants  did  an  extensive  analysis  of  Volant's 
business.  And  came  up  with  real  solutions  for  them  — 

like  putting  inventory  on-line  for  real-time  access.  And 

videoconferencing  —  to  present  new  products  worldwide. 

"Now  we're  doing  business  a  whole  new  way." 
Today  Volant  is  a  more  nimble,  more  profitable  company. 
Because  Sprint  made  their  communications  as  cutting- 
edge  as  their  stainless  steel  skis.  Call  us.  We  can  help 
your  business  do  more  business,  too. 


1-800- 816- REAL 


'ieal  BUSINESS 

'olant  Skis 


Real  PROBLEM 

Outdated  field  sales 
communications 


Real  SOLUTION 

Instant  access  to 
inventory  data 


Real  RESULTS 

Faster  shipping,  reduced 
inventory  risk 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 
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SCHACHT  ANSWERS 
AT&T'S  CALL 

HENRY  SCHACHT  BECAME  A 

Rust  Belt  legend  by  engi- 
neering one  of  the  great  in- 
dustj-ial  resti-ueturings  of  the 
1980s.  As  chief  executive  of 
Cummins  Engine,  he  beat 
back  Japanese  rivals  and  cut 
costs  30%.  Can  he  work  his 
magic  again?  On  Oct.  12, 
AT&T  named  Schacht,  60, 
chairman  of  its  huge  equip- 
ment spin-off.  Schacht  has 
just  six  to  eight  weeks  in 
which  to  prepare  the  $20  bil- 
lion division  for  a  public  of- 
fering— in  early  1996.  At  the 
same  time,  he  must  ready  it 
to  do  battle  without  the  ad- 
vantage of  AT&T's  deep  pock- 
ets. "It's  a  marvelous  intel- 
lectual opportunity,"  he  says. 
In  the  process,  Schacht  will 


CLOSING  BELL 


GAS  CUZZLER 

Even  Fidelity  Investments' 
Jeffrey  Vinik  doesn't  always 
outsmart  the  stock  market. 
His  Magellan  Fund  is  up  38% 
this  year — but  not  because 
of  his  huge  stake  in  General 
Motors.  In  January,  gm  showed 
up  as  one  of  Magellan's  top 
10  holdings;  by  June  30,  Fi- 
delity's combined  holdings 
accounted  for  8%  of  gm's 
stock.  So  far,  it's  a  bad  bet. 
On  Oct.  17,  GM  showed  Wall 
Street  sharply  higher  third- 
quarter  earnings,  but  its 
stock  didn't  budge.  In  fact,  at 
$45.75  on  Oct.  18,  gm  shares 
are  up  just  9%  on  the  year. 

100     FIDELITY  MAGEUAN  FUND'S 
NET  ASSET  VALUE 


•0  0?  16!) 
.72  ...  +  12  ' 
.77  .  0.02  +  22.2 
11.34  ...  +  12.0 
10.93  0.01  +12.9 
90.26  -0.35  +35.7 
43.24  -O.U  +29.2 
11.44  ...  +  14.4 
13.73  -  0.06  +  30.4 

OCT,  18 
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Mktin  r 
MA  TF 
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DATA  BLOOMBERG  FINANCIAL  MARKETS 


have  to  push  into  global 
markets,  develop  new  tech- 
nologies, and  fight  off  com- 
petitors seeking  to  steal  the 
business  of  the  unit's  most 
loyal  customer — at&t.  Schacht 
vows  to  rely  heavily  on  Bell 
Labs  to  keep  the  company 
on  the  cutting  edge,  despite 
industry  rumors  that  the  in- 
vention machine  may  be 
scaled  back.  "Bell  Labs  is 
the  seed  corn,"  he  says.  "We 
wouldn't  do  anything  to 
harm  it."  A  patient  builder 
with  an  eye  for  the  long 
haul — ^just  what  a  $20  billion 
startup  needs. 

THE  SENATE'S 
DULLER  KNIFE 

as  expected,  the  senate 
Finance  Committee  wi'apped 
up  a  $245  billion  tax-cut  plan 
that  proved  little  more  than 
a  scaled-down  version  of  the 
House's  $350  billion  package. 
The  Senate  bill  cuts  taxes 
on  capital  gains  to  19.8% 
from  28%  but  does  away 
with  a  new  House-passed  de- 
preciation scheme  and  wa- 
ters down  alternative-mini- 
mum-tax relief.  It  adds  a 
more  generous  expansion  of 
individual  retirement  ac- 
counts and  a  deepei-  cut  in 
estate  taxes  for  owners  of 
small  businesses.  The  plan 
will  be  incorporated  into  the 
congressional  budget  meas- 
ure— which  President  Clin- 
ton promises  to  veto.  But  he 
may  well  sign  a  further 
trimmed  version  as  part  of 
a  compromise  later  on. 


PAIN  AT  NATIONAL 
MEDICAL  CARE 


let  it  not  be  said  that  the 
government  is  letting  Na- 
tional Medical  Care  off  easy. 
The  kidney-dialysis  and 
home-health-care  company, 
slated  to  be  spun  off  by 
W.  R.  Grace,  revealed  on  Oct. 
17  that  it  had  received  sub- 
poenas demanding  extensive 
documents   for   a  federal 


H  E  AD  1 1 NE  R ;  HA  RMONIA  A  X  Y  RID  IS 


LADYBUCLADYBUG 


I 


According  to  folklore,  the 
ladybug  is  a  harbinger  of 
good  luck.  If  so,  the  east- 
ern U.  S.  is  lousy  with  luck 
this  fall.  Call  it  the  inva- 
sion of  the  Harmonia  axy- 
ridis,  an  exotic  Asian 
lady  beetle  seeking 
a  winter  home 

The  insects' 
arrival  has 
been  a  mixed 
blessing.  As 
aphid-eaters, 
they're  a  boon 
to  fruit  and  nut 
growers  and  organic  gar- 
deners. But  to  homeown- 
ers, they're  pests,  speck- 
Hng  walls  and  ceilings. 

Most  experts  believe  the 
Harmonia  descended  from 
stowaways  on  an  Asian 
cargo  ship  that  unloaded 
in  New  Orleans  in  1988. 


The  skyrocketing  popuU> 
tion  moved  north  throug( 
Alabama,  Georgia,  the  k 
Carolinas,  and  Virginia  Ifc 
1990,  then  invaded  the  | 
mid-Atlantic  stat(|:. 
"I  think  we're 
only  seeing 
the  tip  of  tl 
iceberg,"  saj 
Paul  Schaefer, 
entomologist  al 
the  Agriculture 
Research  Servic 
in  Newark.  Del. 
The  result:  a  nuisance 
parently  without  natura 
predators  that  has  none- 
theless "nearly  eliminat* 
pecan  aphids"  in  orcharc 
they  have  colonized,  say 
ARS  entomologist  Louis 
Tedders.  Better  than  kil 
bees,  anyway. 

By  Naomi  Freundl 


probe  into  health-care  pay- 
ments and  reimbursements. 
The  investigation,  conducted 
by  the  Inspector  General  of 
the  Health  &  Human  Servic- 
es Dept.  and  the  U.  S.  At- 
torney for  Massachusetts,  is 
the  feds'  third  i)i'obe  of  NMC. 
The  company  announced  in 
April  that  grand  juries  in 
New  Jersey  and  Virginia 
were  investigating. 

NETWORKS:  BACK 
IN  THE  BALLGAME 

ONE  OF  THE  WORST  DEALS  IN 

broadcasting  history,  the 
$1.06  billion  CBS  contract  to 
ah'  baseball  games  from  1990 
to  1993  managed  to  damage 
both  the  network  and  the 
sport.  Now,  both  parties  are 
ti-ying  to  rebuild.  Broadcast- 
ing sources  say  that  CBS  and 
the  Fox  TV  network  are  dis- 
cussing an  $880  million,  four- 
year  broadcasting  partner- 
ship with  Major  League 
Baseball.  But  they're  not 


alone:  As  word  of  the  t|l 
leaked,  sources  say,  ^ 
joined  the  fray.  The  net\| 
had  forsworn  baseball  ea^ 
this  summer,  but  ABC's 
owners  at  Walt  Disney  i 
want  a  joint  espn/abc  | 
Baseball  could  have  sci 
thing  it  would  not  l| 
dared  dream  of  three  wJ 
ago:  a  bidding  battle  ^ 
could  produce  $250  milliji^ 
year  So  far,  none  of  the  | 
works  has  ventured  ^ 
high.  But  negotiations  l< 
fai'  from  over.  , , 


ET  CETERA... 


■  Louisiana-Pacific  will 
up  to  $375  million  to  s( 
class  action  suits. 

■  Jerome  York  will  it 
Chrysler  execs — but  not  t 
Robert  Eaton — on  Oct. 
E  Ivax  will  merge  with  I-i 
lund  Nycomed,  creatii 
generic-drug  giant. 

■  Eastman  Kodak  will  ii 
back  up  to  $1  billion  o  ' 
stock.  Investors  rejoice 
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AMERICAN 
GENERAL 


American  General.  We  Provide 
Retirement  Annuities,  Consumer  Loans, 
JFE  Insurance  And  Shareholder  Value. 


^  American  Ueneral  Corporation, 

\'             ^        A.       A.      \                  A.                          A.                  1  IIJ 

annuahred  total  return  to  shareholders 

neadquartered  in  Houston,  is  one  oi  the 

or  ZlVo  over  the  last  ZU  years... increased 

nation  s  largest,  most  successiul  con- 

1**11                 1                       t         *  1 

dividends  each  year  during  the  same 

sumer  tinancial  services  organizations. 

*      J                   1                                           1  * 

period... and  more  recently,  earnings 

We're  a  leading  provider  of  retirement 

have  doubled  over  the  last  five  years. 

annuities,  consumer  loans,  and  life 

%  Today,  American  General  has  assets 

insurance.  0  Founded  in  1926,  we  help 

of  $58  billion  and  shareholders'  equity 

8  million  families  meet  their  financial 

of  $5.3  billion.  Financial  strength 

security  needs.  Financial  security  is  also 

has  its  rewards,  as  does  our  commit- 

important to  another  group.  Our  share- 

ment to  our  customers  and  our  share- 

holders. C#  In  fact,  building  shareholder 

holders,  fjl  To  learn  more  about  American 

value  is  one  of  our  guiding  principles. 

General  (NYSE:  AGC),  please  contact 

I^i  Our  record  speaks  for  itself: 

Investor  Relations  at  (800)  AGC-1111. 

J%  AMERICAN 
V  GENERAL 


Providing  Keuremenl  Annuities,  C(m%umer  Loans,  Li/e  Insurance  And  Sihareholder  Value 


Are  you  using  the  best 
corporate  card  available 

( O  r  j  II  s  t  the  best  k  n  o  w  n  ?  ) 


MasterCard. 

Corporate  Card 

SHia  3H5b  IB'iO  J 


When  you  think  about  corporate  cards,  what  might  come  to 


ri»»i  iBTiMiTifliu,  rtev^^^^^     mind  is  American  Express^  But  have  you  ever  wondered  why? 


CHIIIt  SHITH 


Atter  all,  MasterCard*  Corporate  Card  is  accepted  in  three  times  as  many  places  as 
American  Express  (at  home  and  around  the  world).  And  should  one  of  your  employees 
run  out  of  baht  m  Thailand,  they  can  get  cash  in  six  times  more  places  with  a  MasterCard 
Corporate  Card.  Plus,  it  has  a  more  comprehensive  package  ot  insurance  coverage  anti 
travel  services.  For  more  details,  just  give  us  a  call  at  1-800-727-8825,  ext.  13.  Because  if 
you're  looking  to  get  the  most  out  of  your  corporate  card  pro- 
gram, there's  only  one  name  you  need  to  think  of.  MasterCard. 


r-ROllD  SPONSOR  Of  AiIRL;'  i.OLF  EV£\TS 


M  a  s  t  c  r  C  d  r  d  .  It  '  s   in  ore   than   a   credit   c  n  r  d  .  It's   s  iii  a  r  t   m  o  n  e  y .' 


199S  MaslcrCard  tnU'rmlwtial  liuorporautl 


/ashington  Outlook 


;i  ED  BY  OWEN  ULLMANN 


IB  DOLE'S  BIGGEST  PROBLEM 
STILL  MR.  UNDECIDED 


ese  are  tenuous  times  for  Bob  Dole.  Just  check  out  the 
lueen  City  Rotaiy  Club  in  Manchester,  N.  H.  At  a  break- 
ist  the  day  after  the  10  Republican  Presidential  wan- 
i  made  a  joint  appearance  on  Oct.  11,  not  one  of  the  30 
•ians  picked  the  Senate  Majority  Leader  as  their  candi- 
The  landslide  winner:  undecided.  "We're  keeping  things 
"  says  club  member  Doug  MacDonald. 
;  a  common  refrain.  Last  spring,  the  Kansan  looked 

sure  thing  to  win  the  Republican  nomination,  and  he 
jads  in  GOP  fund-raising  (page  34).  So  why  are  the  par- 
Dhful  so  slow  to  commit?  In  two  words.  Bill  Clinton.  The 
itay  of  Dole's  campaign — that  he  is 
'resident's  strongest  rival — is  being 
•mined  by  polls  showing  him  losing 
d  to  the  incumbent.  And  as  long  as 
)ks  vulnerable,  Dole  risks  challenges 
House  Speaker  Nevd.  Gingi-ich  (R- 
ind  retired  General  Colin  L.  Powell, 
■e  is  a  longing  among  Republicans 
charismatic  leader,"  says  Texas  a&m 
•rsity  political  scientist  Jon  R.  Bond. 
tUTTONS.  That's  one  thing  Dole  has 

been  accused  of.  But  the  Senator's 
lign  has  other  plans  for  turning  his 

es  around.  He  plans  to  regain  the  spotlight  recently  hi- 
1  by  Powell's  megahyped  book  tour,  Gingrich's  White 
■  musings,  and  Ross  Perot's  third-party  machinations.  To 
it,  the  Dole  camp  is  looking  for  hot-button  themes — sim- 
'  the  Senator's  well-received  assault  on  Hollywood  val- 
to  capture  headlines  and  define  his  public  persona, 
g  the  options:  a  call  to  make  Enghsh  the  official  U.  S. 
ige,  playing  to  strong  anti-immigration  sentiment, 
^n  there's  Dole's  reserve  of  grassroots  muscle.  After 
ibarrassing  draw  with  Senator  Phil  Gramm  (R-Tex.) 
August  Iowa  GOP  Presidential  straw  poll,  Dole's  organ- 
1  is  hellbent  on  a  clean  win  in  a  Florida  straw  poll  set 

)v.  18.  And  he  has  upped  the  ante  by  making  repeated 


FADING?  Embarrassment  in  N.H 


visits  to  the  Sunshine  State  and  pei"sonally  lobbying  delegates. 

Dole's  advisers  also  want  to  biuTiish  his  Hill  leadership  cre- 
dentials, which  have  been  tarnished  by  bitter  paitisan  conflict, 
GOP  infighting,  and  rising  public  disapproval  of  Republican  pri- 
orities. "Dole  has  to  demonstrate  that  he  is  an  effective  lead- 
er and  can  get  things  done,"  says  Wichita  State  University 
political  scientist  James  W.  McKenney. 

That's  tricky.  First,  Dole  hopes  to  appease  GOP  conserva- 
tives by  passing  a  balanced-budget  plan  that  overhauls  wel- 
fare, chops  Medicaid,  cuts  taxes,  and  slows  the  gi-owth  of 
Medicare.  That  should  neutralize  Gramm  on  the  right.  And 
Dole  knows  he  eventually  must  cut  a  bud- 
get deal  with  Clinton  largely  on  gop  tenns, 
so  the  Senate  leader  doesn't  revive  conser- 
vative charges  that  he's  an  ideology-free 
l^ragmatist.  That  image  was  reinforced  on 
Oct.  17  when  Dole  admitted  he  eired  in 
August  by  returning  a  $1,000  donation 
from  a  gi'oup  of  gay  Republicans. 
EBB  AND  FLOW.  Even  so,  if  the  budget 
battle  and  the  Florida  contest  turn  out 
well  for  Dole,  Powell  may  not  run — a  big 
relief  for  the  Kansan.  An  Oct.  16  poll  by 
Manchester-based  American  Research 
Group  shows  Powell  whipping  Dole  30%  to  21%  among  New 
Hampshire  Republicans.  With  Powell  out,  Dole  leads  his 
closest  rival,  Patrick  J.  Buchanan,  32%  to  10%. 

Dole's  advisers  believe  his  curi'ent  woes  are  temporary — 
"the  natural  ebb  and  flow  of  a  campaign"  for  a  front-runner, 
says  senior  strategist  Bill  Lacy.  Indeed,  polls  show  that  Dole 
still  has  bedrock  support  as  the  least  objectionable  Presi- 
dential candidate.  "Voters  ai"e  saying,  'If  you  can't  find  anyone 
better,  we'll  take  him,' "  explains  American  Research  Presi- 
dent Richard  Bennett.  That's  no  rousing  endorsement.  But  if 
Dole  sticks  to  his  comeback  playbook,  it  might  be  just  enough 
to  keep  him  on  the  road  to  the  White  House. 

By  Richard  S.  Dunham  in  Manchester,  N.  H. 


APITALWRAPUP 


KESSLER:  STILL  ATLARGE 


0  UTiNG  THE  CP! 

*  e  Clinton  Administration  is  eye- 
'  deal  with  Capitol  Hill  Republi- 
lo  help  balance  the  budget  by 
ng  annual  cost-of-living  hikes, 
omists  contend  inflation  is  over- 
■d  by  the  Consumer  Price  Index, 
h  is  used  to  adjust  income  tax 
lules.  Social  Security  checks,  and 
al  pensions.  The  gop  loves  the 
Why?  Cutting  CPi  increases  by 
)ercentage  point  would  save  $281 
n  by  2002,  estimates  the  Con- 

£  sional  Budget  Office. 


►  The  regulator  heading  Hill  Republi- 
cans' most-wanted  list  may  elude  cap- 
ture— for  now.  The  gop  had  vowed  to 
quell  the  Food  &  Drug  Administra- 
tion and  its  activist  chief,  David 
Kessler,  whose  alleged  crimes  include 
delaying  product  approvals  and 
heavy-handed  enforcement.  But  the 
budget  battle  and  the  complexity  of 
FDA  reform  have  forced  delays.  "You 
won't  see  a  bill  this  year,"  admits  fda 
critic  Representative  Richard  M. 
Burr  (R-N.C). 


CAMPAIGN  SPIRITS 

►  Spiritual  beliefs  greatly  impact  vot- 
ers' choice  for  President,  finds  a  new 
nationwide  survey.  A  Sept.  17-21  poll 
conducted  by  EPic-MRA/Mitchell, 
based  in  Lansing,  Mich.,  found  Bob 
Dole  beating  Bill  Clinton  among  those 
who  believe  in  the  devil  (49%  to  37%) 
and  in  angels  (47%-40%).  But  Clinton 
coasts  to  victory  among  those  who  be- 
lieve in  reincarnation  (59%-30%).  "It's 
because  Clinton  keeps  resurrecting 
himself,"  quips  epic-mra  pollster  Ed 
Sarpolus. 
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WOULD  QUEBEC  SURVIVE 
SOVEREIGNTY? 

If  the  separatists  win  on  Oct.  30,  major  economic  upheaval  will  follow 


If 

Iff 


taici 
leC 

lire 

iV 


Laurent  Beaudoin.  ceo  of  trans- 
portation equipment  giant  Bom- 
bardier Inc.,  trembled  with  emo- 
tion as  he  addressed  a  recent 
gatheiing  of  Montreal  business  leadere:  If 
Quebec  votes  "Ow/"  for  sovereignty  on 
Oct.  30,  he  warned,  the  "economic  dis- 
mption"  would  be  so  severe  that  Bom- 
bai'dier  might  have  to  move  jobs  from  its 
factoiy  in  Valcoiut,  Que. — where 
the  snowmobile  was  invent- 
ed— to  the  U.  S.  Beau- 
doin's  speech  drew  a 
loud  ovation.  But  it  en-  ' 
raged  Quebec  Premier 
Jacques  Parizeau.  He 
accused  Beaudoin  of 
"spitting  in  the  soup"  \ 
of  Quebec's  workers.  \ 

Referendum  fever  is 
gripping  Quebec.  From 
potluck  suppers  in  small 
towns  to  mass  rallies  in  Mon- 
treal, politicians,  businesspeople,  and  or- 
dinaiy  citizens  ai'e  debating  whether  Que- 
bec should  separate  from  Canada.  The 
issue  has  pitted  business  against  pro-sov- 
ereignty unions,  Quebec's  French-speak- 
ing majoiity  against  the  English-speaking 
ininority,  and  the  separatists  against  the 
rest  of  Canada.  Although  most  obsei-vers 
expect  a  Non  victoiy,  poUs  show  the  two 
sides  neck-and-neck,  with  less  than  two 
weeks  remaining  before  the  vote.  An  Oct. 
14  siu'vey  by  Groupe  Leger  &  Leger, 
Quebec's  largest  pollster,  puts  the  Oiii 
at  49.2%  and  the  Nor/  at  50.8%. 

Quebeckers  see 
three  possible  out-   PUSHING  HARD: 
comes  to  the  vote  A  loss  could  lead 
(table).  If  the  Non   Parizeau  to  quit 
vote  wins  by  a  solid 

margin — as  business  leaders  and  federal- 
ists hope — the  I'eferendum  will  put  an 
end  to  Quebec's  thi'ee-decade  push  for 
more  autonomy  and  probably  force 
PaiTzeau  to  resign.  But  a  nairow  win  by 
the  Non,  with  less  than  .5.5%  support, 
could  heighten  tension.  It  would  mean 
that  a  majority  of  French-speaking  Que- 
beckers back  sovereignty,  providing  am- 
munition for  sepai-atists  to  campaign  for 


yet  another  referendum  and  talks  with 
Canada  over  a  special  status  for  Quebec. 

The  best  the  Oui  forces  can  hope  for 
is  a  "very,  very  narrow  victory,"  says 
Jean-Marc  Leger,  President  of  Leger  & 
Leger.  But  even  with  "a  majority  of  one 
vote,"  insists  Quebec  Deputy  Premier 
Bernard  Landry,  "that  will  be  good 
enough  foi-  Quebec"  to  leave  Canada.  The 
pi'ovince  would  immediately  call  for 
negotiations  with  Ottawa.  If  the 
Oui  vote  wins,  Brian  Ney- 
smith.  President  of  the 
Canadian    Bond  Rating 


m 


lOVf 


Service,  predicts  a  "liquidity  crisis,' 
foreign  investors  stop  buying  Canatjai 
bonds  until  the  confusion  settles. 

Wliatever  the  outcome,  Quebec 
feel  echoes  of  the  debate  for  some  tfe 
The  referendum  is  the  culmination 
surge  of  sepai'atist  strength  since  Car 
rejected  Quebec's  bid  for  autonom;  atr. 
the  early  1990s.  Separatists  won  t 
thirds  of  Quebec's  seats  in  Parhan 
two  years  ago  and  provincial  elect  e 
last  fall.  Since  then,  they've  prepan 
bluepiint  for  independence,  includin  m 
sovereignty  declaration  that  "the  t  at;' 


Three  Scenarios 
for  Quebec's 
Future 


IF  QUEBEC  VOTES  "OUI 
SOVEREIGNTY 


The  province  would  seek  negotia 
tions  with  Canada  on  a  new  poli 
and  economic  partnership.  The 
hottest  issue:  Splitting  Canada's 
$450  billion  in  federal  debts. 


)ine  to  reap  the  fields  of  histoiy." 
1,  even  many  separatists  concede 
he  majority  of  Quebeckers  don't 
outiight  independence.  The  sepa- 
ai'e  tiying  to  reassiu'e  Quebeckers 
hey  can  vote  Oui,  yet  still  retain 
:ies  to  Canada.  Parizeau  has  even 
campaigning  in  a  bus  decorated 
he  Canadian  dollai-.  The  message:  A 
dgn  Quebec  vv^ould  keep  the  Cana- 
;un-ency.  It's  a  stunning  shift  for 
au,  who  in  1984  resigned  from  the 
^uebecois  when  it  tempoi-ai-ily  gave 
independence. 

DEATH.  In  an  even  more  remark- 
■oncession,  Paiizeau  on  Oct.  7  ef- 
i\y  handed  over  leadership  of  the 
ampaign  to  his  arch-rival,  Lucien 
ard,  head  of  the  Bloc  Quebecois, 
deral  wing  of  the  separatist  cause, 
aove  electrified  the  flagging  Oui 
ign.  Polls  show  that  Bouchard  is 
'litician  Quebeckers  most  tmst.  His 
has  soai'ed  since  he  lost  a  leg  to  a 
sating  bacteria  last  December,  nar- 
escaping  death. 

ichard  is  now  assuring  Quebeckers 
e  will  forge  a  new  paitnerehip  with 
la  as  Quebec's  "chief  negotiator" 
ing  a  Oui  vote.  The  aim  would  be 
•ate  a  new  Canadian  union  over- 


seen  by  a  Parliament  of  elected  officials 
fi-om  both  countries.  Bouchai'd  is  a  potent 
salesman  for  a  "courageous"  Oui  vote. 
"We  have  no  right  to  waste  another  Quebec 
generation  on  sterile  debates,"  he  says. 

In  an  u'onic  shift,  it's  the  federalists 
who  are  talking  about  independence. 
They've  blanketed  Quebec  with  signs 
warning  that  a  Oui  would  inevitably 


As  separatists  promise 
close  ties  with  Canada, 
federalists  warn  of 
total  exile 


mean  separation  fi-om  Canada.  That  has 
been  backed  by  warnings  fi-om  politicians 
across  Canada.  Quebec's  "iDaitnei-ship  pro- 
posal is  a  nonstarter,"  Ontario  Premiei' 
Mike  Harris  told  a  cheering  crowd  at 
the  Canadian  Club  of  Toronto  on  Oct. 
12.  "A  separate  Quebec  would  be  a  for- 
eign country,  period." 

At  a  recent  federaUst  rally  in  a  shop- 
ping mall  north  of  Montreal,  that  mes- 
sage was  conveyed  in  personal  terms.  If 


Quebec  votes  Oui,  a  Non  organizer 
warned,  citizens  would  be  stripped  of 
"the  world's  most  envied  passport."  That 
prospect  tenifies  Quebec  immigi-ants  and 
the  English-speaking  minority,  despite 
separatist  promises  that  they  could  keep 
their  Canadian  passports.  Pollster  Legei' 
predicts  more  than  90%  of  immigi-ants 
and  English-speakers  will  vote  Non. 
They  make  up  about  17%  of  Quebec's  5 
million  voters. 

In  shaip  contrast,  Oui  supporters  are 
all  Francophones.  Many  are  prosperous 
and  weU-educated  professionals,  like  Gae- 
tan  PeiTault  fi-om  Charny,  near  Quebec 
City,  recently  retii'ed  as  a  middle  man- 
ager for  Xerox  Canada  Inc.  "Quebec 
would  be  better  off  on  its  own,"  Peirault 
reasons,  "since  we  could  eliminate"  a 
whole  layer  of  government.  The  Oui  is 
also  backed  by  baby  boomers,  who  fell  in 
love  viith  the  cause  in  the  '60s. 

With  about  40%  of  the  voters  firmly 
committed,  the  outcome  hinges  on  the 
15%'  to  20%  who  remain  imdecided.  Many 
voters,  though  Quebec  nationalists,  are 
concerned  about  the  economic  conse- 
quences of  a  Oui  vote.  That  concern 
should  play  into  the  hands  of  the  feder- 
alists. "Separation  [would  be]  extremely 
expensive  for  Que- 


PRAISING  UNION: 

Secession  could 
be  very  expensive 


EBEC  VOTES  "NON"  BY  A 
NARROW  MARGIN 

.ts  will  declare  a  moral 
tap  up  their  campaign  to 
concessions  from  Canada, 
ably  prepare  for  another 
jm. 


IF  QUEBEC  VOTES  "NON" 
BY  A  STRONG  MARGIN 

The  sovereignty  movement  will  be 
crippled  and  the  issue  shelved  for  a 
decade  or  more,  forcing  Quebec  to 
address  its  economic  problems. 

DATA;  BUSINESS  WEEK 


bee,"    warns  the 
Toronto-based  Do- 
minion Bond  Rating 
Service.  The  new 
counti-y  would  be  bm-dened  by  a  cmshing 
debt  load,  forcing  it  to  get  serious  about 
containing  its  budget  deficit.  Spending 
cuts  would  fiuther  depress  the  anemic 
economy,  where  imemployment  is  already 
10.9%.  Meanwhile,  U.  S.-Quebec  trade- 
worth  .$;34  billion  last  yeai- — would  take  a 
beating  while  Quebec  aj^plied  for  admis- 
sion to  XAFTA. 

Business  is  almost  unanimously  on  the 
Non  side.  "We  would  lose  a  lot  of  busi- 
ness if  this  goes  thi'ough,"  says  Gordon 
Pozer,  who  operates  a  tnacking  company 
with  some  40  employees  in  Saint- 
Georges  de  Beauce,  on  the 
Maine  border.  If  Quebec 
separates,  many  small 
companies  would  leave 
the  province.  Bigger 
gT'oups  such  as  Air 
Canada  might  move 
their  headquarters 
fi-om  Montreal. 
If  Quebeckers  vote 
with  their  heads  on 
Oct.  30,  the  Non  should 
prevail.  But  separatism  is 
also  an  appeal  to  the  heart  of  a  j^eople 
who  feel  they've  never  gotten  then-  due 
in  Canada.  No  one  is  better  than  Lucien 
Bouchai-d  at  invoking  this  romantic  lega- 
cy. If  he  works  his  magic,  the  vote  on 
Canada's  future  could  prove  historic. 
By  William  C.  Symonds  in  Montreal 
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CAN  GEORGE 
CROSS  AN  OCEAN? 

JFK  Jr.'s  new  toy  could  be  the  next  magazine  Hachette  clones 


Since  its  strategy  is  to  spawn  maga- 
zines it  can  clone  worldwide,  it's 
curious  that  French  publisher 
Hachette  Filipacchi  Presse  would  bank- 
roll George.  This  glitzy  new  bimonthly 
on  the  inner  thoughts  and  personal  life- 
styles of  U.  S.  politicians  seems  as 
American  as  a  Martha's  Vineyard  clam- 
bake. Moreover,  many  experts  doubt 
the  George  concept  can  work  even  in 
the  U.  S.  Founder  John  F.  Kennedy  Jr. 
saw  his  idea  rejected  by  several  Amer- 
ican publishers  before  he  turned  to 
France's  largest  magazine  group  last 
summer 

Hachette's  pres- 
ident,  Gerald  de 
Roquemaurel,  ad- 
mits he,  too,  was 
skeptical  at  ftrst.  But 
Kennedy  was  persua- 
sive. Now,  de  Roque- 
maurel is  happy  with 
George's  inaugural  is- 
sue, dated  October, 
which  sold  out  its 
560,000  copies  and  was 
stuffed  with  yuppie  ads 
from  Gucci,  AiTnani,  and 
Guess.  And  tnie  to  Ha- 
chette's core  strategy,  de 
Roquemaurel  may  yet  export  the  con- 
cept, as  it's  doing  with  Elle,  Woman's 
Day,  and  other  titles.  In  Europe  as  in 
the  U.  S.,  explains  de  Roquemaurel, 
"politics  is  based  less  and  less  on  philos- 
ophies, and  more  on  personalities." 
EXPERIMENT.  Besides,  George  won't 
make  oi-  break  Hachette.  The  projected 
cost  of  the  magazine's  launch  approach- 
es $20  million,  hefty  but  still  affordable 
for  a  company  with  sales  of  $1.7  billion. 
Hachette  claims  to  be  the  world's  larg- 
est magazine  publisher,  based  on  num- 
ber of  titles — 1.38 — and  total  circula- 
tion— 680  million. 

Hachette's  high-profile  experiment 
with  George  is  a  sign  of  the  French 
company's  growing  importance  in  the 
U.  S.  market,  where  its  profits  are  so 
strong  they  are  fueling  a  global  drive. 
Just  a  few  years  ago,  though,  Hachette's 
image  was  in  tatters.  To  grow  beyond 
France,  it  paid  a  rich  $712  million  in 
1988  for  the  U.  S.  magazine  empire  of 
Diamandis  Publications:  Woman's  Day, 


Car  &  Driver,  and  photo  and  stereo 
magazines.  Recession  and  the  gulf  war 
quickly  slashed  advertising,  while  heavy 
debt  squeezed  Hachette's  profits.  The 
French  company  tried  to  sell  Woman's 
Day  but  failed,  scaling  advertisers  away 
in  the  process. 


DOMINATE  KEY  CATEGORIES 

Hachette  titles  such  as  Elle, 
Femme,  Road  &  Track,  and 
I  Woman's  Day  are  major  players  in 
their  French  and  U.S.  markets. 

SEEK  OUT  LOCAL  PARTNERS 

Ventures  with  John  Kennedy  Jr. 
{George)  and  financier 
Ron  Perelman  {Premiere)  help 
attract  new  ideas  and  cut  costs. 

ROLL  OUT  TITLES  WORLDWIDE 

Elle  and  Car  &  Driver  now  appear 
in  local  languages  in  Asia  and 
Europe.  Premiere  may  go  global. 

DATA:  BUSINESS  WEEK 

Now,  Hachette's  U.  S.  boss,  David  J. 
Pecker,  has  made  its  American  maga- 
zines Hachette's  crown  jewels.  In  ad 
pages.  Woman's  Day  has  risen  to  the 
top  of  the  "seven  sisters"  of  women's 
magazines.  Elle  has  pulled  out  of  a 
slump.  In  contrast,  Hachette's  French  ti- 
tles—Femme,  Tennis,  Top  Model, 
and  others — currently  suffer  from  an 
ad  recession  at  home.  Analyst  Olivier 
Fevre  of  Nat  West  Sellier  in  Pai-is  thinks 
the  U.  S.  now  produces  two-thirds  of 
Hachette's  profits.  The  pubhsher's  eam- 


ings  hit  $77  million  last  year,  vs 
million  in  1992,  the  year  Hachette 
structured  as  a  joint  venture 
French  partner  Filipacchi  Medias, 

Hachette  hopes  to  boost  profits 
sticking  to  the  cloning  strategy  it 
used  with  Elle,  which  appears  in  se 
ate  editions  in  26  countries  and  17 
guages.  A  South  African  Elle  will  d( 
next  year,  with  Mideast  editions  to 
low.  "It's  a  gi'eat  way  to  spi'ead  ] 
costs,"  says  de  Roquemaurel. 
"DEMYSTIFIES  POLITICS."  Thus,  d 
Drive)'  has  new  etlitions  in  Greece,  B] 
Kong,  and  Spain.  In  China,  where  a' 
ing  middle  class  lacks  practical  worn] 
magazines,  Hachette  has  launched  a 
sion  of  Woman's  Day;  Hong  Kong  iji 
Taiwan  may  come  next.  Clones  con 
local  articles,  as  well  as  pickups  fi 
Palis  or  New  York.  Premiere,  the  enai 
tainment  magazine  Hachette  boubi 
jointly  with  Revli*-: 
Ron  Perelnr 
could   soon  t 
the  global  curio, 
about  Hollywo ' 
dream  factories 
Whether  Ge< 
is  next  in  fort 
kiosks  depends 
the  niche  it  deve  ^ 
in  the  U.  S.  after  ; 
initial  hoopla  fa( 
Judgments  vary.  A 
Andrews,  directoi 
print  buying  at  Co : 
ant  PLC's  Zenith 
dia  Services,  comphii 
there's  "not  a  lot  of  compelling  reji; 
ing."  But  Paula  Brooks,  managing  pij 
ner  for  media  services  at  ad  sf|- 
Margeottes  Fertitta  &  Pailner-s,  defe' 
George  as  an  "interesting"  magazine  t  ) 
"demystifies  politics."  She  bought  < 
space  in  the  fii'st  issue  and  is  bujti 
more.  "There's  some  concern  John  [Ki 
nedy]  will  lose  interest,"  Brooks  sJiTj 
"but  none  that  Hachette  will." 

Indeed,  Hachette  is  dehghted  t«^ 
George's  fii'st  issue  drew  a  fat  170 " 
pages,  and  even  happier  that  is 
No.  2,  due  out  in  December,  already  •■ 
180.  De  Roquemaurel  hopes  George  i) 
continue  the  tradition  of  U.  S.  mai 
zines  spawning  French  copies:  Life  * 
to  Paris  Match,  Time  to  L'Exjyress,  if 
Playboy  to  Lui.  So  far,  he  can't  thinl) 
a  French  name  to  i-eplace  George,  wH 
refers  to  America's  fii'st  President.  () 
vis?  Charlemagne?  Probably  he  nel 
n't  iiish.  Metlia  experts  say  George  W< 
thrive  for  at  least  six  issues  to  pr( 
that  politics  sells. 

By  StewaH  Toy  in  Paris,  with  Ck> 
topher  Poiver  in  New  York 
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The  HP  Color  LaserJet  printer.  The  only  one  that  does  it  all. 


These  days,  it  seems  that  everyone 
(vants  it  all.  Documents  with  terrific 
mpact.  Printed  fast,  dependably  and 


economically.  How  can  you  deliver 
all  that  and  more?  Well,  there  really 
is  only  one  complete  answer  -  the 
HP  Color  LaserJet  printer. 

It  combines  show-stopping  color  with 
the  rich  black  and  white  you  need 
for  yoiu"  day-to-day  business  printing. 
It  prints  a  variety  of  sizes,  from 
standard  to  legal  and  11  x  17  (black 
only).  And  it  produces  multi-page 
documents  from  start  to  finish  faster 
than  other  color  laser  printers.  Of 
course,  it  also  has  everything  you've 


come  to  expect  in  an  HP  LaserJet. 
Industry-leading  software  support. 
HP  LaserJet  compatibility.  Seamless 
integration  in  networking  environ- 
ments. And  unmatched  reliability. 

Better  still,  you  get  all  this  at  the 
lowest  possible  cost  of  ownership. 
In  short,  all  you've  been  looking  for 
is  right  here.  For  print  samples,  call 
1-800-527-3753,  Ext.  1024. 

HP  Color  Printers 

Just  what  you  had  in  mind. 


HEWLETT^ 
PACKARD 


International  Business 


MONEY  PIT?  At  home,  Samsung  face 
steep  labor  costs  and  interest  rates 


SOUTH  KOREA 


SEOUL  YANKS 

THE  CHAEBOLS  LEASH 

A  sudden  policy  shift  could  slow  investment  abroad 


On  Oct.  10,  Queen  Elizabeth  II  and 
Samsung  gi:oup  Chaimian  Lee  Kun- 
Hee  pulled  ceremonial  levers  to  of- 
ficially open  a  $700  million  microwave 
and  PC  monitor  plant  in  Britain.  It  is 
South  Korea's  single  largest  investment 
in  Europe.  Determined  to  become  even 
more  global,  Lee  has  plans  to  invest  $4 
billion  in  China  for  electronics  and  $2 
billion  in  the  U.  S.  to  make  semiconduc- 
tors and  other  products.  All  of  Korea's 
top  fow  chaebol  have  similar  visions  of 
rapid  international  expansion. 

But  something  may  be  happening  on 
the  way  to  globalization.  Also  on  Oct. 
10,  aftei'  years  of  encoiu-aging  the  chaebol 
to  go  international,  the  government  of 
President  Kim  Young  Sam  signaled  a 
sharjD  cliange  of  course.  In  effect,  it  is 
now  tiying  to  slow  the  loish  by  changing 
the  way  the  companies  finance  offshore 
deals.  Some  of  thf  planned  investments 
could  be  stalled  or  postponed  indefinitely. 

The  big  ([uestion  is  why  the  change  of 
heart.  The  official  explanation  was  con- 
cern about  chaebol  boiTO'A  ing  too  much 
money  abroad,  thus  raising  Korea's  $70 
billion  debt.  But  another  reason  seems  to 
be  emerging.  Key  biu*eaucrats  at  the  Fi- 
nance &  Economy  Ministiy  grew  w  >TTied 
that  the  offshoi-e  push  would  hollow  out 
South  Korean  industry  just  wheii  it 
might  be  called  upon  to  play  a  role  in  re- 


unification with  communist  North  Korea. 

The  top  chaebol — Daewoo,  lg  Group, 
Hyimdai,  and  Samsung — had  recently 
announced  plans  to  invest  at  least  $20 
billion  overseas  in  the  next  five  years. 
The  scale  of  these  plans  triggered  fears 
that  a  transfer  of  production  fi'om  Koi-ea 
could  undermine  economic  reunification 
with  the  North.  "We  must  mobilize  all 
our  resources  at  this  time,  so  that  if 
there  is  a  serious  crisis  or  chaos  in 
North  Korea,  we've  got  the  means  to 
deal  with  it,"  says  a  senior  government 
official.  Pyongyang  is  currently  grap- 
pling with  flooding  and  rice  shortages. 

KOREA'S  DIRECT  FOREIGN 
INVESTMENT  SOARS 


■92  '93  '94  '95 

A  BILLIONS  OF  DOLLARS  EST. 
DATA:  BANK  OF  KOREA,  BUSINESS  WEEK  EST 


The  technique  the  government  is  i 
ing  to  slow  down  investment  is  to  i 
quire  all  South  Korean  companies  ma 
ing  investments  of  $100  miUion  or  mo 
to  obtain  at  least  20%  of  the  capil 
from  inside  Korea.  Because  intere 
rates  in  Korea  are  around  12%,  the  n 
effect  is  to  make  it  more  difficult,  a: 
expensive,  to  raise  capital.  Some  inve 
tors  applaud  the  move.  "It  will  help  t 
companies'  financial  health,"  says  John 
Lee,  lead  portfolio  manager  for  the 
million  Korea  Fund.  "Already,  Korei 
companies  are  highly  leveraged." 

But  coiporate  cliieftains  ai'en't  bu; 
it.  They  say  they  must  establish  glo' 
presences  as  quickly  as  possible  to 
main  competitive.  "Without  global 
tion  of  our  operations,  we  cannot  gr( 
as  much  as  we  would  like,"  says 
Young-Jun,  executive  vice-president 
LG  Electronics,  which  just  acquired 
57%>  stake  in  Zenith  Electronics  Co: 
DAEWOO  WOES?  The  need  to  go  gloi 
stems  from  an  increase  in  costs  insii 
Korea,  particularly  for  labor.  "We  cai 
do  business  anymore  in  Korea,"  sa; 
Hyundai  group  Chairman  Chung  S 
Yimg,  who  in  eai'ly  October  annoimced 
$4.5  billion  plan  to  invest  overseas. 

Which  foreign  investments  will  pr 
ceed?  Analysts  say  companies  such  ; 
Samsung  Electronics  and  Hyimdai  Ele 
tronics  Industries,  with  massive  cas 
flows  ft'om  semiconductor  sales,  shou 
have  no  ilifficulty  financing  their  $1 
billion  semiconductor  plants  in  Tex< 
and  Oregon,  respectively.  L(;  Electronic 
for  its  $350  million  investment  in  Zenit 
is  tapping  the  reserves  of  its  lg  Sem 
con  unit  for  $70  million.  The  rest  will  I 
raised  in  Hong  Kong's  stock  market 

Daewoo  could  face  the  gi-eatest  difi 
culties  because  its  plans  are  the  moi 
ambitious.  It  wants  to  build  1  millio 
cai's  by  2000  in  countries  including  Indi; 
China,  Poland,  and  Uzbekistan.  Two  m; 
jor  projects  on  the  table:  the  takeover  ( 
a  car  plant  and  a  tinck  plant  in  Polan( 
each  for  $1  billion.  It  is  competin 
against  General  Motors  for  one  of  then 

Daewoo  executives  are  tight-lippe 
about  how  they  will  respond  to  the  go\ 
ernment's  new  policy.  But  it's  possibl| 
chaebol  executives  will  resort  to  moi' 
offshore  fund-raising  techniques  to  cii 
cumvent  government  control.  Tliat  coul 
deepen  the  conflict  with  elite  bureai 
crats  over  just  how  far  economic  libera 
ization  can  proceed  at  a  time  when  th 
prospect  of  a  North  Korean  meltdow 
seems  to  be  gi'owing. 

By  Laxmi  Nakarmi  in  Seou 


Today,  the  air  crackles 
with  a  new  appetite  for  knowledge. 


Questions  are  being  asked 


Today,  the  empty  space  is  filled 
with  information. 

Feeding  our  hunger. 


-NETCOM  1 


Setti  ng  us  free 


There  is  a  new  force  in  rhe  world.  It  is  at  once  informational  and 
relational,  social  and  commercial,  scientific  and  political. 
It  is  the  Internet. 

And  the  changes  being  ushered  in  are  as  vast  as  the  medium  itself. 
For  all  of  us,  the  implications  are  clear:  To  be  a  part  of  tomorrow's 
community,  you  must  be  a  part  of  the  Internet  today. 
At  NETCOM,  we  make  that  easy 

With  nationwide  direct  access,  software  tools  and  customer  support. 
Not  to  mention  over  seven  years  of  industry-leading  experience. 

Which  means  that  we  can  put  the  boundless  potential  of  the 
Internet  to  work  in  every  corner  of  your  life. 

Removing  all  limits  to  how  much  you  can  achieve. 

And  how  far  you  can  go. 


©  1995  NETCOM,  Inc.  NerCruijcr  is  a  regisicred  indcmark  of  NETCOM  On-Line  Communic 
Fur  mure  information,  e-mail  Info@Netcom.com.  or  visit  our  Web  site  at  httpL//www-nctcom  com 
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International  Business 


BRAZIL 


WHAT  HAPPENED  IN  MEXICO... 
COULD  NEVER  HAPPEN  IN  BRAZIL' 

A  talk  with  President  Fernando  Henrique  Cardoso 


Brazil's  dizzy  inflation  has  slowed 
to  less  than  1%  a  month,  and 
gross  domestic  prodiict  is  grow- 
ing at  around  5%  this  year  under  the 
anti- inflationary  Real  Plan  launched 
in  1991^  by  then-Finance  Minister  Fer- 
nando Henrique  Cardoso.  Its  success 
helped  Cardoso  win  election  as  Brazil's 
President  last  fall.  Now,  he  is  carrying 
out  an  even  harder  task:  mobilizing 
support  for  deeper  free-market  and  so- 
cial reforms — in  a  diverse 
nation  of  160  million  and 
an  often-fractious  Con- 
gress. In  his  office  in 
Brasilia  on  Oct.  13,  Cardo- 
so discussed  his  leadership 
style  and  why  he  thinks 
Brazil's  reforms  are  un- 
stoppable, in  an  interview 
with  BUSINESS  week's  Sdo 
Paulo  correspondent,  Ian 
Katz. 

Q:  Hoiv  do  you  convina 
the  skeptics,  particular  I  ii 
since  Mexico's  crisis,  the' 
Brazil  will  push  ahew 
with  reforms? 
A:  We  are  making  all  our 
changes  within  a  demo- 
cratic system  in  a  very 
open  way.  What  happened 
in  Mexico — where  people  didn't  know 
the  real  state  of  the  economy — could 
never  happen  in  Brazil.  Here,  every- 
body knows  everything:  The  press  is 
very  active,  business  groups  are 
strong,  and  the  Congi-ess  analyzes.  The 
reform  process  is  irreversible  because 
the  population  accepted  this  new  way 
of  doing  things.  There  are  not  only  a 
lot  of  economic  differences  between  us 
and  Me.xico  but  our  societies  are  also 
very  different  in  political  culture  and 
decision-making.  There  are  no  secrets 
in  Brazil. 

Q:  Has  your  experience  as  a  sociolo- 
gist and  teacher  at  Am.erican  univer- 


sities shaped  how  you  do  your  job? 
A:  The  most  important  decision  I  made 
as  Finance  Minister  was  to  explain  the 
stabilization  program  to  the  country. 
That's  because  I'm  a  sociologist,  not 
an  economist.  Until  lately,  all  decisions 
were  made  technocratically.  In  a  dem- 
ocratic society,  a  leader  has  to  motivate 
the  people  and  explain. 

When  I  first  went  to  the  U.  S.  more 
than  30  years  ago,  I  realized  that  Bra- 


things  passed,  but  I  have  to  particip 
actively  and  use  consensus  to  pi 
things. 

Q:  How  does  your  style  compare  u 
other  Latin  American  leaders'? 
A:  [Peruvian  President  Alberto]  Fi 
mori  is  more  charismatic:  He  sir 
with  the  flag.  That  works  symbolic; 
because  nowadays  a  President  has 
have  a  symboHc  role,  too.  [Argent 
President  Carlos]  Menem  is  differe 
He  allows  [Economy  Minister  Dom 
go]  Cavallo  a  lot  of  presence — as 
Menem  handled  the  politics  and  ( 
vallo  the  administration  of  the  ecoi 
my,  even  though  Menem  is  in  char 
There's  nobody  here  like  Cavallo.  1 


not  much  of  a  detailist,  but 
hands-off,  either 


I'm  I 


CLOWNING  WITH  THE  BOYS:  Cardoso's  pushing  for  better  schools 


zil  was  an  American-like  country.  I 
was  surprised  because  I  felt  close  to 
Sao  Paulo  in  New  York.  The  Brazil- 
ian state,  with  its  former  empire  and 
bureaucracy,  is  maybe  more  European. 
But  the  society — the  grassroots  move- 
ments, the  tendency  to  decentralize, 
and  a  certain  individualism — is  more 
American. 

Q:  How  do  you  get  reforms  enacted? 
A:  The  Congress  is  fragmented,  and 
each  party  is  fragmented.  The  differ- 
ence between  President  Clinton  and 
me  is  that  he  has  an  organized  major- 
ity against  him  and  I  have  a  disorga- 
nized majority  in  favor.  I  can  get 


Q:  What  are  the  biggest 
maining  obstacles  to  mc 
ing  reforms  ? 
A:  Some  sectors  of  sta 
run  companies:  They  ha 
an  antiquated  view  of  Bi 
zil  as  an  autocracy.  A 
the  traditional  client 
ism — people  who  depe 
on  the  state.  It's  not  a  le 
right  issue.  These  are  c 
tural  obstacles.  The  bi|, 
of  business  is  backing  t 
reforms.  Union  leaders 
divided  but  are  moviL 
ahead.  The  Church  is 
vided  because  of  ideoloimeij 
cal  perceptions.  In  Co 
gress,  some  people 
against  us,  but  they're  n 
proposing  alternativ( 
Without  alternatives,  i 
difficult  to  support  the  status  quo. 


Q:  What  are  you  doing  to  nam 
Brazil's  huge  gap  between  the  rich  ai 
the  poor? 
A:  The  Real  Plan  has  brought  abo 
the  greatest  income  redistribution 
stopped  the  "inflation  tax."  Consum 
tion  has  increased  a  lot.  Improving  e 
ucation  is  another  instrument  for  re 
tribution,  but  it  takes  10  years 
technology,  the  private  sector  is  i: 
vesting  more  than  $1  billion  [ovi 
tkree  years]  thanks  to  incentives  [su( 
as  tax  breaks  for  plant  upgrades].  In 
year,  all  you  can  do  is  what 
done— change  course. 


President  Clinton  "has  an  organized  majority  against 
him,  and  I  have  a  disorganized  majority  in  favor" 


Private  Debt  Financing 
For  a  Heavy  Equipment 
Credit  Company 


( We  Knew  Exactly  Where  To  Dig) 

he  unique  requirements  of  this  company  made  uncovering  sources 
:apital  difficult  for  some  financial  institutions.  Our  knowledge  of  the 
stitutional  market  enabled  us  to  design  a  customized  private  144 A 
nedium-term  note  program  that  was  well  received  in  the  market. 
We  use  creative  solutions  to  move  mountains. 


Ow  client  had  the  benefit  of  a  team  of 
specialists  in  relationship  management, 
capital  raising  and  distribution. 
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WALESA  MAY  FINALLY 

HAVE  WORN  OUT  HIS  WELCOME 


Poland  without  Lech  Walesa  as  President?  It's  hard  to 
imagine.  The  electrician  who  led  the  Solidarity  trade  un- 
ion against  the  connnfiunists  has  been  a  constant,  if  conti'o- 
versial,  fixture  in  Polish  politics  for  15  years.  But  with  the 
fti'st  round  of  presidential  elections  slated  for  Nov.  5,  he 
could  get  the  boot. 

While  Walesa  remains  a  powerful  symbol  to  outsiders, 
many  Poles  think  he  has  overstayed  his  time.  They  have 
gi'own  weary  of  his  incessant  gi-andstanding  and  infighting, 
which  disnipts  government.  His  shrill  anti- 
communist  message  makes  it  hard  for  the 
country  to  bury  its  troubled  past  and  edge 
itself  toward  a  more  secure  political  and  ec- 
onomic footing.  "Poland  needs  some  fresh 
blood,"  says  Jerzy  Wilkin,  an  economist  at 
Warsaw  University. 

BEST  ASSET?  The  immediate  problem  for 
Walesa  is  that,  unless  someone  wins  51%  of 
the  vote,  only  two  of  the  17  candidates  will 
survive  the  fiii'st  round,  and  he  may  not  be 
one  of  them.  The  main  leftist  candidate,  AJek- 
sander  Kwasniewski,  paity  cliief  of  the  mling 

Democratic  Left  Alliance  (sld),  a  gi'oup  of  POWERFUL  SYMBOL:  But  .shnll 
fonner  communists  and  other  leftists,  seems 
certain  to  get  through.  Walesa  also  faces  challenges  from 
Hanjia  GronMewicz- Waltz,  president  of  the  central  bank  and  a 
vocal  Catholic;  Jacek  Kuron,  one  of  the  most  popular  folk 
heroes  of  the  Solidarity  revolution;  and  civil  rights  ombudsman 
Tadeusz  Zielinski.  Walesa  is  particularly  wonied  about  Gron- 
kiewicz- Waltz,  whom  he  appointed  to  the  bank.  He  has  recent- 
ly resorted  to  calling  her  a  "hyena"  and  other  names.  She 
counters  that  Walesa  uses  people  and  then  tlirows  them  away. 

Ironically,  Walesa's  best  asset  may  be  fear  of  Kwasniewski, 
an  articulate  41-year-old  who  served  as  a  junior  minister 
under  the  communists.  Kwasniewski  has  done  a  creditable  job 
as  leader  of  the  largest  parliamentaiy  bloc  and  thus  as  one  of 
Poland's  key  powerbi'okers.  Tlie  smooth  politician,  who  fancies 


himself  a  young,  charismatic  leader  in  the  John  F.  Kenm 
mold,  proved  his  reform  credentials  by  suppoiling  Wales; 
dumping  the  foot-dragging  Prime  Minister  Waldemar  Paw 
last  spring.  He  also  helped  kick-start  the  long-delayed  ni 
privatization  progi'am.  Such  moves  have  foreign  investment 
the  rise,  and  Poland's  gi'oss  domestic  product  gi'owth  this  y 
could  hit  6% — tops  in  Europe.  By  contrast,  Walesa,  hopinj. 
win  some  votes,  recently  vetoed  a  pension  reform  plan  t| 
would  have  saved  the  ti-easury  $2  biUion. 

MASS  APPEAL.  But  many  Poles  still  wo 
about  turning  over  too  much  power  to 
former  communists.  Investors,  too,  could 
the  jitters  if  Kwasniewski  wins.  The  Cati- 
lie  church,  which  claims  90%  of  Polesiii 
whipping  up  fears  of  a  return  to  the  Dl 
Ages.  Bishops  are  issuing  dire  warnings 
to  vote  for  ex-communists.  Walesa  has  b 
placing  along,  ostentatiously  attending  mi 
es  around  the  countiy.  In  such  an  atir] 
phere,  Walesa,  instating  as  he  may  be,  lo 
to  be  the  best  protection.  That  is  probaj 
why  he  has  edged  ahead  of  his  rivals 
the  center-right  in  recent  polls. 

If  the  final  vote,  to  be  held  on  Nov. 
boils  down  to  a  Kwasniewski- Walesa  fight,  thei'e  could  be 
fortunate  consecjuences  for  Poland.  Such  a  pairing  is  likeljl 
generate  the  rawest  of  emotions  at  a  tiine  when  the  coun 
would  be  better  off  minimizing  the  old  conflicts.  Some 
Walesa's  rivals,  such  as  Kuron  or  Gronkiewicz-Waltz,  hi 
the  clout  and  flexibility  to  broker  deals  between  the  desc 
dants  of  Solidarity  and  their  communist  adversaries.  Wal 
was  the  right  man  to  lead  the  dismantling  of  communism 
he  stays  on,  he'll  have  to  either  develop  the  more  sul 
skills  requii-ed  in  the  late  1990s  or  risk  undoing  what  he 
achieved. 

By  Karen  Bounty  Miller  in  Bo 
with  Peggy  Simpson  i)i  Wan 


GLOBAL  WRAPUP 


FRANCE:  MORE  BAP  NEWS 

►  The  troubles  of  French  President 
Jacques  Chirac  are  deepening.  As  ter- 
rorists— probably  from  Algeria — ex- 
ploded the  eighth  bomb  since  July  in 
a  Paris  subway  on  Oct.  17,  a  new  cor- 
ruption probe  threatened  the  job  of 
Economics  Minister  Jean  Arthuis. 
Named  less  than  two  months  ago  to 
succeed  Alain  Madelin,  who  was  fired 
for  preaching  fiscal  rigor,  Arthuis  is 
suspected  of  illegally  funding  his 
small  center-right  party.  Meanwhile, 
France's  economy  is  slowing.  Tax  rev- 


enues, the  bourse,  and  the  franc  are 
falling.  So  is  the  approval  rating  of 
Prime  Minister  Alain  Juppe — now 
just  32%.  Chirac,  in  power  since  May, 
may  be  pressured  to  dump  Juppe  and 
make  a  fresh  start. 

WESTINGHOUSE  SEniES 

►  After  an  acrimonious  seven-year  le- 
gal battle  over  a  stalled  nuclear  plant, 
Westinghouse  Electric  is  paying  the 
government  of  the  Philippines  $100 
million  in  cash  and  equipment  to  set- 
tle the  dispute.  But  the  chief  benefi- 
ciary of  Westinghouse's  deal  is  a  com- 


petitor, Mitsubishi  Heavy  Industries 
The  Filipinos  had  barred  Mitsubishi 
from  a  separate  $1.4  billion  power 
contract  because  of  the  company's  U(| 
of  Westinghouse-licensed  technologj 
So  Mitsubishi  pressed  Westinghouse' 
to  end  its  fight.  Now  Mitsubishi  is 
likely  to  reel  in  the  power  contract 
while  Westinghouse  takes  a  hit. 

The  deal  in  Manila  clears  a  cloud 
from  Westinghouse.  And  it  positions] 
Westinghouse's  power  generation  ur| 
for  possible  sale,  as  the  company  rai 
es  cash  for  the  $5  billion  CBS  buyout.| 
A  possible  buyer?  Mitsubishi. 


Now  the  hardest  thing 
ibout  shipping  is  mastering  the  complexities 

ofthe(loul)le(li(l(. 


Introducing  FedEx  Skip; 

tlie  revolutionary  new  desk- 
top skipping  software  from 
I'llEx.  Now  witk  FedEx  Skip,  you  can  kandle 
rlually  any  aspect  of  skipping  a  package  witk 
iX  a  few  ckcks  of  your  mouse. 
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Slim)  Binif.ci[ 


Using  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skipping 
lakels  and  prints  tkem  on 


your  own  laser 
printer.  Maintains  a  data 
kase  of  your  customers.  Sckedules  pickups, 
tracks  and  confirms  delivery  of  your  packages. 
AU  faster  and  easier  tkan  ever  kefore.  Witkout  so 


muck  as  picking  up  tke  pkone 


FedEx 


hip. 


Once  you  get  tke  doukle  click  down,  it's  a 
wkole  new  way  of  skipping  packages.  For  a 
free  copy  of  FedEx  Skip  software  for  Windows' ' 
or  Macintosk,  just  call  1-800-GO-FEDEX*  or 
download  at  kttp://www.fedex.com. 


Federal  Express 

Our  Most  Important  Package  Is  Yours' 


JUST    POINT.  CLICK   AND  SHIP. 


"ederai  Express  Coqwration.    WinJows  is  a  traJemark  of  Mii;n>«>ft  Corp.    MatinlosK  is  a  registereJ  tiaJemarii  of  Apple  Computer,  Inc.    TiJI).  I  -6()0-238-44<l  I 


What  If  You'd  Had  A  Tip 
o  Bet  It  All  On  Secretariat? 


he  Kentucky  Derby.  The  Preakness.  The  Belmont  Stakes.  The  first  horse 


25  years  to  sweep  the  Triple  Crown.  If  you'd  only  known.  Well,  know 


ils:   Advanced   Micro   Devices   is  the  world's   second-largest   producer  of 


-croprocessors.  For  26  years,  we've  delivered  premium  performance 


■ithout  a  premium  price.  And  now  AMD  is  launching  the  next  generation 


86  Superscalar"    m  A^J^^^  family  of  Microsoft  Windows"  compatible  micro- 


'ocessors.  This  technology  will  dramatically  change  the  nature  of  competition 


the  PC  industry.  Innovation  like  that  could  bring  you  quite  a  payoff. 


it's  a  good  idea.  If  it  makes  a  difference.   Run  with  it. 


AMD 


Run  with  it. 


1-800-222-9323    Internet:  http://www.amd.com 


d  Micro  Devices,  Inc.  AMD  and  the  AMD  logo  are  registered  trademarks  of  Advanced  Micro  Devices,  Inc.  AH  other  names  are  prope.'ty  of  tfieir 
Grayson  Jockey  Club  Research  Foundation  by  Curtis  Management  Group.  Indianapolis.  IN 
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CYBERSPACE 


WELCOME  TO 

THE  WORLD  WIDE  LAB 

By  providing  instant  access  to  data,  the  Web  is  changing  how  research  is  done  and  shared 


Dr.  Ingi'id  E.  Akerblom's  research 
at  Incyte  Pharmaceuticals  Inc. 
could  be  ciucial  to  developing  a 
new  generation  of  superior  medi- 
cines. But  this  biologist  never  peers  into 
a  microscope,  squints  at  a  lab  rat,  or 
draws  blood  from  a  wincing  patient. 

Rather,  Akerblom  sits  at  a  computer 
all  day,  analyzing  genetic  information 
that  will  be  part  of  a  giant  database 
progi'am  linked  to  infomiation  sources 
around  the  globe.  Her  job  is  to  make 
those  data  sing.  With  a  few  mouse 
clicks,  she  can  zip  fi'om  her  Palo  Alto 
(Calif.)  headquarters  to  Switzerland, 
Washington,  and  St.  Louis,  amassing 
clues  about  disease  pathology,  for  ex- 
ample, that  just  a  few  years  ago  would 
have  taken  months  to  harvest  from  tra- 
ditional biology  expeiiments  and  days  to 
cross-check  in  the  bowels  of  a  libraiy. 

Although  she  is  glued  to  a  powerful 
workstation,  Akerblom  bears  little  re- 
semblance to  the  "digital  scientists"  who 
diive  the  world's  fastest  supercomputers 
to  model  cosmic  stiing  theoiy  and  other 
exotica.  While  these  pioneers  rule  the 
theoretical  reaches,  Akerblom  is  part  of 
a  more  grassroots  phenomenon:  scien- 
tists using  the  ever  expanding  gi-aphical 
and  software  links  of  the  World  Wide 
Web  as  a  new  way  to  do  science. 

The  potential  of  the  Web,  created  by 
physicists  less  than  five  years  ago  to 
speed  navigation  of  the  global  Internet, 
is  tantalizing  scientists  of  nearly  every 
persuasion  and  changing  the  way  they 
run  experiments,  compare  data,  and 
publish  papers.  It's  also  leveling  scientif- 
ic hierarchies  by  giving  researchers 
around  the  planet  access  to  the  most 
advanced  scientific  tools  and  databases. 
The  Net  may  not  be  ready  for  prime- 
time  commerce,  as  recent  security 
breaches  suggest.  But  it  is  becoming  a 
smprisingly  poweiful  platfomn  for  scien- 
tific discovery.  Says  San  Diego  Super- 
computer Center  computational  ecolo- 
gist  Richard  Marciano:  "The  scope  and 
magnitude  of  problems  being  tackled  is 
at  a  level  never  reached  before." 
Incyte's  crown  jewel  is  Lifeseq — a  pro- 


GENE-CRUNCHING:  Web  links  give  Akerblom  data  from  St.  Louis  to  Switzerlam 


prietary  database  holding  tens  of  thou- 
sands of  gene  sequences  extracted  fi-om 
tissue  libraries.  Trouble  is,  each  sequence 
is  just  a  long  stream  of  raw  genetic 
code — alphabet  soup,  to  the  naked  eye. 
Incyte  and  its  pharmaceutical  partners, 
including  Upjohn,  Novo  Nordisk,  Pfizer, 
and  Hoechst,  seek  answers  to  specific 
questions,  such  as  which  genes  are 
turned  on  in  cancer,  or  what  effect  a 
cheinical  has  on  genes  linked  to  aithiitis. 
NATURE'S  CODE.  To  create  signposts, 
Akerblom  and  other  Incyte  researchers 
"annotate"  gene  data  as  they  arrive 
and  use  html  (hyijertext  markup  lan- 
guage)— the  link-building  programming 
language  of  the  Web.  By  using  the  Net- 
scape Communications  Corp.  Web  brows- 
er, scientists  can  explore  connections, 
say,  between  Usts  of  genes  functioning  in 
healthy  vs.  diseased  tissue.  And  they 
can  step  seamlessly  from  Incyte's  pri- 
vate domain  to  public  databases.  The 


possibihties  that  open  up,  Akerbl 
says,  "have  blown  my  scientific  mind 
The  exponential  increase  in  data  fr 
the  Human  Genome  Project  is  one  fo 
dnving  biology  to  the  forefi'ont  of  W 
based  science.  DNA  is  as  close  as  nati 
gets  to  pure  software  code  and  is  re< 
ly  adapted  to  computer  analysis.  A 
result,  experimental  biology  has  evoh 
from  in  vitro  and  in  vivo  to  "in  sili( 
GenBank,  a  pubhc,  Bethesda  (Md.)-ba 
gene  repository,  lets  Web-wise  scienti 
compare  new  sequence  data  agains 
huge  database.  The  number  of  "intelJ 
tual  queries"  from  the  Web  has  soa 
from  zero  in  1992  to  12,500  a  day  n 
Earlier  this  year,  i-esearchers  using  t 
query  approach  to  study  the  so-cal 
ataxia  gene  were  thrilled  to  uncove 
similar  gene  in  yeast — one  that  has  b 
studied  extensively.  That  provided  hi 
to  the  human  gene's  function.  In  a  ir 
ter  of  seconds,  says  GenBank  Direc 


A  36-MONTH  LEASE 
:OULD  BE  A  TERRIFIC  DEAL... 

IF  IT  WEREIFT 
FOR  THOSE  LAST 
12  MONTHS. 


A  36-month  lease  could  be  a  real  bargain  for  the  first  24 
montfis.  However,  those  last  12  months  can  bring  unexpected 
costs  that  may  turn  a  bargain  into  a  burden. 

A  24-moiirii  Red  Caipel  Lecoe  can  protect  you  from 
unexpected  costs.  Drive  15,000  miles  a  year  with 
a  24-month  Red  Carpet  Lease  from  Ford  Credit  and 
you'll  enjoy  warranty  protection  and  Emergency 
Roadside  Assistance  throughout  your  lease.  Drive  the 
same  distance  annually  with  a  36-month  lease  and 
your  36,000-mile  warranty*  will  run  out  seven  months 
before  your  lease  does. 

Enjoy  a  generous  mileage  allowance  with  a 
Red  Carpet  Lease.  Many  competitors'  36-month  leases 
allow  only  12,000  miles  a  year — then  charge  typically 
15  cents  for  every  extra  mile.  Drive  15,000  miles  a  year 
and  you'll  pay  an  extra  $1,350  at  the  end  of  your  lease. 
A  standard  Red  Carpet  Lease  allows  you  15,000  miles  a 
year  and  lets  you  purchase  even  more  up  front  at  only  8 
cents  a  mile.  At  lease  end,  you'll  receive  a  full  refund  for 
extra  miles  over  $1 .00  that  you  paid  for  but  didn't  use. 

Why  pay  to  repair  a  used  vehicle  when  you  could 
be  driving  a  new  one?  After  30,000  miles  you  may 
have  to  start  making  routine  replacement  of  wear  items 
such  OS  brakes  and  tires.  With  a  24-month  Red  Carpet 
Lease,  you'll  be  into  a  new  vehicle  by  then. 


No  return  lees  with  a  Red  Carpet  Lease. 

Some  competitors'  leases  require  you  to  pay  several 


Red 
Carpet 
Lease 


LINCOLN 


Mercury 


hundred  dollars  just  to  return  the  vehicle  at  the  conclusion  of 
your  lease.  A  Red  Carpet  Lease  has  no  such  fees. 

A  Red  Carpet  Lease  won't  trap  you  into  buying  a 
3-year-old  vehicle.  At  lease  end,  the  unexpected  costs 
of  a  36-month  lease  can  be  so  great  that  the  only  way 
out  may  be  to  finance  what  is  now  a  three-year-old  vehicle 
with  no  warranty.  You  will  pay  more  for  a  36-month 
lease  than  you  will  for  a  24-month  lease.  It's  simple 
arithmetic. 

A  Red  Carpet  Lease  gives  you  options  instead  of 
obligations.  At  the  conclusion  of  your  Red  Carpet  Lease 
after  fulfilling  your  lease  obligation,  you  can  (1)  return  the 
vehicle  and  lease  a  new  one,**  (2)  purchase  the  vehicle 
at  a  predetermined  price  and  keep  it  or  (3)  return  the  vehicle 
and  walk  away. 

A  24>monlh  Red  Carpet  Lease  has  clear  achrantoges. 

As  you  can  see,  a  36-month  lease  with  "low"  payments 
may  be  too  good  to  be  true.  When  you  look  at  the 
actual  cost  of  driving,  a  24-month  Red  Carpet  Lease  is 
a  genuine  value. 

FcMd  Credit  Red  Carpet  Leases  rank  first  in  customer 
scrtisfadion  two  years  running.  In  '94  and  '95,  CNW 

Marketing/Research  found  that  people  with  24-month  Ford 
Credit  Red  Carpet  Leases  have  the  highest  level 
of  satisfaction.  That  could  explain  why  Ford 
Motor  Company  leases  more  vehicles  than  any 
other  manufacturer.*** 


For  a  FREE  copy  of  Leasing  Made  Easy  caW  1-800- LEASE -11. 

*  60%  ohhe  mafornameplates  offer  36-month/36,000-mile  basic  warranty  or  less  (Source  The  Car  Book  1995),  **Subiect  to  lease  approval  by  ford  Credit  "*Source  R.iPoik  rr\anufacturer  sponsored  leases  calendar  year  1994. 
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David  Lipman,  the  Web 
lets  scientists  "make  dis- 
coveries that  nobody 
who  created  the  data- 
bases ever  ch'eamed  of." 

Physicists,  who  have 
sti'ong  stomachs  for  the 
arcane  codes  of  the 
Internet,  were  among 
the  first  to  ciiiise  data- 
bases and  pubhc  serv- 
ers. They  set  up  the 
fu'st  "pre-print  sei-vers" 
to  make  scientific  pajjers 
available  long  before 
they  are  physically  pub- 
lished— a  trend  that's 
now  spreading  to  other 
disciplines.  And  physi- 
cist Phihp  Beniers-Lee 
invented  the  Web  and 

HTML. 

At  first,  researchers 
at  the  Stanford  Linear 
Accelerator  Center 
(SLAC)  in  Menlo  Park, 
Calif.,  and  elsewhere  used  Web  pages 
for  "housekeeping"  chores,  such  as  main- 
taining phone  directories.  Then  some  be- 
gan putting  up  theii'  workbooks,  giving 
other  high-energy  physicists  abnost  real- 
time access  to  notes  on  cutting-edge 
experiments. 

BAY  WATCH.  When  scientists  in  other 
fields  saw  how  easy  it  was  to  navigate 
databases  using  html,  lightbulbs  went 
on.  At  the  San  Diego  Supercomputer 
Center,  for  example,  ecologist  Mai'ciano  is 
dusting  off  20  years  of  Landsat  data  sit- 
ting in  tape  reels  and  getting  them  Web- 
ready  so  reseai'chers  gi-appling  with  glo- 
bal warming,  land-use  patterns,  or 
water-storage  problems  will  be  able  to 
analyze  measurements  over  time. 

Another  effort,  the  "San  Diego  Bay 
Project,"  is  linking  dis- 
parate databases  full  of 
measurements  on  sedi- 
ment chemistry,  bird 
species,  and  vegetation 
gi'owth.  Using  new  soft- 
ware tools  such  as  Vir- 
tual Reality  Modeling 
Language,  researchers 
will  be  able  to  move 
through  3-D  represen- 
tations of  these  data. 

Such  powers  have  at- 
tracted major  scientific 
journals,  viilually  all  of 
which  have  gone  online 
or  are  thinking  about  it. 
Neither  the  review 
boards  nor  most  readers 
are  in  a  huny  to  weak- 
en the  peer  review  pro- 


How 
Scientists 
Are  Working 
the  Web 


REMOTE  CONTROL 

Scientists  could  one  day 
"drive"  IBM's  scanning  tun- 
neling microscopes  remotely 
to  build  atomic  landscapes. 
But  technicians  would  still 
load  samples  by  hand 


COMMUNICATIONS 

Organic  chemist  Henry  Rzepa 
and  Britain's  Royal  Society  of 
Chemistry  collaborate  in  elec- 
tronic publishing  experiments 
to  bring  3-D  renderings  of 
molecules  to  life 


cess.  But  scientists  on 
the  Web  get  used  to  in- 
stant communication. 

One  effect  may  be  to 
breathe  new  life  into 
disciplines  such  as  ar- 
chaeology. By  its  very 
natiu'e,  explains  Michael 
P.  Heywoith,  deputy  di- 
rector of  the  Coimcil  for 
British  Ai'chaeology,  re- 
search in  this  field  is 
destructive:  Sites  can 
only  be  dug  up  once. 
By  next  August,  how- 
ever, the  council  hopes 
to  have  a  new  journal 
on  the  Web  that  will 
display  measurements 
and  images  and  allow 
readers  to  review  sites 
from  the  angle  of  their 
choice.  Heywoith  hopes 
readers  of  the  Web 
journal  will  be  able 
to  simulate  a  walk 
through,  say,  Stonehenge  on  a  midsum- 
mer's day,  showing  the  sim  and  shadows 
from  the  astronomically  coiTect  angles. 

And  since  cyberspace  is  not  bound  by 
physical  page  lengths,  sci- 
entists can  put  up  their 
complete  data  so  colleagues 
can  perfoiTn  theii'  own  anal- 
yses. These  data  are  nei- 
ther better  nor  wor'se  in 
quality  than  they  liave  ever 
been.  They're  simply  easi- 
er to  obtain.  Says  organic 
chemist  Henry  Rzepa  of 
London's  Imperial  College 
of  Science,  Technology  & 
Medicine:  "We're  tiying  to  strip  off  the 
giime"  of  misinteipretation  that  can  oc- 
cur when  data  ai'e  mai-shalled  to  sup- 
port a  theoiy.  CoOabo- 
ration  also  takes  on 
new  resonance.  Rzepa 
recently    hosted  a 
chemistry  "confer- 
ence" exclusively  on 
the   Web,  including 
presentations,  papers, 
and  discussions — at  al- 
most no  cost. 

Such  efficiencies 
are  critical  in  a  time 
of  shrinking  budgets. 
More  and  more  con- 
ferences include  an 
electronic  repository 
for  the  pounds  of 
written  materials  and 
papers  scientists  used 
to  collect  and  lug 
around.    And    if  a 


meeting  is  hot,  says  Marciano,  "discussi 
lives  on  long  after  the  meeting."  ^ 
Even  bigger  cost-savers  may  | 
ahead.  Last  Mai'ch,  a  group  of  fusion  s  I 
entists  joined  a  novel  exjieiiment  at  M  ■ 
sachusetts  Institute  of  Technology.  Th 
sat  well  beyond  the  requisite  7()-foot  sa  ^ 
ty  distance  from  mit's  Tokamak  magn 
ic-chamber  plasma  device — 3,000  mi  W 
beyond  it,  in  fact,  since  they  operat  L 
the  Tokamak  remotely  from  CaUfomi; 
PLASMA    DONATION.    For    12  hou 
Lawi-ence  Livermore  National  Laboi 
tory  scientists  controlled  plasma  buri 
in  the  $30  million  Tokamak  over  t 
Internet,  while  watching  the  results  a  , 
swapping  ideas  thi-ough  live  audio  a 
video  feeds.  Scientists  ai'e  studying  W< 
based  interfaces  for  similar  experimer  ^ 
And  since  most  major  labs  are  faci 
dire  budget  cuts,  such  collaborations  v 
likely  be  used  to  stretch  scarce  fundi] 
says  Ian  Hutchinson,  director  of  the  j 
cator  Fusion  Project  at  mit's  Plasma  I  \ 
sion  Center.  In  theory,  nothing  woi 
prevent  sites  around  the  countiy  fr(l\ 
simultaneously  vievring  a  fusion  expe 
ment  and  taldng  tui'ns  "driving"  it. 
entists  could  share  other  resoiu'ces,  si 
as  accelerators  and  radio  telescopes. 

Scientists  fs 
some  of  the  sai 
hurdles  as  buj 
ness  executi\ 
who  embrace 
Web,  such  a.s  si 
access  times  a 
vulnerability 
coiTuption  or  sill 
otage.  Maintain] 
databases  is  ai 
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NEW  VIEWS 

Projects  in  chemistry,  physics, 
and  medicine  exploit  the  Web's 
dazzling  3-D  graphics.  The 
National  Library  of  Medicine 
sponsored  digital  training  videos 
linked  to  these  icons  expensive,  so 

best  ones  are  often  overloaded. 

What's  more,  the  sociology  of  sciei 
is  changing.  "Access  is  no  longer  a  fli 
tion  of  where  you  are  or  what  your  , 
ciUties  are,"  says  Bebo  White,  the  "Wi'''^^ 
master"  at  Stanford's  slac.  By  simjc  i 
clicking  to  the  home  page  of  Pedro 
Couttnho,  a  chemical  engineeiing  gm 
ate  student  at  Iowa  State  Universi 
anyone  can  browse  a  treasure  trovefi 
biotech  resources  and  find  pointers 
powerful  gene-analysis  progiums. 

It's  not  surprising  that  such  a  Ic 
list  of  issues  would  arise  from  sue! 
ftmdamental  development.  From  astr^ 
omy  to  zoology,  scientists  are  putt) 
theii"  imaginations  to  work  on  the  Wei 
and  in  the  process,  blowing  theii"  min 
By  Joan  O'C.  Hamilton  in  San  Fn 
CISCO,  with  Heidi  Dawley  in  London 


Download  a  version  of  this  story  w 
Web  links  from,  Business  Week  Onl' 
on  America  Online 
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!  ome  see  a  timeline.  We  see  a  lifeline. 


■  It  seems  whenever  and  wherever  there's  been  a  need  in  the  world,  AmeriCares  has 
1  there.  Speeding  food  and  medicine  to  the  tent  cities,  the  refugee  camps,  the  makeshift  hospitals  where 
o\q  go  to  escape  death.  And  sometimes,  luckily,  do.  ■  AmeriCares  ignores  politics,  caring  only  about 
victims.  So  we're  most  often  first  in  to  areas  of  suffering.  First  with  relief  First  with  hope.  ■  We've 
overed  that  help  differs  from  disaster  to  disaster.  For  Rwanda  and  Sudan,  it's  food  and  medicine.  For 
nian  reftigees,  it's  also  wool  to  make  clothes  to  stay  warm,  hi  south  Florida,  AmeriCares  Homefront 
vered  constioiction  materials  to  rebuild  shattered  homes  -  and  lives.  ■  AmeriCares  figures  out  what's 
ied,  goes  to  corporations  for  contributions  of  their  products,  and  gets  them  where  they  have  to  be.  Our 
itive,  caring  solutions  are  as  varied  as  the  crises  facing  the  world.  ■  But  chartering  planes,  or  buying 
iiel,  doesn't  come  cheap;  then  again,  neither  does  life.  ■  Please  help  by  sending  your  tax-deductible 
ation  to  AmeriCares,  161  Cherry  Street,  New  Canaan,  Connecticut  06840.  Or  call  1-800-486-HELP. 
eople  live  because  AmeriCares. 
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People  live  because  AmeriCares: 


Developments  to  Watch 


EDITED  BY  OTIS  PORT 


PROTEINS  WITH  AN  ANCHOR  FOR  ENZYMES 


BREAKING  DOWN  CELLULOSE 

is  one  of  the  most  vital 
tricks  of  the  microbial 
world.  Thanks  to  the  en- 
zymes wielded  by  bacteria 
and  fungi,  cows  digest 
grass,  fallen  trees  decay, 
and  companies  can  trans- 
form corn  into  ethanol.  But 
University  of  Rochester 
microbiologist  David  Wu 
has  long  suspected  that 
some  bacteria  are  far  bet- 
ter at  breaking  down  cellu- 
lose than  their  enzymes 


would  suggest.  These  par- 
ticular superbugs,  he  dis- 
covered, harbor  another 
protein — one  that  somehow 
boosts  the  efficiency  of  cel- 
lulose-eating enzymes. 

Now,  Wu  and  an  interna- 
tional band  of  scientists 
have  deciphered  the  gene 
that  codes  for  this  protein — 
and  turned  up  a  surprise. 
Built  into  the  huge  protein 
are  nine  sections  that  bind 
to  the  enzyme.  This  "an- 
chorage" protein  thus  bris- 


tles with  nine  copies  of  the 
enzyme,  enabling  it  to  cut  a 
wide  swath  through  cellu- 
lose-laden material.  "I  don't 
think  anyone  ever  imagined 
that  enzymes  worked  this 
way,"  says  Wu. 

Next,  Wu  will  try  to  put 
the  discovery  to  use.  One 
idea:  creating  proteins  for 
attaching  enzymes  that  do 
more  than  just  gobble  cellu- 
lose. Such  anchorage  pro- 
teins might  boost  the  effi- 
ciency of  enzyme-containing 
detergents  or  industrial 
processes. 


SIFTING  THROUGH 
DATA  WITH 
A  NEURAL  NET 

IMAGINE   COMPRESSING  TV 

pictures  and  high-fidelity  mu- 
sic so  tightly  that  they  could 
travel  simultaneously  over 
ordinary  phone  lines.  Robert 
Hecht-Nielsen,  chief  scientist 
at  HNC  Software  Inc.  in  San 
Diego,  thinks  he's  on  the  track 
of  just  such  a  breakthrough — 
using  so-called  neural  net- 
works. These  are  brainlike 
circuits  that  learn  from  expe- 
rience and  don't  need  conven- 
tional programming. 

Hecht-Nielsen,  a  neiu-al-net 
pioneer,  says  the  technology 
may  be  the  ultimate  data- 
compression  method.  Laying 
out  the  math  in  the  Sept.  28 


issue  of  Science,  he  shows 
that  neural  networks  leam  to 
squeeze  data  down  to  the  ir 
reducible  minimum.  The 
neural  net  can  be  fed 
billions  of  bits  of  data — 
all  the  pixels  in  all  the 
frames  of  a  movie  or  all 
the  text  in  an  onUne  li 
brary — and  it  will 
generate  a  cloud- 
like map  of 
points.  Be- 
cause these 
points  exist  in 
a  world  of 
higher  mathe- 
matics with  an 
almost  infinite 
number  of  di- 
mensions, eac 
point  contains  a 
wealth  of  data,  which 
the  net  can  use  to  re- 


>  ir- 
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constitute  every  detail  of  the 
original  information. 

For  now,  there's  a  hang- 
up when  it  comes  to 
real-world  applications: 
The  neural  net  that  pro- 
duces optimum  results  is 
veiy  complex.  So  much  so, 
says  Hecht-Nielsen, 
that  "we  really 
don't  know  the 
best    way  to 
train  these  cir- 
cuits." Re- 
searchers at 
AT&T  Bell  La- 
boratories, the 
University  of 
California  at 
San  Diego,  and 
Yale  University 
are    joining  with 
Hecht-Nielsen  to  tackle 
this  problem. 


FOR  A  COOL  TOOL,  TRY  LASERS 

STAR  WARS  SCIENTISTS  AT  LOS  ALAMOS 

National  Laboratory  are  turning  death 
rays  into— would  you  believe? — refrigera- 
tors. Normally,  lasers  zap  their  targets 
with  heat  and  can  even  melt  solid  steel. 
So  how  can  a  laser  cool  something?  By 
tuning  the  laser  beam  so  its  energy  "ex- 
cites" the  target's  atoms  in  a  special, 
quantum-mechanical  way.  This  causes  the 
atoms  to  emit  fluorescent  light,  and  since 
the  emitted  radiation  contains  more  ener- 
gy than  was  absorbed  from  the  laser,  the 
target  loses  energy  and  becomes  cooler. 


The  theory  of  "optical  refrigeration"  has 
been  around  since  1929.  Now,  a  Los  Ala- 
mos team  headed  by  physicist  Richard  L 
Epstein  reports  in  the  Oct.  12  issue  of 
Nature  that  the  idea  is  not  only  possible 
but  feasible.  In  fact,  Epstein  says  the  con- 
cept promises  technology  that  could  even- 
tually be  used  to  cool  computer  circuits  to 
the  frigid  temperatures  needed  by  super- 
conducting materials.  With  superconduct- 
ing circuits,  computers  and  other  electronic 
gear  would  iim  hundreds  of  times  faster 
than  today's  hardware.  Los  Alamos  has 
patented  the  technology  and  is  looking  for 
help  to  commercialize  it. 


INNOVATIONS 

a  Just  days  apart,  two  tea 
of  biotech  researchers 
nounced  they  had  found 
gene  that  regulates  flowii 
ing.  Scientists  at  the  Salk 
stitute  in  La  JoUa,  Calif.,  a 
the  University  of  Califori 
at  San  Diego  say  that  the ; 
suits  promise  to  boost  or 
yields  by  coaxing  plants 
bloom  faster  and  to  short 
the  time  it  takes  to  croi 
breed  new  hybrid  straii 
They  could  even  be  used 
inspire  rose  plants  to  sprc 
flowers  where  leaves  woi 
normally  grow. 

■  Snapshots  of  atomic  stn 
tures  have  led  to  many  i« 
insights  in  materials  sciem 
But  the  static  images  th 
are  produced  by  a  scanni: 
tunneling  microscope  (ST 
don't  illuminate  what  ha 
pens  while  one  atom  is  rea 
ing  with  others.  Now,  phy: 
cist  Brian  S.  Swartzentrub 
at  Sandia  National  Labor 
tories  has  developed  a  n€ 
STM — one  that's  so  sensitr 
it  can  track  a  moving  atoi 
It  should  yield  new  unde 
standings  in  semiconduct 
physics. 

■  Grinding  the  high-quali 
lenses  used  in  cameras,  f; 
machines,  and  smart-bon 
"eyes"  has  always  been  mo 
art  than  science.  Until  no 
Researchers  at  the  Unive 
sity  of  Rochester  have  d 
vised  a  program  that  pr 
diets  the  results  of  giindii 
various  glass  formulation 
It's  a  "significant  brea 
through"  in  controlling  fa 
tory-floor  operations,  sa; 
Harvey  Pollicove,  director 
Rochester's  Center  for  0 
tics  Manufacturing. 


how  many  potential  customers  are  hidden  in  the  area 


Which  neighborhoods  have  the  lowest  crime  rate. 


A  clearly  better  route  for  your  delivery  trucks 


And  why  using  billboard  advertising  here  actually 


makes  sense. 


Pick  any  point  on  the  globe  and  we'll  help  you  see  it  in  countless  new  ways.  There's  never  been  a  decision- 
making tool  quite  like  this.  It's  Desktop  Mapping,  from  Maplnfo?  And  it  unleashes  the  power  of  geography  to  give 
you  a  surprising,  neiu  view  of  your  data.  Combining  the  information  in  your  databases  with  other  complementary 
data  sources  and  inaps.  To  show  you  patterns  and  relationships  from  a  startlingly  jresh  angle.  Allowing  you  to 
make  decisions  with  greater  speed  and  insight.  No  matter  what  your  job  is.  Right  at  your  personal  computer. 

Companies  everywhere  are  already  reaping  the  rewards  of  Desktop  Mapping.  But  only  seeing  is  believing.  And  we 
believe  you'll  hve  what  you  see  in  our  free  demo  disk  or  CD-ROM.  Call  today  and  we'll  seivi  you  one.  Or  E-inail  us  at 
inquiry@mapinfo.com .  We'll  also  direct  you  to  a  Maplnfo  dealer  near  you. 


And  visit  us  at  http:llwww.mapinfo.com  1-800-327-8627 


Maplnfo 

s  k  t  o  p  mapping 


Federal  Sales  l'BOO'619-2533.  Outside  US  I -5 1 8-285 -6000.  Maplnfo  runs  on  Windows^'  Macintosh^ 
Power  Macinioshf  Sun®  and  HP*  Maplnfo  is  a  registered  trademark  and  the  Maplnfo  rainhou'  logo  is  a 
trademark  of  Maplnfo  Corporation.  All  other  trademarks  are  properly  of  their  respective  owners. 


@THE  CAFE: 
Customers  can 
plug  into  one  of 
')2  computers  or 
virtual  reality 
machines 
and — as  Smith 
puts  it — "step 
through  the 
looking  glass" 


ENTREPRENEURS 


MR.  SMITH  GOES 
TO  CYBERSPACE 

Retailing  pioneer  Marshall  Smith  is  morphing  yet  again 

m 


larshall  J.  Smith  hardly  seems 
like  a  retailer  at  the  cutting 
edge  of  technology.  In  his  pre- 
1  ferred  attire  of  old  flannels, 
shoit-sleeved  sliiil,  and  tan  suede  shoes, 
he  looks  more  like  the  bookstore  ovmei' 
he  was  for  nearly  two  decades. 

His  latest  venture,  Cambridge 
(Mass.)-based  Cybersmith,  is  a  sharp 
contrast — a  sleek  space  defined  by 
bright  neon  cable  and  polished  wood 
that  houses  52  computer  stations,  14 
with  links  to  the  Inteniet.  Larger  and 
more  sophisticated  than  most  "online 
cafes,"  Cybersmith — and  Smith's  repu- 
tation as  a  retailer  of  intellectual  prop- 
erty— has  attracted  $4  million  fi'om  such 
investors  as  Harvard  business  school 
strategist  Michael  E.  Porter  and  digital 


evangelist  Nicholas  Negroponte,  who  is 
also  a  director. 

Cybersmith,  which  will  open  a  sec- 
ond store  next  month  in  Wliite  Plains, 
N.Y.,  is  the  63-year-old  Smith's  fourth 
foray  into  retailing.  Taken  together,  his 
ventures  reflect  the  changing  forms  of 
information  packaging.  In  1961,  when 
most  booksellers  disdained  softcovers 
as  insubstantial,  he  started  Paperback 
Booksmith  and  built  it  into  the  nation's 
No.  3  book  chain.  In  1981,  he  launched 
Videosmith  Inc.,  one  of  the  fti-st  video 
rental  chains,  which  now  has  14  stores. 
In  1991,  it  was  Leai-ningsmith  Inc.,  a 
multimedia  bazaar  that  has  grown  to 
29  stores  in  12  states.  "He's  continually 
able  to  come  up  with  the  next  market- 
ing tvdst,  the  next  retail  concept  in  in- 
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tellectual  product! 
says  Christoph 
Zook,  director 
Bain  &  Co.'s  stratei 
practice,  who 
LeaiTiingsmith's  pn 
ident  in  1992. 

Smith  was 
young  Wall  Strefel 
analyst,  shopping 
a  Greenwich  Villa[( 
bookstore,  when 
got  the  idea  for 
store  selling  only  j 
perbacks.  He  moved  home  to  Boston 
start  Paperback  Booksmith.  Breakill 
with  custom,  he  organized  books  by  st 
ject,  not  by  publisher,  and  he  used  s( 
lights  and  inviting  nooks  to  draw 
tomers.  After  opening  tliree  more  stoiiervia 
he  began  franchising.  By  1978,  thejd 
were  75  Paperback  Booksmiths. 
"WORST  EXPERIENCE."   Soon  after, 
cham  flamed  out,  filing  for  Chapter  11 
1979.  The  problem,  many  say,  was  thif 
Smith  supplied  franchisees  with  boooli 
even  when  they  owed  liim  money.  Smi  1 
says  he  felt  obligated  to  the  franchise  m' 
many  of  whom  vv'ere  in  subpar  mal 
He  managed  to  keep  two  stores,  biitli 
bankinptey  was  "the  worst  experien 
I've  ever  gone  through."  At  Paperbaf, 
Booksmith,  he  also  learned  that  "I  ca; ' 
do  it  all  myself,"  and  since  then,  he  h 
hired  others  to  help  nm  operations. 

When  Smith  launched  Videosmith, 
positioned  it  as  "the  movie  buffs 
store,"  emphasizing  classic  and  foreii 
films.  Again  ambience  was  key.  Recant 
Sal  V.  Perisano,  a  Cybersmith  direct 
who  was  Videosmith's  ceo:  "Peofis 
loved  to  see  our  'No  Smoking'  sign — ; 
80-year-old  Bette  Davis  with  a  cigaret 
dangling  from  her  lips."  Videosmi()aii 
grew  to  11  stores  before  Smith  sold 
for  an  undisclosed  sum  to  Dubhn-bas  t 
Xtra-vision  PLC  in  1989.  ip 
Two  years  later  came  Learningsmit  f 
which  he  envisioned  as  an  intellecti 
playgi'ound.  Books,  videos,  software,  a  i 
dio  tapes,  games,  and  puzzles 
grouped  by  subject.  Smith  has  shrew 
ly  linked  the  stores  with  pbs  affiliates  » 
16  cities,  beginning  with  Boston's  WGB 
which  is  also  an  investor  Each  statii'i 


RIDING  THE  INFORMATION  REVOLUTION 
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PAPERBACK  BOOK- 
SMITH  Established  in 
1961.  Sold  paperback 
books.  Peak  revenues: 
$35  million  in  1978,  75 
stores  nationwide.  Filed 
for  Chapter  11  in  1979. 


VIDEOSMITH  Estab- 
lished in  1981.  Video- 
cassette  rentals.  1989 
revenues:  $7  million,  11 
stores.  Sold  in  1989  to 
Xtra-vision  PLC. 


LEARNINGSMiTH  Estab 
lished  in  1991.  Multi- 
media learning  products. 
Current  revenues:  more 
than  $40  million,  29 
stores.  Smith's  current 
stake:  less  than  10%. 


CYBERSMITH  Estab 
lished  February,  1995. 
Rents  time  on  52  com- 
puter stations.  Projected 
first-year  revenues: 
$1  million.  Second  store 
to  open  late  November. 


DATA.  MARSHALL  SMITH 
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royalties  for  the  use  of  its  name, 
ef  lingsmith  gets  on-air  advertising 
istant  recogTiition  by  pbs  viewers, 
other  investors,  led  by  ventm-e  cap- 
m  Halpem  Denny  &  Co.,  came  on 
,  Smith's  stake  was  diluted  to  less 
1^  10%,  and  in  1994  he  resigned  as 
nan.  By  then,  he  was  captivated  by 
iline  world.  His  son,  Jed,  29,  who 
et  him  up  with  an  America  Online 
it,  is  a  partner  in  Cybersmith. 
st  Internet  cafes  offer  a  handful  of 
lals,  but  Smith's  idea  was  "to  have 
nne  who  walks  in  here  be  on  a 
Iter,"  says  Patricia  Seitz,  architect 
'  flagship  store.  Customers  insert 
cards  into  one  of  52  Apple  com- 
5,  videoconferencing  stations,  and 
1  reality  machines  and,  says  Snoith, 
through  the  looking  glass."  For 
a  minute,  they  can  sample  games, 
are,  and  cd-roms  or  try  out  on- 
srvices.  "Technosmiths"  who  offer 
ai|  :1  tours  of  cyberspace  also  sei-ve 
,nd  coffee,  which  accounts  for  near- 
7o  of  revenue.  And  while  Smith 
ns  the  term  "Internet  cafe,"  as- 
iU  that  "we're  selling  access  to 
ilogy,"  he  reports  vdth  delight  that 
1  magazine  has  named  Cybersmith 
n's  "Best  First  Date." 
MILLION?  Smith  says  the  fii-st  Cy- 
lith  will  take  in  close  to  $1  million 
first  12  months.  With  25%  of  the 
\  representing  "a  significant  part 
available  cash,"  Smith  cares  veiy 
how  the  company  peifonns.  Given 
st  of  cutting-edge  cUgital  geai',  pi'of- 
'  elusive.  But  "don't  imderestimate 
uich  money  people  will  spend  to  be 
NegToponte  told  the  board  at  its 
leeting  last  month, 
■porations  want  to  be  cool,  too. 
isey  &  Co.,  Time  magazine,  and 
•  Computer  Inc.  have  all  rented 
-smith  for  events,  and  Microsoft 
lait  of  its  "Stall  Me  Up"  campaign 
indows  95  there,  though  the  footage 
,  used.  Still,  Smith's  ti-acling  post  at 
Ige  of  the  digital  frontier  seems  a 
/  imdertaking.  With  online  semces 
;rating,  some  wonder  why  people 
i  leave  home  to  log  on.  Says 
ino:  "Marshall  walks  close  to  the 
n  everything  he  does.  Cybersmith 
)e  his  biggest  risk  so  far  " 
>  office  where  Smith  grapples  with 
isk  is,  like  Smith,  decidedly  low 
His  old  wooden  desk  could  belong 
ountry  lawyer,  and  his  computer  is 
ing  Macintosh  Ilsi.  He  keeps  a 
ion  of  quotations  on  scraps  of  pa- 
;  two  shoeboxes.  Dipping  into  the 
!ie  chooses  a  line  from  socialist 
a  Goldman  to  explain  his  business 
>hj  ophy:  "If  I  can't  dance,"  he  reads, 
ot  my  revolution." 

By  Paul  C.  Judge 
m  Cambridge,  Mass. 


Clockwise  from  lop  left,  that's  Jack  Daniel,  Jess  Motlow.  Lem  Tolley,  Frank  Bobo  and  Jess  Gamble  (Jimmy's  in  the  middle) 

JACK  DANIEL'S  HEAD  DISTILLER,  Jimmy 
Bedford,  has  lots  of  folks  looking  over  his  shoulder. 

Since  1866,  we've  had  only  six  head  distillers. 
(Every  one  a  Tennessee  boy,  starting  with 
Mr.  Jack  Daniel  himself)  Like  those  before 
him,  Jimmy's  mindful  of  our  traditions, 
such  as  the  oldtime  way  we  smooth  our 
whiskey  through  10  feet  of  hard  maple 
charcoal.  He  knows  Jack  Daniel's 
drinkers  will  judge  him  with  every 
sip.  So  he's  not  about  to  change  a 
thing.  The  five  gentlemen  on  his 
wall  surely  must  be  pleased 
about  that. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel.Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Pliiced  in  the  Natiimal  Register  uj  Histonc  Pkuei  by  the  United  Staie<,  Goi'enimciu 


Industries 


ENERGY 


PULLING  OIL  FROM 
DAVY  JONES'  LOCKER 

New  technologies  cut  the  cost  of  deep-sea  production 


The  Gulf  of  Mexico  was  entering 
its  heyday  as  an  oil-producing  re- 
gion when  Emmett  M.  Richard- 
son joined  Mobil  Corp.  25  years 
ago.  He  helped  pioneer  the  idea  of  put- 
ting production  equipment  on  the  sea 
floor  rather  than  atop  costly  offshore 
steel  platforms.  But  befoi-e  the  concept 
sank  roots  in  the  Gulf,  Richardson  was 
off  to  projects  in  the  North  Sea,  where 
his  work  floui'ished.  Today,  the  53-year- 
old  head  of  subsea  re- 
search and  engineering  op- 
erations for  Mobil  is  back 
in  the  U.  S.,  convinced  that 
offshore  oil  platforms — 
those  spindly  skyscrapers 
of  the  sea — are  destined  to 
play  only  supporting  roles 
in  the  oil  industry's  future. 

Until  recently,  the  ap- 
proach in  the  Gulf  has 
been  to  build  bigger  and 
bigger  platforms,  each 
costing  upwards  of  $1  bil- 
lion. These  platfonns  house 
large  crews  and  contain 
wellheads  with  complex 
monitoring  and  control 
equipment,  as  well  as  gear 
to  inject  liquids  and  gases 
to  keep  the  flows  moving. 
FLOOR  PLAN.  Such  elab- 
orate stations  are  fine  in 
shallow  waters  above  rich 
oil  fields,  but  they  don't 
make  sense  for  the  new 
fields,  which  are  farther 
from  shore.  Big  towers  are 
difficult  to  anchor  in  deep 
waters,  even  if  they  are 
floating  rather  than  fixed. 
And  often,  no  single  pock 


production  technology  and  move  it  fi-om 
the  platforms  to  the  ocean  floor.  Then, 
link  up  lots  of  these  far-flung,  semiauton- 
omous  wells  to  a  central  hub,  or  mani- 
fold. This  way  station  then  passes  the 
wells'  combined  output  up  to  a  conven- 
tional offshore  platform,  where  the  oil 
and  gas  are  separated  from  each  other 
(illustration).  One  platform  would  then 
suffice  for  dozens  of  wells  over  hun- 
dreds of  square  miles. 


Plumbing  The  Depths 

Oil  companies  want  to  cut  the  cost  of  deep- 
water  oil  and  gas  production  in  the  Gulf 
of  Mexico  by  placing  wellheads  on 
the  ocean  floor  instead  of  on 
surface  production 
platforms. 


CLUSTERED  WELLS  Each 
bore  hole  has  its  own  well- 
head, which  controls  oil  and  gas 
flow.  Production  can  begin  as  soon  as 
the  wellhead  is  in  place,  so  early  wells  help 


The  long-term  goal  is  to  dispei  c 
with  platforms  entirely  by  perfect) 
"multiphase"  pumps  that  can  move 
wells'  output  all  the  way  to  shore.  I 
like  ordinary  pumps  that  need  a  pi 
form  to  separate  gas  fr"om  the  oil,  thte 
pumps  don't  spin  out  of  control  wlfn 
they  hit  a  gas  pocket.  Says  Richards 
"Tlie  multiphase  pump  has  the  ability 
completely  change  this  industiy." 

While  the  multiphase  pump  and  S(  > . 
other  deepwater  ideas  are  years  tV 
widespread  acceptance,  others  are 
ready  in  use.  In  one  new  project 
2,000  feet  of  water,  Shell  Oil  Co.  ei 
neers  connected  satellite  wells  to  a  1 
without  divers  or  robotic  vessels.  Us 
a  sleeve  that  pivots  pipes  into  place  ; 
seciu'es  them.  Shell  can  save  $500,00(! 
$2  miUion  per  project.  What's  more,  ! 
hub  can  start  delivering  oil  and  ga.^ 
soon  as  the  first  well  is  connected 
it.  Ordinarily,  all  the  wells,  tigli 
grouped  beneath  a  platform,  go  ii 
production  at  once. 

By  bringing  on  W( 
one  at  a  time,  early  oi 
generate  cash  that  pays  . 
later  ones,  says  Texaco  1 
Offshore  Engineering  M. 
ager  J.  Phil  Wilbourn.  1- 
ploratory  wells  costing  ^ 
million  that  have  bt 
abandoned  because  tli 
tum  out  to  be  too  far  fy< 
a  platform  can  be  hoc! 
into  a  hub.  Plus,  the  sai 
lite  method  cuts  risk:  I 
field  doesn't  pan  out,  p 
ject  managers  can  scale  i 
project  back  even  aflr 
drilling  has  begun. 

Armed  with  new  tei 
nology,  U.  S.  companies  ; 
venturing  into  ever-dee| 
waters.  Already,  40^/^ 
proposed  Gulf  projects 
greater  than  3,000  feet 
water  involve  the  use 
subsea  components,  s;i^ 
Steven  Homer,  a  proj(t 
engineer  at  Halliburtn 
Co.'s  Brown  &  Root  I ' 
He  estimates  that  as  m;i 
as  70%  of  future  dei 
water  Gulf  projects  v 
use  subsea  wells  tied 


,  .    .  ,          ,  ^                                pay  for  later  drilling.  ,  , 

et  IS  rich  enough  to  war-  ?   near-shore  platiori 


rant  its  own  platform. 

So  Richardson  and  oth- 
ers are  borrowing  Star 
Wars  technologies  and  as- 
sembly ideas  to  reinvent 
offshore  production  of  oil 
and  gas.  The  basic  idea: 
Automate  much  of  the 


MANIFOLDS  More  adaptable  than  older  manifolds,  these  hubs  can 
gather  oil  and  gas  from  wells  as  far  as  two  miles  away,  then  send 
the  flows  up  to  the  surface. 

EXISTING  SHALLOW-WATER  PLATFORMS  These  play  a  new  role  as  way 
stations  for  the  new  fields.  They  separate  the  oil  from  the  gas  and 
send  them  down  separate  pipelines. 

DATA  TEXACO  INC 


Worldwide,  the  numbei- 
so-called  seabed  W( 
should  hit  185  this  ye 
compared  with  just  25 
1990,  says  oil  industry  - 
searcher  Offshore  D;a 
Services  Inc. 

Americans  pioneeri 


ephar.ts  strike  up  an  acquaintance  by  Intertwining  their  trunks.  It's  both  a  greeting  and  a  way  o1  sizing  each  other  up. 


Nothing  is  more  natural  thian  the  desire  to  make  personal  contact. 
Even  elephants  have  evolved  numerous  types  of  behavior  to  ensure 
the  cohesion  of  the  group  as  well  as  maintain  mutual  respect. 

Good  relationships  need  careful  nurturing. 
We  call  our  approach  "Total  Customer  Care." 

Recognition  of  this  fact  forms  the  basis  of  our  primary  challenge  for 
the  future.  We  call  it  "Total  Customer  Care."  Any  company  that  wants 
to  stay  successful  in  the  highly  competitive  global  marketplace 
cannot  afford  to  rely  on  the  quality  of  its  products  alone.  In  the 
future  our  customers'  requirements  will  be  at  the  forefront  of 
everything  we  do  -  even  more  than  before.  This  means  that  we  have 
to  be  flexible,  and  that  we  need  a  coordinated  approach  and 
an  attentive  ear  to  what  our  customers  have  to  say  to  us.  If  you'd 
like  to  know  more  about  the  Schott  Group  of  companies,  write  to: 
Schott  Corporation,  Dept.  BW  1 ,  3  Odell  Plaza,  Yonkers,  NY  10701 . 
Maintaining    our    position    as    a    leader    in    special    glass  is 

not  enough.  Our  goal  is  to  be  a  leader  in  customer  orientation  -  ^^^^^  SCHO^TT 
finding     ways     to     take     our     customers     further.        Total  customer  care 


The  Corporation 


subsea  wells  in  the  1970s  but  largely 
abandoned  them  after  running  into  pro- 
duction problems.  Now,  in  an  effort  to 
leapfrog  subsea  technology  pioneei'ed 
by  Brazil's  Petrobras,  Texaco  is  leading 
17  oil  producers  and  dozens  of  supply 
companies  to  advance  ideas  such  as 
lightweight  composite-material  pipes, 
ultraUght  cables  for  anchoring  vessels, 
and  subsea  components  such  as  mani- 
folds, piunps,  and  systems  for  separating 
oil  from  gas. 

U.  S.  reseai'chers  are  also  working  on 
a  supeifast  welding  technique  that's  ide- 
al for  composite-material  pipes.  A  spin- 
off of  Star  Wars  missile-zapping  re- 
search, "homopolar"  welding  generates 
thousands  of  amps  at  very  low  voltage. 
By  precisely  controlling  the  rise  and 
fall  of  the  ciurent  and  applying  pressiu'e 
at  the  joints,  it  can  fuse  a  12-inch  pipe 
in  seconds,  compared  vdth  20  minutes 
by  conventional  welding,  says  Richard  J. 
Seymoui;  du'ector  of  the  Offshore  Tech- 
nology Center  at  Texas  a&m  Univei-sity. 
Homopolar  welding  is  being  readied  for 
commercial  use. 

WAXING  OPTIMISTIC.  Oil  companies  are 
putting  big  bucks  into  one  of  the  sticki- 
est problems  that  drove  them  out  of 
subsea  production  two  decades  ago — 
namely,  clogging.  As  crude  oil  cools  in 
the  40-degree  waters  of  the  ocean  floor, 
paraffins  from  the  waxy  Gulf  oil  fonn  on 
the  inside  of  pipelines.  Today,  insulated 
or  water-heated  pipes  keep  oil  from 
cooling  and  precipitating  wax.  Some 
companies  inject  chemicals  that  heat  on 
contact,  dissolving  the  waxes.  But  both 
methods  can  be  costly  and  they  don't  al- 
ways work. 

A  cheap  new  anticlogging  method 
that  doesn't  requii'e  costly  pipe  or  regu- 
lar chemical  injections  may  be  on  the 
way.  Working  with  the  National  High 
Magnetic  Field  Laboratory  at  Florida 
State  Univei'sity  in  Tallahassee,  oil  com- 
panies are  tiying  to  determine  whether 
magnets  attached  to  subsea  pipes  will 
keep  pai-affin  in  cinde  oil  fi"om  ckmiping. 
There  is  some  evidence,  says  Laborato- 
ry Dii-ector  Jack  Crow,  that  iron  parti- 
cles contained  in  cnide  are  binding  with 
the  wax,  preventing  larger  clumps  from 
occuiTing. 

The  magnet  study  is  just  getting  un- 
der way,  and  many  other  obstacles  to 
deepwater  production  remain.  Some 
companies  have  shied  away  fi"om  subsea 
progTams.  For  instance.  Oryx  Energy 
Co.  is  planning  instead  to  use  a  new 
type  of  tethered,  floating  platform  called 
a  SPAK,  saving  the  cost  of  building  steel 
skeletons  thousands  of  feet  deep.  But 
lots  of  other  comj^anies  are  counting  on 
ocean-floor  production  when  there's  a 
mile  or  so  of  salt  water  between  them 
and  a  fortune  in  oil  and  gas. 

By  Gary  McWilliams  in  Houston 


STRATEGIES 


LOST  IN  THE  AISLES 
AT  WOOLWORTH'S 

Needed:  A  map  to  get  the  ailing  merchant  back  on  track 

Roger  N.  Farah 
relaxes  in  the 
boardroom  of 
the  elegant 
Woolworth  Buildiiii 
in  lower  Manhattan 
a  throwback  to  tin 
glory  days  of  the 
now-faltering  retail 
en  CEO  of  Woolworlli 
Corp.  since  Decem- 
ber, Farah  knows 
Wall  Street  is  wait- 
ing for  a  sign  he  c.i 
turn  the  venerabk' 
merchant  around.  He 
laughs  at  mmors  he's 
considering  a  bid  to 
add  the  struggling 
Ann  Taylor  chain  to 
Woolworth's  bulging 
portfolio.  "As  soon  as 
the  business  goes 
bad,  we  can  have 
it — right?"  he  jokes. 
"I  think  we  have 
some  that  we  can 
sell  them." 

He  sure  does. 
Woolworth,  weighed 
down  by  debt,  antiquated  technology, 
and  a  spi'awling  network  of  40-plus  spe- 
cialty and  variety  chains — few  of  which 
make  much  money — has  been  struggling 
to  define  itself  since  the  start  of  the 
decade.  The  fomner  R.  H.  Macy  &  Co. 
president  was  brought  on  board  to  chart 
a  com'se  for  Woolworth's  confused  airay 
of  businesses.  The  $8.3  billion  company 
eai-ned  just  $47  million  last  year,  after 
losing  a  stunning  $495  million  in  1993. 
Since  his  arrival,  Farah  has  shored  up 
the  balance  sheet,  sold  off  or  closed  fom' 
small  businesses,  and  recruited  a  new 
management  team. 

KEEPING  MUM.  What  he  hasn't  done  is 
convince  Wall  Street  that  he  has  a  clear 
vision  of  where  Woolworth  is  headed. 
The  stock  is  trading  around  16 — about 
where  it  was  when  Farah  was  named 
and  well  below  the  1992  high  of  34.  In- 
vestors and  analysts  were  poised  for 


CEO  since  December,  1994, 
Farah  says:  "Just  to  dump 
things  at  this  point  and  take 
a  loss  is  not  in  the  cards " 

the  new  ceo  to  come  in  and  cle 
house,  but  so  far  he  has  sold  off  lit 
and  kept  mum  on  the  subject  of  Wc 
worth's  future.  "The  investment  co 
munity  is  disappointed  with  the  as; 
sales.  It's  moving  veiy  slowly,"  says  , 
lie  B.  Maack,  portfolio  manager 
Crabbe  Huson  Group  Inc.,  an  insti 
tional  money  manager  and  WoolwoJ 
shareholder.  Even  in  an  extensive  int 
view — the  first  in  his  10  months 
office — Farah  said  little  to  spell  c 
what  kind  of  retailer  Woolworth  woi 


Your  Business  Is  Growing.  Congratulations. 
Who's  Going  To  Do  All  The  Work? 


You've  all  been  working 
hard.  And  it's  paving  off. 
HandsonicK  .  In  fact,  vour 
busini'ss  is  doing  so  well,  it  s 
artuallv  created  a  pleasant 
prolilcni  -  von  need  more 
help.  But  von  don't  just 
want  bodies  in  offices.  \ou 
want  peojile  who  can  step 
in,  take  charge,  and  do  their 
job.s  as  well  as  the  people 
you  alreadv  ha\  e. 

That's  when'  we  come  in. 


We're  yom  .staffing  partner. 
Management  Recrnilers 
Internalional.  the  nation  > 
leader  in  permanent,  flexible, 
and  riglit-fil  staffing  solu- 
tions. W  ith  o\  er  f)Of)  offices 
and  3,(H)()  recruiters,  we're 
poised  with  oiu-  coniprehen- 
si\  e  network  to  fulfill  your 
permanent  placement  needs. 

Our  Sales  (consultants' 
di\  ision  specializes  in  sales 
professionals.  For  "infor- 


mation systems"  personnel, 
turn  lo  our  CompuSearch' 
specialists.  OfficeMates  .5* 
helps  you  find  administra- 
ti\e  and  office  supp(»rl 
persotmel.  \nd  our  Manage- 
ment Re<  ruiters  di\  ision 
has  more  search  specialists 
tor  more  indn>tries  than 
an\ one. 

\on  see.  at  MRl,  we're  here 
to  help  yon  grow.  Especially 
when  you're  growing. 


Sales  Cdiisiiltaiits 

MaiiageiiienI 
Rfcniilrrs 

(l<»in|niSf  areli 

OCficeMates  5 


M^l  Intelligent  Staffing  Solutions. 


The  Corporation 


be.  In  fact,  the  42-year-old  chief  ac- 
knowledges he  is  still  feeling  his  way.  "I 
think  we  do  have  a  better  sense  of 
where  we  want  to  go,"  he  says.  "But 
how  we  get  there  and  what  has  to  be 
done  to  get  there  are  issues  that  we 
wrestle  with  every  day." 

Focusing  this  chaotic  marketer  is 
Farah's  No.  1  problem.  In  his  defense, 
he  wasn't  given  much  to  work  with. 
The  retailer  has  a  gi'ab  bag 
of  specialty  businesses  that 
sell  everything  from  shoes 
to  funiitui'e  to  costume  jew- 
elry (table).  The  only  clear 
winner  is  Foot  Locker,  a 
shoe  chain  that  is  running 
into  a  lot  more  competition. 

Building  a  core  business 
around  Foot  Locker  and 
dumping  much  of  the  rest 
seems  like  an  obvious  step. 
But  Farah  says  it's  not  that 
easy  to  pare — many  outfits 
were  in  fai'  woree  shape  than 
he  expected.  "We  made  a  de 
cision  that  we're  going  to 
have  to  improve  almost  all 
of  the  businesses  before 
we  can  begin  to  make 
more  serious  portfolio 
decisions,"  says  Farah, 
adding  that  he  ex- 
pects that  improve- 
ment to  take  at  least 
another  yean  "Just  to  dump 
things  at  this  point  and  take 
a  loss  is  not  in  the  cards." 

Not  everyone  applauds 
that  strategy.  "The  compa- 
ny is  famous  for  patience 
that  borders  on  the  insipid," 
says  retail  consultant  Alan 
G.  Millstein.  "Shareholders 
and  Wall  Street  would  like 
someone  more  decisive  in 
getting  rid  of  some  of  the 
limbs  that  ai-e  unprofitable." 
WHAT  SELLS.  Farah,  who 
earned  an  mba  from  the 
Wharton  School,  has  plenty  of  experi- 
ence flguiing  out  what  wiW  sell  in  stores, 
but  little  in  turning  around  troubled 
companies.  He  got  his  start  at  Saks 
Fifth  Avenue,  where  he  was  an  early 
advocate  of  European  designers  for 
men.  He  then  went  on  to  Federated 
Department  Stores,  where  he  helped 
expand  Rich's,  the  Atlanta-based  chain, 
eventually  rising  to  head  of  merchan- 
dising at  Federated.  His  three-month 
stint  nmning  R.  H.  Macy  &  Co.  was  cut 
short  when  the  company  was  acquired 
by  Federated.  To  help  him  in  his  new 
role,  Farah  has  recruited  heavily  from 
the  outside.  President  Dale  W.  Hilpert, 


for  example,  was  lured  from  Payless 
ShoeSource  Inc.  in  April. 

The  problems  at  Woolworth  extend, 
beyond  just  meshing  the  company's  far- 
flung  assets.  Woolworth  lags  way  be- 
hind rivals  on  such  matters  as  informa- 
tion systems,  productivity,  and 
controlling  expenses.  Weak  inventory 
control,  for  instance,  forced  Farah  to 
liquidate  $100  million  in  old  merchan- 


THESE  PIECES  DON'T  FIT 

CEO  Roger  Farah  /^^^^  S 

has  more  than  40 
unrelated  chains 
to  puzzle  through. 
Among  them: 


dise  and  take  a  $38  million  inventory 
vvrite-down.  But  finding  the  money  to  fiix 
those  problems  could  be  tough.  By  the 
end  of  last  year — about  the  time  Farah 
took  the  helm — Woolworth's  debt  had 
climbed  to  71%  of  total  capital,  up  ft'om 
46%  in  1990.  To  help  tnm  borrowings, 
Farah  cut  capital  expenditures  by  25%, 
to  $163  million. 

Farah  has  made  cleaning  up  the  bal- 
ance sheet  his  top  priority.  And  viith 
good  reason.  In  the  fii'st  quarter  of  this 
year,  all  three  major  rating  agencies 
downgraded  Woolworth's  debt  to  low- 
investment  gi'ade.  In  April,  Farah  elim- 
inated Woolworth's  dividend,  a  savings 


of  $80  million  a  year  He  lopped  a  f* 
ther  $100  million  off  the  annual  budi' 
by  cutting  2,000  jobs.  Most  of  the 
ings  have  gone  to  reduce  short-*  c 
debt,  which  had  ballooned  to  $1.3  bill 
by  the  middle  of  1994.  "They're  out 
Caldor  countiy,"  said  one  investor,  rel 
ring  to  the  regional  discounter  that 
cently  filed  for  Chapter  11. 

Farah  has  dedicated  $30  million;) 
the  shrunken  capital  budc 
to    bringing   Wool  wort 
namesake  variety  stoi'^ 
started  in  1879,  into  i 
computer  age.  The  stn; 
were  perennially  out  of  st  i : 
on  popular  items,  while  >< 
er  products  rotted  on  i 
shelves.  But  that's  only  \> 
of  the  problem.  The  Wi 
worth  stores  are  stale,  dii 
and  cluttered.  Farah  jjh 
major  renovations.  But 
business  doesn't  pick  up. 
doesn't  rule  out  selling 
the  namesake  stores. 

Meanwhile,  he's  relyint; 
two    specialty-store  c 
cepts — Foot    Locker  ;i 
Northern    Reflections- 1 
fuel  growth  through  t  ; 
transition.  Both  are  prohlt  i 
atic.  Relying  on  Foot  Lor 
is  no  surprise.  With  sale 
$3.5  billion,  the  athletic-t^ 
wear  and  apparel  divi.^ 
which  includes  Foot  Ltx 
for  kids  and  women,  is 
far  Woolworth's  laru' 
Foot  Locker  fu< 
much  of  Woolwor 
growth  in  the  19.^ 
but  the  concept  is  giv 
ing  old,  and  competition  st  t 
er  Operating  profits  foi- 
division  are  almost  40'% 
low  1992  levels. 

Farah  is  also  betting 
Northern  Reflections,  a 
tie-known  Canadian  cli 
that  has  migi'ated  south.  The  Nortiv 
gi'oup,  Vi^hich  includes  spin-offs  for  ii 
and  children,  has  662  stores  ami 
gi'owing  fast.  Stores  open  for  more  tl 
a  year  have  shown  healthy  gains, 
the  chain  is  dwarfed  by  market 
ers  such  as  Eddie  Bauer  and  Lair- 
End.  The  division,  which  also  include 
handful  of  other  specialty  retailers,  g 
erates  only  $656  million  in  sales — 
enough  to  have  a  major  impact  on  an 
billion  company.  Foot  Locker  and  Noi 
em  Reflections  may  let  Woolworth  h 
through  a  transition.  The  question  i; 
transition  to  what? 

By  Lori  Bongiomo  in  New  1 


BUSINESS  WEEK  IS  MORE  PLUGGED  IN  THAN  EVER 


(  Steve  gillmor,  technology  columnist 

"BusinessWeek  Online  is  nothing  less  than  the  nnost  advanced 
use  of  interactive  technology  on  the  three  major  services." 


jeff  yablon,  computer  press  association 


"Congratulations  on  what  is  without  any  doubt  whatsoever  the 
finest  venture  of  its  kind  yet  unveiled... Finally,  someone  has 
gotten  it  right." 


mgu1^@aol.com 


"As  a  grizzled  online  veteran  of  eleven  years,  I  must  say  your  new 
online  edition  on  America  Online  knocked  me  off  my  chair.  Wow!" 


jyeeflyer@aol.com 


"Love  the  online  search  capabilities  on  America  Online.  It's  GREAT!!!" 

bobsdiner@aoL.com  ) 


"Although  I 
a  faithful  read 


t  a  subscriber  to  your  magazine,  I  am,  as  of  now, 
your  online  service.  Fantastic!" 


MAESON@aoLcom 


"Congratulations  on  a  masterful  adaptation  of  your  magazine  to 
America  Online.  Clearly  the  best  interactive  segment  online." 


To  plug  into  BusinessWeek  Online,  call  1-800-641-4848  for  a  trial  diskette, 
including  10  free  hours  on  AOL.  For  more  information  or  for  advertising  opportunities, 
contact  Cydney  Harris,  Product  Manager,  at  212-51  2-3  1 58  or  at  CydBW@aol.com. 


BusinessWeek/(?M/« 


Beyond  news.  Intelligence. 


Business  Week 

\  Diimuti  (>l  Thi'McGnnr  li 


B  Race 

s  on  to  Prepare  Today's  Students 
for  Tomorrow's  Workplace 


Will  We  Win? 


We  Can  Connect  You  To  THI^ 

(Like  Your  Ow 


You've  given  your  students  access  to  ideas  halfway  around  the  world.  Nowl' 
computer  systems  can  talk  to  each  other  across  the  hall  and  beyond.  Compaq  .'^t 
runnin;^   Microsoft*   BackOffice,    give   you   a   unified   operating   system   that  cai 
everything  that  runs  your  school  —  from  district-critical  tasks  to  connecting  stude 
a  library  in  Milan.  And  with  Compaq's  CD-based  SmartStart  and  Microsoft  BackCi 
configuring  your  server  is  so  easy  the  Principal  can  do  it.  Compaq  servers  are  noljjjf. 


'ljl99',  iompu,i  L.tmpulcr  (  nipwulMin   All  Jf^fcn  RccncJ  Compaq  Kegitlcjcl  II  S  Pmcm  unj  Irjjemuh  <>//iic  /niy/il  Mdnaifr:.  SmjriSlarl  and  PwLh 


3U  Never  Dreamed  Possible 
MPUTER  Systems.) 


V  tj  ise,  they're  also  reliable.  And  Compaq  Insight  Manager  helps  keep 
it  way,  constantly  monitoring  and  assessing  your  server's  health  for 

'  ptj  ntial  problems.  Compaq  servers  are  also  backed  by  a  3-year  limited 
a   '  and  a  24  hours  a  day,  seven  days  a  week  technical  support  line.  For  more 
n  ion,  or  if  you'd  like  to  talk  to  a  Compaq  Certified  Education  Partner,  give  us  a 

-t  !00-88-TEACH.  With  the  right  technology,  there's  no  telling  what  you  might  dream  up. 


COMPAa 


'ft  IS  a  registered  trademark  of  the  Microsoft  Corporation.  BackOffice  is  a  trademark  of  the  Microsoft  Corporation  'Limited  warranij.  Certain  restrictions  and  exclusions  apply. 
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At  Last 


like  spectators  but  are  beginning  to  play  a  veil 
active  role  in  shaping  education.  How  can 


the  American  educational 


1' 


system,  the  part  of  it  where  schools  and  companies  intersect,  is 
in  a  can-do  phase.  And  it's  called  quite  simply  school-to-work. 

Instead  of  focusing  so  much  on  financial  support  to  improve 
America's  schools,  companies  from  BellSouth,  Compaq,  and  IBM  to 
General  Motors,  Matsushita,  and  UNUM  are  rolling  up  their  sleeves 
and  directly  participating  in  a  major  campaign  to  help  students  fit 
better  into  the  emerging  workplace  of  the  1 1  st  century. 

"It's  on  everybody's  agenda  —  the  Business  Roundtable,  the 
U.  S.  Chamber  of  Commerce,  the  Conference  Board,  the  National 
Alliance  of  Business,  and  many  trade  associations,"  says  Bob  Soltys, 
executive  director  of  the  new  National  Employer  Leadership 
Council,  whose  founding  members  include  a  cross  section  of 
industry  from  American  Express  and  Cybernet  Systems  toThom 
McAn,  Peavey  Electronics,  and  Siemens.  "We  call  it  school-to-career 
'Work'  has  a  manual-labor  flavor  to  it." 

Win-win  Scenario.  These  days  companies 
have  little  choice  except  to  jump  in  and  do 
something.  Out  of  sheer  self-interest  —  the 
desperate  need  to  find  'winners'  among  gradu- 
ating classes  —  companies  are  no  longer  acting 

SUCCESS  AT  SIEMENS: 

Yiinn'i^  employees  develop 
toohmikiiig  skills  iit 
Siemens  Electrumechiiniciil 
Cmnpo)ieuts'  miming  center 
in  Frtinklin,  Kentucky. 
Patterned  after  the  German 
model,  the  company's 
3()-month  apprenticeship 
program  cotnhines 
classrimn  education  with 
hands-on  experience  under 
the  supeiT/sion  of  master 
technicians. 


they  do  otherwise  —  with  jobs  becoming 
more  complex  and  high-tech  day  by  day? 

In  a  kind  of  win-win  negotiation  —  with 
secondary  schools,  community  colleges,  and  || 
institutions  higher  up  the  ladder  —  companie 
are  proving  that  it's  also  to  the  advantage  of 
schools  and  their  students  to  design  programs 
that  are  in  tune  with  the  realities  of  today's 
and  tomorrow's  workplace. 


Information  Workers.  "Companies  are 
deconstructing  and  constructing  as  never 
before,"  says  Hilary  Pennington,  president  oi 
Jobs  for  the  Future,  which  has  served  as  a 
matchmaker  between  schools  and  industry  fo 
more  than  a  decade.  "The  nature  of  jobs  is 
radically  changing.  There's  a  new  premium  o: 
soft  skills.  V\Tiat  we're  seeing  is  that  differen 
occupations  are  becoming  more  similar.  The 
new  factor  is  the  manipulation  of  inforniatior' 
—  whether  in  manufacturing,  an  insurance 
company,  or  an  oil  refinery." 

Beyond  that,  it's  a  new  kind  of  confident, 
empowered  "information  worker"  who  is 
becoming  the  role  model.  In  ideal  form,  the 
versatile  toiler  of  the  future  will  communicatt 
effectively,  solve  problems  swifdy  and  creativeh 
concentrate  on  quality,  and  —  as  Pennington 

(conti?2ued  on  page  h 


r 


The  text  of  'Will  We 
Win?'  was  written  by 
Paul  Burnham  Finney,  a 
former  Managing  Editor  of 
Business  Week  magazine 
and  a  writer  on  business 
and  educational  topics. 
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Education  Secretary 
Richard  W.  Riley 


How  the 
Mon-Traditional 
Becomes 
Traditional 


s  two-ter  m  governor  of 
W%  South  Carolina,  Richard  W. 

Riley  revannped  the  state's 
:hool  system.  Now,  as  Secretary  of 
ducation,  he  has  quietly  pushed 
irious  reforms  on  a  national  scale 
-  among  them.  Goals  2000,  which 
elps  define  core  subjects  American 
udents  should  master,  and  the 
:hool-to-Work  Opportunities  Act, 
hich  he  helped  shepherd  through 
ongress  with  Labor  Secretary 
5bert  B.  Reich. 

.Why  is  there  such  excitement 
»w  about  school-to-work  programs? 

.  The  needs  of  the  workplace  have 
anged  so  dramatically  that  there's 
de  long-term  value  in  having  an 
iployee  who  can  only  do  a  specific 
ik  and  do  it  well.  Job  requirements 
;  moving  and  churning  and  turning 
d  changing,  and  what's  most 
portant  happens  to  be  knowledge 
core  subjects  so  that  young  people 
1  quickly  learn  new  skills. 

What  are  the  core  subjects? 

Goals  2000  names  the  core  sub- 
ts,  which  we  recommend  for  the 
tes  to  include  in  their  curriculum.  It 
lis  with  academic  standards.  You  of 
irse  have  Enghsh,  math,  and  science, 
a  always  start  with  reading  ability  — 
iny  job.  Also  writing.  You  get  into 
tory  and  geography.  And  economics 
'ery  important. 


Q.  How  do  you  set  benchmarks  or 
standards? 

A.  When  we  use  the  term  "standards," 
we're  referring  to  what  a  student 
should  know  and  be  able  to  do  in  a 
subject  at  a  particular  grade  level  — 
say,  what  an  eighth  grader  should 
know  about  science.  It's  a  support 
system  for  the  states.  Most  states  have 
used  Goals  2000  to  help  define  what's 
a  good  education. 

Information  Superhighway 

Q.  Where  does  the  Information 
superhighway  play  a  role? 

A.  The  superhighway  has  to  fit  into 
the  modern  classroom.  There's  a  very 
important  direction  education  is  now 
taking:  the  use  of  technology  in  the 
process  of  educating  people.  It's 
important  for  teachers  to  learn  how 
to  reach  students  with 
and  through  this  tech- 
nology. You  have  to 
have  software  available 
—  for  young  people  to 
learn  this  technology. 


Q.  Doesn't  the 
rearrangement  of 
curricula  to  accom- 
modate new  technol- 
ogy rub  traditionalists 
the  wrong  way? 

A.  Those  folks  are 
very  few  in  number 
and  diminishing  rapid- 
ly. WTiile  all  teachers  and  administrators 
could  use  a  lot  more  training  to 
understand  computers  and  technology 
better,  most,  in  all  fairness,  are  aware 
of  the  importance  of  this  aspect  of 
learning.  You're  seeing  schools  every- 
where trying  to  get  more  computers 
and  expand  teaching  capacity  of  the 
computer  field. 

Q.Any  particular  types  of  schools 
you're  thinking  of? 

A.  Those  in  vocational  areas.  We 
used  to  teach  general  math.  And  we 


graduated  students  who  could  provide 
a  specific  service.  That's  totally  inade- 
quate now. 

Q.  Aren't  these  new  requirements 
too  tough  on  the  disadvantaged? 

A.  The  idea  of  drifting  through  school 
and  dumbing  down  education  is  a 
thing  of  the  past.  That's  particularly 
true  for  the  disadvantaged.  For  years 
they  got  watered-down  curriculums. 
But  we've  shifted  out  of  all  of  that  now 
with  the  Tide  I  program.  A  lot  of 
young  people  in  high  school  end  up 
going  into  school-to-work  programs. 

Q. Where  do  you  place  school-to- 
work  programs  in  the  whole 
scheme  of  American  education? 

A.  I  classify  it  as  the  total  restruc- 
turing of  the  American  high  school. 

The  idea  is  that 
education  can't  just 
take  place  in  the  class- 
room. It  has  to  be 
relevant  to  what 
employers  want  young 
people  to  learn. 


Education  Secretary  Riley:  ^In-school 
work  is  ch/illenging  till  students' 


Q.  Hasn't  secondary 
education  been  on  a 
double  track  -  for  the 
work-bound  and  the 
college-bound? 

A.  When  you  look  at 
how  high  schools  have 
functioned,  you  see 
this  separation  of  young  people  who 
are  going  to  college  and  those  who 
aren't.  The  latter  are  on  the  general 
track.  They  often  end  up  in  vocational 
schools  and  similar  areas  of  education. 

Q.  So,  Where's  the  restructuring? 

A.  The  whole  concept  of  high  school 
has  changed.  In-school  work  is  chal- 
lenging all  students.  It  used  to  be  you 
could  get  by  with  less.  Now  all  students 
have  the  same  standards.  That's  a 
radical  difference. 


SIEMENS 


1891.  That  was  then. 


A  century  ago  Siemens  pioneered  a  unique  approach  to  apprentice  training 
progranns.  It  set  new  standards  for  helping  workers  develop  the  skills  to 
master  state-of-the-art  technology. 
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1995.  This  is 


now. 


Today  Siemens'  apprentice  and  training  progranns  in  the  USA  are  laying  the 
foundation  for  a  highly  skilled  workforce  that's  essential  for  technological 
leadership.  Now,  more  than  ever,  education  is  the  key  to  maintaining  global 
competitiveness.  For  more  than  a  century,  Siemens  has  been  preeminent  in 
the  kind  of  training  programs  that  assure  a  leading  position  in  a  wide  variety 
of  technologies.  Like  automation  systems  that  are  helping  American  industry 
be  increasingly  productive  in  the  years  ahead.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '95.  Box  8003AP,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


Visit  our  web  site  at  www.siemens.com  on  the  Internet 
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Q.  Is  the  old  distinction  between 
blue-collar  and  white-collar  jobs 
obsolete? 

A.  Blue  and  white  are  disappearing. 
The  whole  school-to-work  process 
is  designed  to  do  that. 

Q.  In  what  way? 

A.  Young  people  who  go  into  a 
school-to-work  program  learn  in  a 
different  way.  They're  directly 
preparing  for  careers.  Its  hands-on 
learning  that's  more  relevant  to 
their  lives.  Ajid  they're  developing 
skills  in  areas  they're  interested  in 
and  have  chosen.  In  a  bank,  a 
hospital,  a  plant.  And  it's  partly  in 
anticipation  of  going  to  college. 

Q.  Community  colleges? 

A.  I  don't  think  anyone  realizes 
how  important  community  colleges 
are  to  this  country.  They  developed 
because  of  the  vast  need  for  them. 
They've  gotten  better  and  better. 


Q.What  about  the  role  of 
companies? 

A.  Enlightened  companies  that 
are  concerned  with  progress  and 
improvement  are  very  much  into  the 
school-to-work  idea  of  getting  workers 
who  are  qualified  and  high  producers. 
They  understand  it.  It's  very  practical 
—  not  just  something  you  read  in  a 
magazine. 

Q.  Could  you  call  it  simply  good 
teamwork? 

A  Yes,  it's  a  coming  together.  It's 
cooperation  and  partnering.  That's 
what  it's  all  about.  And  that's  why  it's 
powerful.  You  get  students  together 
with  parents  and  teachers  and 
employers. 

Q.  Should  all  companies  jump  on 
the  school-to-work  bandwagon? 

A.  Not  necessarily.  It  comes  down  to 
local  decision-making.  Every  company 
has  different  requirements,  different 
processes,  different  cohorts  of  stu- 
dents to  deal  with. 

Q.  What's  the  federal  government's 
role  in  a>'!  this? 


MEETING  OF  THE  MINDS:  Sim'tary  of  Labor  Reich, 
Secretivy  of  Ednanion  Riky,  and  Ja?//ie  Houghton, 
chairman  and  chief  executive  officer  of  Corning  Inc.  and 
chairman  of  the  National  Skill  Standards  Board. 


A.  It's  not  for  Washington  to  solve 
all  these  problems.  We  prefer  for  the 
federal  government  to  support  state 
and  local  efforts  and  to  act  as  a  clear- 
inghouse for  good  ideas  and  informa- 
tion. For  example,  Seatde's  experiment 
might  be  tried  out  in  Louisville.  We 
don't  take  the  approach,  here's  the 
shoe  and  force  your  foot  into  it. 

Q.  Has  the  School-to- Work  Act  had 
the  impact  you  expected? 

A.  The  people  involved  are  very 
pleased.  We've  gotten  good  indications. 
A  first  group  of  eight  states  are 
implementing  it.  Probably  within  the 
next  few  weeks  we'll  announce  20 
more  states. 

Q.  Is  the  new  Skill  Standards  Board 
working  well? 

A.  It's  very  helpful  in  taking  a  career 
and  defining  it.  Not  just  little  fine- 
line  definitions  of  a  skill.  It  shouldn't 
be  that.  You  learn  through  a  job  to 
reach  those  skill  standards.  At  the 
same  rime,  you're  learning  academic 
subjects  within  the  Goals  2000  frame- 
work. The  two  complement  each  other. 

Q.  In  all  this,  what  happens  to  the 
American  dream  of  giving  your  kids 
a  college  education? 

A.  The  way  things  are  done  now,  the 
nontraditional  has  become  tradiriona!. 
It's  a  wonderful  change  that  has  come 


I?  about.  I  was  speaking  to  a  graduat- 
j  ing  class  in  Dade  County  a  couple 
3  of  years  ago  —  a  diverse  body  of 
5  students  at  a  community  college. 

The  percentage  of  graduates  who 
J  were  going  to  go  for  a  four-)'ear 
degree  was  amazing.  They  saw 
themselves  as  improving. 

Q.  So,  you'd  say  that  the  best 
school-to-work  projects  build 
higher  education  into  their 
programs? 

A,  Yes.  students  now  can  follow  a 
nontraditional  path  to  a  degree.  It's 
interesting  that  in  a  recent  poll 
some  96%  —  or  97%  —  of  parents 
said  they'd  like  to  send  their  children 
to  college.  This  is  the  Education 
Era  in  the  history  of  civilization  — 
the  time  when  education  is  the  most 
important  thing  in  our  economy  and 
our  future.  It's  good  that  American 
parents  want  their  children  to  have 
experience  beyond  high  school.  We 
have  the  best  higher  education  system 
in  the  world.  Students  all  over  the 
world  are  trying  to  get  into  our  schools. 

Q.  But  not  all  students  have  the 
means  and  connections  to  go  on 
to  college. 

A.  The  big  job  —  and  Bob  Reich  and 
I  talk  about  this  frequently  —  is  to 
make  sure  that  young  people  have 
access  to  higher  education.  The  hard 
thing  is  the  preparation,  the  timing, 
the  tuition. 

Q.  Can't  companies  be  of  great  help? 

A.  Yes,  in  school-to-work  programs 
they  can  make  work  and  education 
schedules  fit  together  —  for  instance, 
late  afternoon  or  night  classes  at  a 
community  college. 

Q.  In  your  prescription,  education 
seems  to  go  on  and  on. 

A.  Education  breeds  more  education. 
We  talk  now  about  life-long  learning. 
Every  person,  whether  it's  someone  in 
a  school-to-work  program  or  an  older 
employee,  has  to  understand  that 
education  doesn't  stop  at  high  school 
or  even  at  the  college  level. 


GET  PENTIUM 


Pentium™  Power: 

Tlic  super-quick  Pentium"  processor  is 
designed  specifically  tor  notebooks  and  is  engineered  to 
perform  91%  tester  than  75MHz  Intel  0X4  "  processors. 


GET  CD-ROM. 


CD-ROM  to  Go: 

The  power  ot  multimedia  is  all  packed  up  and 
ready  to  go.  The  Satellite  Pro"  400CDT  comes  with  an 
integrated,  modular  Quad-Speed  CD-ROM  drive  that  you 
can  swap  with  the  floppy  drive  in  secondst  Or  plug  in  the 
floppy  drive  externally  and  use  both. 
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Lithium  Ion  Battery: 

Toshiba's  lonK-lite  Lithium 
Ion  battery  pro\iJei  many  hours 
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Enhanced  Port  Replicator: 

Now  you  only  need  one 
computer.  Tlie  new,  optional 
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'Is  my  child 
going  to  be  okay 
financially?'  That's 
a  question  all 
parents  ask  —  and 
one  reason  why 
school-to-work 
has  a  financial  as 
well  as  educational 
spin  to  it. 


IBM'S  IDEA 

experience  so 


AETNA  ACADEMIES: 

Students  expand  their  critiail 
thinking  iind  problcin-solving 
skills  through  hands-on 
activities  and  projects  at 
the  insurance  company 's 
Saturday  Acade??ties. 


says  —  "manage  change."  And 
make  decisions  at  lower  levels  of 
the  corporate  hierarchy  without 
getting  their  boss  —  or  other 
higher-ups  —  angry? 

To  some  extent,  the  excitement 
generated  by  school-to-work 
programs  comes  out  of  frustra- 
tion with  the  pace  of  change  in 
the  American  education 
system.  The  ongoing  "crisis  in 
American  education"  seems  a  bit 
stale  as  new  numbers  surface  that 
show  that  students  are  scoring 
well  on  tests  in  many  areas  — 
SATs  in  particular.  In  the  global 
sweepstakes,  where  education  has 
become  a  matter  of  national 
rivalry,  countries  with  supposedly 
estimable  schools  such  as  Japan 
have  turned  out  to  be  vulnerable 
in  key  respects  —  for  instance, 
social  adaptation.  And  here  at 
home,  there's  hardly  a  great  new 
idea  about  how  to  reform  schools; 
from  "virtual  schools"  linked  by  computers  to 
old-fashioned  classrooms  supervised  by  disen- 
chanted parents,  that 
hasn't  been  presented, 
aired,  debated,  and 
chewed  over  in  endless 
seminars  and,  in  some 
cases,  implemented. 

Renaissance.  That's 
largely  why  the  old  and 
simple  idea  —  training 
kids  for  a  real  job  in  the 
1  /    .^^^"W         ^^^^  world  —  is  going 
-  ^       ^■^^       through  a  renaissance. 

Spurring  the  adjust- 
ment to  change  is  the 
emergence  of  a  global  marketplace  where 
goods,  services,  and  investments  freely  flow 
across  national  boundaries  and  corporate 
competitiveness  has  a  take-no-prisoners  kind 
of  determination.  In  this  battleground,  there's 
little  room  ff)r  the  less  motivated  worker  — 
the  one  who  just  gets  by. 

"The  reason  school-to-work  is  so  hot,  if 
you  will,  is  that  it  encompasses  a  lot  of  ideas 
that  have  been  floating  around,"  says  JD  Hoye, 


Make  computers  a  natural  part  of  the  hands-on  classroofn 
that  students  can  leani  by  doing. 

director  of  the  national  school-to-work  office 
in  the  Department  of  Labor.  "School-to-wor 
provides  a  framework  for  an  education  that 
will  lead  to  something.  After  all,  education 
must  provide  more  than  continuous  learning. 
'Is  my  child  going  to  be  okay  financially?'  It's 
worry  of  people." 

A  Program  That's  a  Process 

In  any  case,  school-to-work  is  a  slightly 
awkward  label  that  describes  a  process 
rather  than  a  program  —  a  transition  fro: 
a  classroom  setting  to  a  corporate  environmer 

The  Dignity  of  Work.  Since  1994,  the 
School-to-Work  Opportunities  Act,  which 
commanded  bipartisan  support,  has  helped 
smooth  the  shift  from  studying  to  working.  I 
the  wake  of  its  enactment,  top  corporate  leade 
met  with  President  Clinton  last  December 
and  "hit  the  ground  running  at  the  beginninj 
of  this  year,"  as  Soltys  puts  it,  with  the  forma 
tion  of  the  National  Economic  Leadership 
Council.  It's  spearheading  a  drive  to  help 
companies  develop  well-structured  school-to 
work  programs  tailored  to  corporate,  school, 
and  community  needs. 


Lincoln  always  believed  the  word  was 
mightier  than  the  sword. 


In  1858,  Abraham  Lincoln  debated  Stephen  Douglas  on  the  social  issues  ol  the  time.  In  1995, 
nearly  20,000  high  school  students  will  argue  signilicant  moral  and  value  issues  lacing  our  society  in 
the  Lincoln  Lile  Lincoln-Douglas  Debates,  sponsored  jointly  with  the  National  Forensic  League. 

Our  sponsorship  underscores  our  dedication  to  the  preservation  of  President  Lincohi's  legacy  of 
truth,  straight  talk,  and  personal  conviction.  By  participating  in  the  debates,  students  arm  themselves 
with  the  power  of  words  to  resolve  differences,  tackle  tough  issues,  and  build  character. 

To  learn  more  about  the  Lincoln  Life  Lincoln-Douglas  Debates,  write  the  National  Forensic  League, 
P.O.  Box  38,  Ripon,  WI  54971,  or  call  (414)  748-6206. 


©1995  Lincoln  Naliofiijl  Life  Insurance  Co  .  Fori  Wiivne.  Indiana  46S01 
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CERTIFIED  SKILLS: 

Anika  Tburhaiinu\  a  high 
school  student  in  I  Irgiiiia 
Beach,  scored  40  points  above 
the  national  average  on  the 
Novell  national  certification 
exa?n.  She  took  the  high- 
tech high  school  training 
program  sponsored  by 
Compaq,  Electronic  Systems, 
Novell,  and  the  Virginia 
Beach  City  Public  Schools. 


At  its  best,  school-to-work  is  the  tunnel  of 
education  with  a  hght  at  the  end  —  a  job  that 
pays,  whether  you're  a  worker  in  a  steel  mill, 
a  programmer  in  a  database-management 
company,  or  an  assistant  to  the  assistant  curator 
in  a  museum.  In  short,  you  have  a  known 
destination  to  which  you're  heading,  diploma 
or  certificate  in  hand. 

Awake  in  Class.  Let  students  get  a  taste 
of  what's  ahead  —  in  a  career,  as  an  adult,  in 
the  big,  wide  world  —  and  suddenly  there's  a 
reason  to  stay  awake  in  class.  You  might  even 
make  some  money  if  you  do,  young  people 
have  discovered. 

"There  are  a  lot  of  kids  in  school  with  hats 
on  backward  who  ask,  'Do  I  stay  here  all  day?'" 
says  Soltys,  a  former  IBMer.  "They  don't  have  a 
clue  as  to  what  the  work  ethic  is  all  about.  They 
not  only  must  have  academic  smarts  but  also 
practical  abilities.  All  too  often,  they  don't  know 
how  to  apply  the  theoretical  to  the  practical." 

Making  that  connection  has  been  the  driving 
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PARACHUTES  NEEDED!  Making  the  plunge  into  the  real  world  can  be  tough  going  foi 

studcnrs.  SIF  I:,  or  Srudents  In  I  rcc  I  .nrcrpnsc,  is  a  not-for-profit  organization  whose  singular  mission 
IS  to  work  in  partnership  with  higher  education  and  business  to  provide  college  students  the  leader- 
ship experience  o\  teaching  others  how  market  economics  and  businesses 
operate,  and  how  to  use  this  knowledge  to  better  themselves,  their  com- 
munities, and  their  countries.  For  more  information,  please  write  to: 
Studencs  In  Free  Enterprise.  The  Jack  Shewmaker  Center,  1959  E,ust  Kerr. 
Springfield,  Missouri  65803.  Or  call  us  toll-free  at  1-800-677- SIFF. 


SIFE 


STUDENTS  IN  fREt  ENKRPR 


force  behind  the  National  Academy  Foundatio 
Since  its  founding  a  decade  ago  largely  unde 
the  aegis  of  American  Express,  it  has  helped 
create  schools-within-schools  across  the 
nation.  "The  two-year  e.xperience  at  these 
academies  has  changed  the  lives  of  kids  who 
never  thought  of  going  to  college,"  says 
Charlotte  K.  Frank,  one  of  The  McGraw-Hi 
Companies'  school  publishing  executives  anc 
savvy  observer  of  developments  in  education, 
adding  admiringly,  "It's  just  a  wonderful 
opportunity.  It  prepares  students  for  the  real 
world  of  finance,  insurance,  real  estate, 
tourism,  and  public  service." 

Flexible  Format.  When  a  school-to-worF^ 
program  is  good,  it  can  be  very,  very  good, 
enabling  students  not  only  to  establish  clear 
goals  but  to  keep  developing  skills  in  a  very 
flexible  mode. 

That  can  mean  learning  about  business  in 
the  classroom,  working  directly  in  a  company  ^ 
as  an  apprentice  or  intern,  detouring  to  take 
courses  at  a  community  college, 
returning  to  the  workplace,  and  then 
—  even  after  all  that  —  choosing  to 
complete  four  years  of  college.  It's  an 
educational  path  with  zigs  and  zags  th; 

■ combines  traditional  learning  with  pe: 
sonal  achievement  through  customize 
schooling.  It  bears  little  resemblance 

I the  school  with  four  walls.  This  one 
has  five,  six,  or  more  sides  to  it. 
Today's  classrooms  can  even  includ 
instruction  on  the  import  of  the  Worl 

I\\h\T  II  holocaust.  Through  videotape 
books,  and  other  materials  the  new 
United  States  Holocaust  Memorial 

I Museum  in  Washington,  D.C.  helps 
schools  send  a  strong  message  to  stu- 
dents about  the  need  for  eliminating 
indifference,  racism,  and  intolerance  i 
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contemporaiy  society. 

Technology  Turmoil 

ore  than  anything,  the  flashy 
decade  of  the  '80s  masked 
the  essential  problem:  how 
to  find  jobs  for  the  nation's  graduates. 
P.verything  in  the  economy  seemed 
to  flow  in  such  rich  abundance  that 
you  could  overlook  the  imbalance 


O'SA 


SPECIAL     ADVERTISING  SECTION 


iw  top  manage- 
2nts  are  entirely 
re  of  what  they 
int  each  and 
3ry  job  applicant 
do.  How  can 
?jy  with  markets 
ng  global  and 
m  technology 
rming  on 
team?' 


:  Ai  O'S  AIM:  Supporting 
-  L\  RN  (Los  Angeles 
£J  ition  Alliance  for 
R.  ucturing  Nou>)  and 
ot  prografNs  designed 
to  ng  schools  and  the 
t)lace  closer  together. 


between  young  people 
and  available  jobs. 
Eye-Openers.  Yet 

there  were  plenty  ot 
warning  signs  that 
students  emerging  from 
high  school  or  college 
were  about  to  enter  a 
hostile  job  environment 
in  which  their  classroom 
talents  might  not  have 
much  relevance.  If  noth- 
ing else,  the  arrival  of 
the  ill-defined  and 
imposing  information 
superhighway  threw  the 
workplace  into  turmoil. 
Would  there  be  an 
information  —  call  it 
computer  —  component 
in  every  important  job 
out  there? 

Talk  about  a  downer 
for  the  nation's  kids, 
let  alone  schools.  Both 
educators  and  employers 
agree  that  a  surprising 
number  of  teenagers  now 
sense  —  even  fear  —  that  what  happens  in 
school  has  little  bearing  on  what  will  take  place 
in  adult  life.  And  this  instandy  translates  into  a 
lack  of  motivation  —  a  sense  of  boredom  —  in 
which  the  dazzle  of  movies,  television,  arcade 
games,  and  other  diversions  makes  the  earnest 
study  of  math  and  biology  seem  dull. 

Real-time  apprenticeships  or  internships  — 
at  a  fast-food  store,  TV  station,  retail  outlet, 
or  nearby  factory  —  can  be  an  eye-opener. 
From  Junior  Achievement's  creation  of  class- 
room companies  to  the  Students  In  Free 
Enterprise's  (SIFE)  effort  to  train  students  to 
think  entrepreneurially,  the  exposure  to  life  in 
the  workplace  has  a  telling  and  positive  effect 
in  turning  on  young  people. 
Problem  Solvers.  Why  has  there  been  such 
a  gap  between  study  and  work? 

"The  problem  is  that  schools  and  industries 
weren't  communicating,"  says  Margot  Brown 
of  Motorola.  But  it  runs  deeper  than  that. 

Even  when  the  two  were  on  speaking  terms, 
the  corporate  side  of  the  equation  was  in  a 


MATSUSHITA  MAGIC:  A  Panasonic  employee  volunteer  assists  students  participat- 
ing in  ''Kid  Witness  News, "  a  hands-on  video  education  program  now  making  waves 
in  some  200  schools  aa'oss  the  U.S. 


state  of  turmoil  —  a  condition  that  continues 
to  this  day  and  will  go  on  into  the  future. 
There's  no  denying  that  with  companies  down- 
sizing, reengineering,  and  restructuring,  few 
top  managements  are  entirely  sure  of  what 
they  want  each  and  every  job  applicant  to  do. 

How  can  they  be  certain  —  with  markets 
going  global,  new  technology  coming  on 
stream  at  lightning  speed,  and  the  drumfire  of 
information  on  TV  and  over  the  Internet  con- 
stantly changing  the  public's  likes  and  dislikes? 

So  it's  understandable  that  in  a  generic 
sense,  many  employers  are  looking  for  entry- 
level  applicants  who  fit  a  job  description  that 
reads:  "Required:  a  problem  solver  with  various 
high-tech  skills  who  can  communicate  and 
work  in  a  team." 


Back  To  Adam  Smith 


P 


robably  the  signal  appeal  of  an  effective 
school-to-work  program  is  the  way  it 
delivers  on  its  promise.  Rather  than  an 
abstraction  —  such  as  "let's  develop  the  minds 


One  of  the  largest  teams 
at  the  Olympic  Games  does  not 
run,  swim  or  jump. 


While  this  team  may  not  be 
particularly  athletic,  its  training  requires 
the  same  precision,  dedication  and 
grueling  regimen  of  an  Olympic  athlete. 
It  is  the  team  of  Matsushita  engineers  and 
technicians  committed  to  help  broadcast 
more  than  3,000  hours  of  Olympic  events 
to  the  world. 

But  our  role  at  the  Olympic  Games 
goes  far  beyond  technological  support. 
As  Official  Broadcast  Equipment  and 
System  Supplier,  Matsushita  Electric  has 
joined  with  Clark  Atlanta  University  and 
Atlanta  Olympic  Broadcasting  to  create 
an  innovative  program.  Using  the  same 
Panasonic  digital  video  equipment  that 
will  capture  the  drama  of  the  Olympic 
Games,  some  1200  students  are  training 
in  the  hopes  of  becoming  part  of  the 
*4     broadcast  team  for  the 
Olympic  Games. 


Atlanta  1W6  "We're  more  than  a  sponsor, 
m  we're  part  of  the  team." 


IVIatsushita  Electric 


Panasonic  Technics  ciuasar 


This  innovative  program 
is  just  one  example  of  what 
Matsushita  means  when  we  say. 
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of  our  young  people"  —  it's  a  show-and-tell 
approach  to  which  Americans  are  enormously 
and  viscerally  attracted.  And  it  is  a  formulation 
that  fits  with  the  drastically  reorchestrated 
structure  of  American  society  as  it  moves  — 
or  stumbles  —  into  the  2 1st  century. 


Today,  there's  a  much  friendlier  attitude  o 
the  part  ot  students  toward  companies  —  an 
how  they  go  about  making  money  —  than 
there  was  in  the  '60s  and  '70s.  This  grows  oui 
of  the  awareness  that  there's  an  economic 
aspect  to  almost  everything  that  occurs  in 


'The  automaker 
traces  the 
improved  relations 
between  employ- 
ers and  educators 
partly  to  the 
drive  for  quality 
that  began  with 
the  Malcolm 
Baldrige  Awards,' 


\  ■  ■  ■ 

Case  In  Point 

What  Ford  Found  Out  About  the  Workplace 
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FAMS  IN  FOCUS:  /  o/v/V 
goiil  is  to  triiiu  students  iit  its 
Ford  Acadmiy  of  Miuntfac- 
tiiriiig  Sciences  (FAMS)  so 
they  are  technically  litertiie 
and  team  players  in  the  frlnhal 
workplace. 


r  e  re  getting  away 
from  the  idea  of 
repetitive  factory 
work,"  says  Marcus  Clarke, 
manager  of  external  and 
governmental  education  and 
training  at  Ford,  which 
supports  the  Ford  Academy 
of  Manufacturing  Sciences 
(FAMS).  "We  want  to  encour- 
age smdents  to  go  on  to  higher 
education 

—  a  two- 
vear  school 
ind  beyond 

—  if  they 
choose  to 
do  so. 
Everything 
we  do  in 
society 
now  has  a 
technical 
component. 
You  can't 
operate  a 

VCR  or  microwave  —  certainly 
our  cars  as  well  —  without 
the  processing  capabilities 
that  didn't  exist  not  long  ago. 
They  all  now  have  microchips." 

Clarke  did  a  major  study 
for  Ford  Motor  —  a  "future 
scan,"  as  he  calls  it  —  to  help 
better  define  job  requirements. 
The  project  took  him  around 
the  U.  S.  and  overseas  to 
Germany  and  Japan. 

Here's  what  he  concluded: 

■  Turning  out  a  good  product 
depends  on  teamwork. 


■  Every  worker  has  to  have 
some  technical  literacy. 

How  do  you  take  these  basics 
down  to  the  high  school  level? 
Here's  how  Clarke  sees  it: 

■  Students  need  more  hands- 
on  experience  with  math  and 
science.  Example:  a  science 
project  that  integrates  acade- 
mic study  with  experience  in, 
say,  a  Ford  plant. 

■  There  must  be  an  ongoing 
link  between  what  you  learn 
in  school  and  what  you'll  do 
in  a  career.  "How  does  school 
work  fit  into  the  real  world?" 
asks  Clarke.  "That's  the  defin- 
ition of  school-to-work." 

■  Teachers  need  reorientation 
so  that  they  run  classrooms 
the  interactive  way.  "Take  a 
biology  teacher,"  explains 
Clarke.  "We'd  say  biology  is 
basic  for  learning  about  the 
human  anatomy,  and  that  can 
lead  to  an  understanding  of 
the  ecology  of  our  vehicles  — 
how  humans  act  or  interact 
with  cars." 

Global  Perspective 

In  the  FAMS  program,  a  vari- 
ety of  things  merge  work  and 
study.  It  gives  teachers  an 
opportunity  to  spend  time  in 
industry  to  see  what  work  is 
really  like  and  how  high 
school  courses  can  relate  to  it. 
And  students  mix  summer 
work  with  classroom  studies, 
with  encouragement  to  "help 


others"  and  "to  go  back  and 
learn  more  if  they  want  to." 

FAMS  is  only  a  somewhat 
distant  cousin  of  the  appren- 
tice program  developed  by 
Siemens.  "We  follow  an  acad- 
emic model  with  roots  in  the 
United  States  —  it's  designed 
for  our  way  of  learning  and 
our  culture,"  says  Clarke.  "The 
Siemens  model  has  distincdy 
German  characteristics. 
Germany  has  always  made 
math  and  science  a  part  of  its 
culture.  The  Siemens  appren- 
tice program  seems  veiy 
focused.  It's  to  train  techni- 
cians to  build  and  service  the 
products  they  manufacmre." 

More  than  most  compa- 
nies. Ford  is  very  sensitive  to 
the  impact  of  global  opera- 
tions on  its  employment 
structure.  "Our  standard  of 
living  —  our  benchmark  —  is 
to  keep  competing  globally," 
says  Clarke.  "You  don't  com- 
pete as  much  in  services  as 
you  do  in  manufacturing  — 
services  usually  require  adap- 
tation to  very  different 
national  and  local  conditions." 

Ford  believes  that  the 
uneasy  relationship  between 
employers  and  educators  has 
improved.  It  traces  the  change 
pardy  to  the  drive  for  quality 
tfiat  began  with  the  Malcolm 
Baldrige  Awards. 

Says  Clarke,  "You  have  to 
turn  on  the  lights  in  the  heads 
of  the  high  school  students." 
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YOTA  TRAINING: 

Jciirs  iit  Aiitoiiiotii  j 
;/'  School  hi  Brooklyn 
-II  engineering  skills 
iiiij^h  the  Toyota  Technical 
luiiion  Network.  The 
iiihiker  has  T-Ten 
i^i  iims  up  and  running 
'II  schools  in  40  states. 


J<|  S  FORTHE  FUTURE: 

ntnio  Riivis,  who  noiv 
s  at  Brigham  and 
•an  V  Hospital  in  Boston, 
Mated  fro??/  English 
h  '  School  where  he  was  a 
Pi  hh  student.  The  progimii 
is  't  of  the  Boston  School- 
to  ireer  Syste?/!  supported 
l>y  e  city's  public  schools 
ar,  he  Boston  Private 
In  try  Council.  Boston  is 
on  F five  cities  that  are 
pa  if  Jobs  for  the  Future's 
Bt  miark  Co?nmiinities 
In  tive. 


society,  even  including 
the  merchandising  of 
art  and  culture. 

Ironically,  the 
decline  of  hostility 
between  educators 
and  employers  —  or 
students  and  companies 
—  comes  at  a  time 
when  corporations  are 
no  longer  security 
blankets,  ensuring 
cradle-to-gravc  employment  once  you're  on 
the  pa\Toll.  Now  there's  a  kind  of  unspoken 
truce  in  which  students  have  an  understanding 
of  corporate  nimbleness,  if  not  fickleness,  and 
companies  defensively  —  or  out  of  guilt  —  try 
to  train  and  develop  well-rounded  employees. 

Packaging  the  Product.  The  fact  that 
school-to-work  is  a  hot  trend  ultimately 
comes  down  to  Adam  Smith's  laws  of  supply 
and  demand.  In  a  1990's  formulation,  subscribed 
to  by  educators  and  employers  alike,  schools 
provide  a  "product"  —  educated  students  — 
while  companies  constitute  the  marketplace 
for  their  skills  and  talents.  If  the  two  are  out 
of  sync,  it's  not  much  different  from  the  case 
of  a  company  putting  a  product  on  the  market 
and  seeing  it  bomb  because  consumers  don't 
like  or  need  it. 

So,  harsh  as  it  may  sound,  school-to-work 


programs  are  only  as  good  as  the  guidance  they 
get  from  both  educators  and  employers.  That 
involvement  is  essential  to  make  sure  the  educa- 
tion establishment  is  producing  the  kind  of 
graduates  that  companies  find  desirable. 

"I  see  a  large  role  for  employers  in  school- 
to-work  programs,"  says  John  L.  Glendenin, 
chairman  of  BellSouth.  "We  need  to  be  an 
integral  part  of  a  system  that  keeps  curricula 
in  tune  with  the  workplace  and  eases  the  move 
of  young  people  from  school  to  jobs.  Employers 
and  educators  have  to  work  together  to  create 
the  kind  of  educated  workforce  that  can  carry 
the  nation  into  the  Information  Age." 

Skills  That  Siemens  Hones 

Albert  Hoser,  president  and  chief  exec- 
utive officer  of  U.S.  operations  for 
Siemens,  the  German  electrical  and 
electronics  giant,  is  a  big  fan  of  the  Siemens 
Apprenticeship  Program.  Guess  why?  That's 
where  he  began  his  career.  And  now  the  pro- 
gram, modeled  after  the  Genrian  concept  of 
getting  employers,  educators,  union  bosses,  and 
communit}^  leaders  together,  is  one  of  the  most 
admired  school-to-work  systems  in  the  U.S. 

Siemens  has  gone  about  combining  academic 
excellence  with  hands-on  factory  work.  Former 
principal  of  a  top  New  York  City  public  high 
school,  John  Tjbin  mastemiinds  Siemens' 
outstanding  program.  Here's  his  take  on  it: 
"We  embrace  the  empowered-worker 


"They've  asked  me  fiow 
to  feed  tFie  guinea  pig. 

They've  asked  me  how 
to  draw  a  dinosaur. 

But  today  a  student 
asked  me. 


into  a  remote  server? 


To  teach  our  kids 
the  skills  they  need,  our 
teachers  have  to  learn 
them  first.  It's  an  essential 
part  of  'Reinventing 
Education,'  our  initiative 
in  radical  school  reform. 

We're  providing  lund- 
ing,  technology,  and  ideas 
in  ten  school  districts 
that  are  committed  to 
structural  change. 

In  Philadelj)hia.  we're 
helping  to  develop  schools 
where  teachers  oh  serve 
and  are  ohserved  ijy 
master  teachers,  who  then 
hecome  their  ongoing 
electronic  mentors. 

Because  when  our 
teachers  can  get  the  most 
out  of  technology,  so  will 
our  kids. 


Solutions  for  a  smaU  planet " 


SPECIAL     ADVERTISING  SECTION 


NBEA  INACTION: 

Tony  Aiviird  'dinner 
Matthew  Broiierick,  stiirring 
on  Broadway  in  ''How  to 
Succeed  in  Business  Without 
Really  Trying, "  is  showing 
kids  ho2V  to  succeed  in  the 
real  world  by  pronioting 
attention-getting  business 
courses  sponsored  by  the 
National  Business  Education 
Association. 


concept,  but  put  it  in  the  context  of  skill  sets 
in  manufacturing. 

"We're  looking  for  workers  with  very 
broad  skills,  certainly  in  terms  of  teamwork, 
understanding  the  broad  organization,  grasp- 
ing the  details  of  manufacturing  from  the 
bottom  all  the  way  up  to  customer  service.  But 
it's  also  very  important  for  our  people  to  have 
some  hands-on  skills  that  they  can  perform 
to  a  standard." 

Worthless  Certificates.  "\Vliat  led  us  to 
all  this?"  says  Ibbin.  "Well,  supply  and  demand 
have  been  out  of  sync.  In  some  markets  we 
just  can't  find  employees. 

"For  example,  in  the  heart  of  Kentucky, 
Siemens  was  unable  to  get  precision  toolmakers. 
We  were  recruiting  them  from  Germany  and 
Switzerland.  Then  we  tried  hiring  Americans 
who  seemed  to  have  certain  skills  on  paper 
—  but  their  certificates  didn't  turn  out  to 
mean  anything. 


IW 
TO 


Take       .    to  understand  cash,  flow  and  credit  lines.  Take  to  understand  how  to  take  a  product  to 

market.  Take  .  '    and  you'll  know  the  numbors.  Take  for  "people  skllla."  Take 

and  you're  tnto  computers.  Take  to  understand  the  system.  Take  for  a  way 

of,  thinking.  Jake  and  you'll  succeed  In  any  future  you  choose! 

omtchr  to  youk  muusT  high  school,  eoiuot  oh  uNmKsim 


COLLEGE-BOUND  AT  GE:  A  big-impact  program 
largely  for  iuiier-city  and  poor  schools  in  so7ne  dozen  citi. 
from  Cincinnati  to  Durha?n.  Overseeing  it  is  General 
Electric  executive  vice-president  Frank  P.  Doyle,  who 
doubles  as  chainnan  of  the  board  of  Jobs  for  the  Future 

"We're  not  just  transplanting  the  German 
school-to-work  system,"  he  says.  "We've  adaptt 
it  to  American  conditions.  We  use  some  of  it 
best  practices.  Our  apprentices,  for  example, 
take  a  mid-term  and  final  exam  in  electrical 
communication  technology  and  precision  toe 
making.  And  we  always  make  our  programs  a 
steppingstone  to  a  university  degree. 

"You  can't  sell  American  parents  and  kids 
on  the  idea  of  entering  a  skilled-work  progra 
without  the  opportunity  of  getting  a  universi 
degree  —  not  alter  the  democratization  of 
education  50  years  ago  with  the  G.I.  bill.  The  .^^ 
may  not  go  to  the  university  level,  but  they 
have  to  have  that  option." 

"Siemens  has  a  boiler-room  through 
boardroom  philosophy  that  says  that  the  issu 
that  impact  on  our  business  affect  all  levels  o 
the  work  force,"  says  Tobin.  "That  includes 
management  education.  In  our  apprenticeshi 
and  other  training  programs  the  participants; 
rotate  through  all  the  jobs  on  the  floor.  That 
gives  them  a  good  logistical  picture  —  from 
production  to  support  services.  And  they  can  % 
go  to  a  university  and  come  back  to  us.  That:  liit,it 
a  much  better  engineer  than  one  with  just 
theoretical  talent. 

"Albert  Hosen  himself  demonstrates  that 
apprenticeship  isn't  a  deadend  position.  It's 
very  upwardly  mobile.  You  can  move  throug 
the  organization  to  the  highest  level." 

Factory  Floor.  "Teachers  teach  kids  to  li\ 
in  a  world  they  don't  really  live  in,"  says  Tobi 
going  to  the  bottom  line.  "It's  academic. 
It's  simulated.  So  we've  hired  teachers  to  coi 
work  for  us  during  the  summer  so  they'll 
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OF  YOURSELF,  ^kc  BUSINESS  EDUCATION. 
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Labor  Secretary 
Robert  B.  Reich 


How  To  Shape 
Education  to  Fit 
the  Workplace 

Since  becoming  Secretary  of 
Labor,  Robert  B.  Reich  has 
been  or.  the  road  as  much 
as  in  the  office,  observing  the 
interface  between  education  and 
work  in  dozens  of  communities. 
Here  are  his  thoughts. 

Q.  Is  there  a  mismatch  between 
ducation  and  jobs? 

It's  not  a  good  fit.  We  have  one  of 
he  best  systems  of  higher  education 
)ut  one  of  the  worst  for  getting 
'oung  people  from  school  to  work. 

5.  What's  wrong  with  K- 1 2 
ducation  these  days? 

W.  All  too  often  our  schools  replicate 
he  production  system  developed 
luring  the  industrial  revolution, 
eople  move  through  school  just  like 
product  on  an  assembly  line.  We 
reat  students  the  way  we  do  a 
lachine-made  product..  Periodically, 
ou  take  samples  to  see  whether  there 
re  any  errors  or  mistakes.  And  if  the 
roduct  doesn't  have  everything  you 
'ant,  it  goes  back  to  an  earlier  point 
n  the  assembly  line.  Doesn't  that 
)und  like  a  lot  of  today's  schooling? 

>.  Why  is  the  school-to-worl<  move- 
lent  so  popular  these  days? 

It's  taken  off  because  it  works, 
.gain  and  again,  as  I  travel  around 
le  country,  young  people  who  are  in 
mger  of  dropping  out  -  or  are  sim- 
-y  bored  -  describe  to  me  in  glowing 
i  rms  how  much  they're  learning  in 
l  ese  programs. 


Q.Are  school-to-work  programs 
the  magic  answer? 

A.  Let's  not  ask  too  much  of  these 
programs.  We're  dealing  with  eleventh 
and  twelfth  graders.  We  want  to 
enrich  classrooms,  open  the  eyes  of 
the  young  to  a  world  where  fewer  and 
fewer  jobs  involve  routine  work. 

Q.  On  a  reality  check,  just  what 
should  school-to-work 
programs  do? 

A.  They're  not  going  to 
get  at  all  the  skills  you 
need.  The  most  impor- 
tant goal  is  learning 
how  to  learn.  Identifying 
how  to  get  information. 
Learning  how  to  assim- 
ilate new  knowledge. 
Figuring  out  central 
problems. 


Q.  When  you  say  that, 
are  you  thinking  of  the 
global  marketplace? 

A.  No,  not  necessarily  a  highfalutin 
multinational  situation.  The  challenge 
to  a  worker  may  be  in  a  mundane 
part  of  the  Ainerican  service  economy. 
I've  seen  retail  workers  who 
understand  the  complexities  of  the 
merchandise  they're  selling  and  help 
guide  consumers.  Why,  some  of  the 
salespeople  at  Home  Depot  act  like 
consultants,  interviewing  customers 
to  determine  their  exact  needs  and 
then  making  recommendations. 

Q.  What's  the  advantage  of  a  college 
education  today? 

A.  Your  chances  of  landing  a  good 
job  are  higher.  A  bachelor's  degree 
provides  a  kind  of  Good  Housekeeping 
Seal  of  Approval.  It's  an  assurance 
that  this  person  has  mastered  certain 
minimal  communications  and  math 
skills.  By  attending  college,  students 
also  make  a  lot  of  contacts. 


Zigzag  Career  Paths 

Q.  is  there  a  straight  route  between 
school  and  work? 

A.  No.  Some  students  move  into  a 
job,  then  go  back  to  school,  then  get 
corporate  training  -  and  then  after 
working  they  might  even  decide  to  go 
the  full  route  through  a  two-year  or 
four-year  college.  The  road  has  more 
choices,  more  detours. 

Q.  is  school-to-work 
just  vocational 
education  with  a 
new  label? 

A.  It  removes  the  old 
barrier  between  acad- 
emic and  vocational 
education.  Ultimately, 
this  kind  of  learning 
is  for  all  young  peo- 
ple. When  it's  work- 
ing right,  the  school 
and  job  are  integrated 
—  the  mentor  knows 
what  the  teacher  is  teaching. 


LABOR  SECRETARY  REICH: 

'The  ?>/ost  mipoitiint  goiil  is  karniiig 
how  to  learri. ' 


Q.  And  the  kids  are  more  motivated? 

A.  In  New  York  City  I  met  a  bunch 
of  students  in  a  high  school  in  West 
Harlem  —  mostly  African-American 
and  Dominican  kids.  They  were 
working  with  a  phone  company  - —  I 
think  it  was  Nynex  —  and  a  hospital. 
And  what  they  were  learning  in  the 
classroom  began  to  come  alive  on  the 
job.  They  saw  how  biology  had  a  bear- 
ing on  a  job  as  a  health  technician. 

Q.  is  school-to-work  useful  mostly 
for  encouraging  inner-city  kids? 

A,  It's  not  just  for  disadvantaged 
students.  I'm  convinced  it  works  for 
almost  everybody. 

Q.  Doesn't  the  new  emphasis  on 
skills  training  inhibit  the  develop- 
ment of  creative  minds? 


You'd  think  getting  a  bunch  oF  teenagers  to  study  engineering  in  their  free  time  wo 
be  impossible.  But  Al  Ware,  of  General  Motors'  Vehicle  Launch  Center,  helped  get  5, 
students  enrolled  in  the  Detroit  Area  Pre-College  Engineering  Program  this  year  Tl 

take  PiC\\iancpci  <;rif»nrf»  PinH  mpihh  rr>iir<;«^«:  Thf»u  Hn  f»rnjinf»*^rina  nrni<art-<;  liUf^  hiiil 


I  ll-scale  moveable  car  entirely  from  paper.  And  they  learn  they  can  solve  just 
t  ut  any  problem  they  set  their  minds  to  solve.  Al  says,  "The  more  we  put  into 
1  community,  the  more  we'll  get  out  of  it."  He's  right.  Because  some  former  teen- 
£  s  he  inspired  are  designing  better  automobiles  at  GIVl  today. 
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A.  We  can  get  geniuses  out  of  a  school - 
to-work  system.  As  I've  observed 
around  the  country,  many  extremely 
bright  students  find  their  studies 
enlivened  —  and  made  much  richer 
and  more  exciting  —  by  seeing  real 
world  applications. 

Knowledge  Workers 

Q.  Who's  this  knowledge  worker 
you've  written  and  spoken  about? 

A.  The  nature  of  work  these  days  is 
such  that  you  have  to  identify  and 
solve  complex  problems.  More  and 
more,  you  have  to  work  with  symbols 
—  math  symbols,  software  icons,  lan- 
guage symbols.  The  modern  worker 
has  to  rearrange  symbols  to  find  the 
solutions  to  problems. 

Q.  Would  you  bring  that  down  to 
earth? 

A.  Even  cashiers  on  checkout  lines 
have  a  computer  to  provide  a  data- 
base and  tell  them  what  to  reorder. 
They  become  inventory  managers. 
There's  some  judgment  required. 

Q.  Doesn't  technology  make  many 
jobs  obsolete? 

A.  It  can  either  reduce  or  expand 
work.  In  some  cases,  technology  has 
eliminated  jobs.  But  I've  also  seen 
technology  enhance  the  jobs  of  work- 
ers who  hold  down  fairly  menial  posi- 
tions. They  have  more  choices,  more 
decision-making. 

Q.  If  there's  more  empowerment, 
how  does  an  independent-minded 
worker  get  along  on  a  team? 

A.  The  abihty  to  work  constructively 
with  others  will  be  one  of  the  most 
important  qualities  of  jobs  in  the  2 1st 
century.  The  lone  inventor  or  entre- 
preneur is  increasingly  a  thing  of  the 
past.  Any  product  you  look  at  is  a  con- 
sequence of  a  group  of  people  sharing 
their  knowledge  and  insights.  Even  the 
assembly  line  is  giving  way  to  teams. 

Q.  Are  bright  individuals  too  com- 
petitive to  be  cooperative? 


A.  Scientists  —  to  take  one  example  — 
work  in  teams  and  have  brainstorming 
sessions.  Today  no  single  person  has 
all  the  knowledge,  all  the  answers. 

Q.  Don't  you  have  to  be  a  quick 
study  to  be  successful  in  this  new 
work  environment? 

A.  Yes.  Over  the  past  50  years  there's 
been  a  shift  in  demand  in  favor  of 
workers  who  can  learn  quickly  on  the 


BRIGHTER  FUTURE:  Jonathan  Boggs,  who 
has  taken  electronics  in  the  High  Schools  That 
Work  progra?n,  can  smile  about  the  skills  he 
has  leamed  and  a  career  that  lies  ahead. 


job  -  and  against  those  who  are  learn- 
ing how  to  learn.  A  large  portion  of 
the  work  force  is  simply  unprepared 
to  continuously  learn  on  the  job.  And 
their  wages  have  been  declining. 

Gold-Collar  Winners 

Q.  Is  the  two-tier  work  force  —  blue 
vs.  white  collar  —  disappearing? 

A.  It's  neither  blue  collar  nor  white 
collar.  Now  you  have  gold  collars 
and  —  well  —  frayed  collars.  You're 
a  top  professional,  someone  who's 
doing  better  and  better,  or  a  ft-ayed- 
coUar  worker  who  doesn't  have  the 
learning  skills. 

Q.  Aren't  we  asking  too  much  of 
students? 

A.  You  can't  be  trained  to  perform 
repetitive  tasks  when  what's  routine  is 


being  computerized  or  farmed  out 
around  the  world  to  lower-cost  coun- 
tries. The  gap  between  the  highest 
paid  20%  of  workers  and  lowest  paid 
is  now  the  widest  ever. 

Q.  Do  other  countries  have  school- 
to-work  systems  worth  copying? 

A.  Be  wary  of  borrowing  abroad. 
They  develop  institutions  that  aren't 
easily  transplanted  to  our  soil.  There 
are,  of  course,  some  ideas  we  can 
remake  in  our  own  uniquely 
American  tradition.  The  German 
system  is  a  good  example. 

Q.  How  do  you  measure  education 
accurately? 

A.  One  of  the  best  initiatives  in  ; 
bringing  educators  and  employers 
together  is  the  new  effort  to  set  skill 
standards.  It's  very,  very  important. 
And  it's  taking  off  like  wildfire. 

Q.  How  broad  is  the  school-to-work 
movement  among  employers? 

A.  Many  companies  are  starting  —  or 
expanding  programs.  I  think  the  best 
ones  are  explicitly  linked  to  excellence 
in  the  classroom  —  not  just  training 
on  a  job.  And  the  best  ones  offer 
young  people  an  opportunity  for 
building  additional  skills  later  on  in 
their  career. 

Q.  How  do  the  funds  authorized 
under  the  School-to-Work  Act  find 
their  way  to  programs? 

A.  With  relatively  few  dollars  of 
seed  money,  we've  created  a  highly 
leveraged  way  of  funding  effective 
programs.  Local  communities  are 
putting  their  own  money  and 
resources  into  the  hopper.  The  idea 
of  highly  leveraged  funds  is  working 
very  well.  It  may  be  a  new  kind  of 
federalism. 

Q.  What  would  help  the  most  right 
now  to  get  programs  going? 

A.  Employers  must  be  more  actively 
involved. 


Our  position,  word  by  word. 


At  Philip  Morris,  we  believe  that  adults  have  a  right 
to  choose  whether  or  not  to  smoke. 

But  we  also  believe  that  minors  should  not  smoke. 
These  two  issues  —  preserving  the  right  of  adults  to  make 
personal  choices  and  preventing  minors  from  having 
access  to  cigarettes  —  are  equally  important.  But  they 
should  be  addressed  separately.  It's  important  to  maintain 
a  balanced  view  so  both  issues  get  the  attention  they  deserve. 

For  instance,  our  recently  launched  initiative, 
Action  Against  Access,  is  one  of  the  most  comprehensive 
programs  ever  introduced  to  prevent  minors  from  having 
access  to  cigarettes.  We  are  confident  that  this  program  will 
make  a  difference. 

On  the  other  hand,  we  will  continue  to  vigorously 
support  the  right  of  adults  to  make  personal  choices. 

Our  position  is  that  the  issue  of  youth  and  cigarettes 
should  not  be  used  to  curtail  the  freedom  of  those  adults 
who  choose  to  smoke. 

It's  important  to  prevent  minors  from  having  access  to 
cigarettes.  But  it's  just  as  important  to  respea  the  rights  of 
adult  smokers  and  nonsmokers  to  make  individual  choices. 


PHILIP  MORRISUS  A 


We  want  you  to  know 
where  we  stand. 


o 


Facts  Matter 


In  June  of  ihis  year,  Philip  Morris  voluntarily  stopped  distributing  free  samples  of  all  its  cigarette 
brands  in  tfie  United  States  as  part  of  its  Action  Against  Access  program. 
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McMANAGEMENT: 

/:,'(/  A'lV/x/,  pirsiilciit  iiuJ 
CEO  of  McDoiiiiUrs  U.S.A., 
visits  with  students  who  are 
paiticipiitiiig  in  McDoiiiikfs 
Youth  Apprcntia'ship  pro- 
gram. The  four-year  course 
will  put  some  4,  000  young 
people  on  a  fast  track  to  a 
management  career  in  one 
of  the  nation  V  burgeoning 
sere  ice  industries. 


'Expect  more  from 
young  people,' 
says  Bottoms. 
'We  found  that 
40%  finished  high 
school  without 
doing  much  work.' 


ZENITH  ZEROES  IN: 

Students  at  Grayslake 
Cofiimunity  High  School  in 
Grayslake,  halfway  between 
Chicago  and  Milwaukee, 
leani  computer  and  other 
high-tech  skills  on  'machines 
provided  by  Zenith  Data 
Systems. 


understand  the 
applications  on 
t  he  factory  floor 
and,  in  turn, 
create  more  real- 
istic ciirricuhims 
in  school. 

"We  have 
I  mly  a  few  rea- 
sons tor  doing 
all  this  training. 
One  is  we  need 
strategically 
trained  people  to 
meet  global 
competition.  Secondly,  we've  got  to  reduce 
our  recruiting  costs.  We  have  all  the  horror 
stories  of  the  immense  expense  and  time 
involved  in  hiring.  Lee  Doyle  at  BellSouth  put 
out  a  brochure  with  horror  stories.  I'll  tell 
you!  We  have  all  the  same  stories." 

Do  they  do  it  better  —  or  just  differently 
—  overseas?  Ciene  Bottoms,  who  heads  the 
Southern  Regional  Education  Board  in  Atlanta 
and  the  "Fligh  Schools  That  Work"  program, 
recendy  visited  Ciennany,  Sweden,  and  Denmark 
with  a  "team  of  folks,"  including  state  legisla- 
tors, communitv'  college  administrators,  and 
corporate  e.xecutives. 

"What  I  saw,"  he  says,  "was  almost  a  parody 
of  the  consensus-making  process.  Employers 
and  educators  are  so  involved  with  each  other 
that  one  can't  override  the  other.  Every  time 
it's,  'You  gotta  sit  down  and  work  this  through." 

Defining  Moment.  How  do  those  three 
countries  define  work? 

"They  build  a  framework  and  standards  — 
managers,  workers,  educators  —  for  the  modern 
workplace.  Not  narrow  standards,  but  ones  that 
include  ijualiu  —  intellectual  as  well  as  technical. 


Case  In  Point 

At  Apple,  Information 
Workers  are  Icons 


s 


ince  I  was  in  school,  there  have  been 
fundamental  changes  in  the  work- 
place," says  Terry  Crane,  general 
manager  and  vice-president  of  Apple's 
Education  Division,  which  "bundles"  together 
programs  to  teach  business,  computers,  and 
other  real-life  subjects  to  high  school  stu- 
dents. "The  skills  my  daughter  Kristana 
needs  are  completely  different  from  what 
mine  were.  And  I  now  carry  a  cellular 
phone  and  computer  to  keep  in  touch  with 
the  work  world." 

Mobile  Technology 

"HTiat's  startling  is  the  mobility  of  technol- 
ogy," Crane  goes  on  to  say.  "We're  all  in  a 
mobile  work  force-networking,  using  great 
graphics  and  multimedia  systems,  accessing 
databases.  I  wouldn't  disagree  with  Labor 
Secretary  Reich's  formulation.  Everyone  — 
factory  worker,  blue-collar  worker,  white- 
collar  worker  —  will  have  to  be  a  knowl- 
edge worker.  Even  in  an  automated  factory, 
the  data  and  details  for  making  repairs  are 
on-line,  available  to  even'one." 

School-to-Home  Links 

"What's  going  to  drive  the  new  kind  of 
education  is  the  convergence  of  industries. 
Computers  used  to  be  out  there  doing 
stand-alone  things.  Now  with  mergers  and 
buyouts  —  combining  telecom,  computers, 
broadcasting,  and  publishing  companies  — 
there  are  going  to  be  new  players  and  new 
jobs.  Some  will  be  in  homes  where  more 
and  more  people  will  be  working." 

A  Jolt  from  the  Blue 

Crane's  main  complaint:  the  lack  of  money 
to  educate  kids  for  the  new  cyberspace 
they'll  occupy  in  the  21st  century.  "Schools 
are  ready  to  make  changes,"  she  says  opti- 
mistically. "But  the  funding  is  coming  too 
slowly  and  assigned  too  carefully. " 

What's  required?  "When  the  Russians 
lofted  Sputnik  in  the  Eisenhower  era,  we 
recognized  we  were  behind  in  science  and 
math.  It  takes  that  kind  of  jolt  today  to  get 
major  educational  programs  going." 


Saluting  A  Partnership Tnat 
Will  Affect  GenerationsTb  Come. 


BELLSOUTH  VOLUNTEERS 


BellSouth  is  proud  to  salute  Telephone  Pioneers  of  America  and  Junior  Achievanait, 
Inc.  as  they  join  togethain  a  mission  of  great  importance.  Beginning  this  year, 
these  two  organizations  will  work  together  to  help  broaden  the  education  of  elemmtary  school  childrm 
across  the  continmt. 

With  850,000  members.  Telephone  Pioneers  of  Amaica  is  the  largest  industry-related 
voluntea  orgarrization  in  North  Amaica  arid  has  been  actively  involved  in  commwrity  service  sirrce 
1911.  In  workirtg  with  Junior  Achievement,  Inc.,  these  volunteas  will  bring  their      a  j^j^Jqj. 
work  experimce  directly  into  classrooms  all  across  North  Amaica.  The  Piorieas  Achievement' 
in  BellSouth's  nine-state  area  alone  will  dedicate  over  1  million  hours  of  community  service  each  year 
to  this  all-important  partriership.  With  that  kind  of  voluntea'  muscle,  we  lookfory^ard  to  having 
a  very  positive  impact  on  gaierations  to  come. 


BELLSOUTH 


1995  BellSouth  CCTpjrotoi 


Keqiing  You  Ahead  Of  The  Game"" 
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Sampling  Some  Top 
Corporate  Programs 

No  two  corporate  programs  are  exactly 
alike.  Here  are  a  dozen  worth  examining. 

Kid  Witness  News  by  Matsushita: 

Having  fun  while  learning.'  Try  the  'Kid 
Witness  News'  program,  now  barreling 
along  in  more  than  200  schools  in  about 
75  American  cities.  "The  kids  —  mostly 
underprivileged  or  from  minorities  — 
write,  create  and  produce  TV  shows,"  says 
the  program's  founder,  Justin  Camerlengo. 
"In  essence,  they  become  a  TV  production 
unit.  The  whole  idea  is  to  help  youngsters 
build  self-esteem.  'We  just  give  schools  the 
basics  —  studio  equipment,  teaching 
materials,  and  some  guidelines." 

General  Motors'  GMYES:  "There's  a 
significant  disconnect  between  schools 
and  work  right  now,"  says  Donald  I.  Gray, 
director  of  the  automaker's  brand-new 
GMYES  program.  "Our  mission  is  to  pro- 
vide a  source  of  entry-level  techni- 
cians for  GM  dealerships.  We're 
earmarking  some  10  schools  from 
Oklahoma  to  California  for 
starters,  and  we'll  roll  out  20  more 
next  year"  What  sparked  this.' 
"Bad  stereotypes.  One  is  the  par- 
ent who  sees  a  child  as  a  mechanic 
on  his  back  on  a  creeper  taking  out 
engines.  The  problem  these  days 
aren't  engines  but  engine  controls 
and  diagnostics.  Our  mechanics  are 
now  technicians  in  a  very  real  sense." 

Reinventing  Education  at  IBM: 

Taking  off  from  the  title  of  the 
seminal  book  by  chairman  and  chief 
executive  Lou  Gerstner  Jr,  the 
year-old  program  provides  grants  for 
cities  and  states  such  as  Vermont  and 
West  Virginia  that  use  technology  in  new 
and  creative  ways.  "We're  not  just  putting 
the  latest  and  greatest  PC  on  someone's 
desk,"  says  an  IBM  spokesperson.  "Lou 
Gerstner  has  called  for  a  massive  overhaul 
of  our  nation's  schools.  This  new  program 
involves  grants  to  rethink  how." 

Toshiba/ NSTA  Explora Vision  Awards: 

It's  the  world's  largest  K- 1 2  science 


competition,  backed  by  the  Japanese 
portable-computer  maker  and  the 
National  Science  Teachers  Association. 
Students  select  a  current  technology  and 
imagine  what  it  might  be  like  in  20  years, 
conveying  their  vision  through  a  descriptive 
essay  and  storyboard.  Example.'  A  com- 
puterized toothbrush  with  a  tiny  screen 
in  the  handle  to  tell  you  if  you  have 
any  cavities. 

Academy  of  Travel  &  Tourism:  It's 
one  of  the  most  successful  offshoots  of 
the  National  Academy  Foundation  with 
branches  at  64  public  schools  in  16  cities. 
Its  goal  is  right  on  —  training  young  people 
to  work  in  the  global  travel  marketplace,  a 
significant  economic  part  of  the  growing 
service  sector  Says  Linda  Paresky,  senior 
vice-president  of  American  Express,  who 
works  closely  with  East  Boston  School:  "I 
had  a  senior  this  year  who  didn't  think  she 
was  even  going  to  graduate  —  and  now 
she's  off  to  college." 


ACADEMY  OF  TRAVEL  &  TOURISM:  J,///ni 
Pt/?kston,  a  st'iuo7\  iiitenu'd  iit  Ainenciiu 
Express  with  irimtor  George  Dollar  of  Gold 
Card  Account  Services  here  looking  on. 
Equally  successful  is  the  1 3-year-old  Academy 
of  Finance,  led  by  Sanford  I.  Weill,  chairman 
and  cm  of  The  Travelers  Group 


Cruise  Controls  at  Zenith:  "We're 
offering  solutions  to  schools  —  not  just 
equipment  or  a  product,"  says  Lisa  Collins 
of  Zenith  Data  Systems.  Since  last  May 
the  company  has  been  providing  schools 


with  its  CruisePad,  a  wireless  device  that 
acts  like  a  keyboard  and  monitor  to  access 
a  host  PC  filled  with  educational  data. 
Very  clever  —  and  handy  for  teachers  who 
are  walking  around  a  classroom,  helping 
students  get  their  work  done. 

Lockheed  Martin's  Academy:  Of  new 

workers  entering  the  labor  force  by  the 
year  2000,  only  1 5%  will  be  white  males. 
Couple  that  with  the  demand  for  young 
people  with  math  and  science  skills  — 
only  \%  of  American  high  school  students 
for  example,  study  calculus  —  and  you 
can  see  why  one  of  Lockheed  Martin's 
main  support  programs  is  the  Academy 
for  Teachers  of  Science  and  Mathematics, 
held  every  summer  on  the  campus  of  the 
University  of  Tennessee. 

Other  noteworthy  programs: 

Chrysler's  World  of  Work,  a  "job 
ready"  program  that  helps  K-12  students 
solve  problems,  \/vork  on  teams,  commu- 
nicate better,  and  get  ahead. 

Boeing  Tech  Prep  Program, 

which  emphasizes  quality 
improvement,  team  building,  man- 
agerial skills,  and  adaptability  to 
changing  technology.  |f 

Lincoln-Douglas  Debates, 

%  sponsored  jointly  by  Lincoln  Life 
Si  and  the  National  Forensic  League, 

which  sharpen  the  ability  of  high-  , 
"  school  students  to  communicate   I  m 
by  staging  speech  contests  —  \M 
inspired,  of  course,  by  the  famous 
debates  between  attorney 
Abraham  Lincoln  and  Senator 
Stephen  Douglas  in  1858. 

I 

Diploma-based  Performance,  an  inter- 
active program  of  core  courseware  — 
developed  by  Josten  Learning  —  for  at- 
risk  and  more  fortunate  students  who 
need  to  learn  reading,  writing,  math,  and 
science  in  K-12  classes. 

The  Arco  Foundation,  a  strong  supporterli 
of  LEARN  (Los  Angeles  Education  Alliance  I 
for  Restructuring  Now)  and  other  programs 
nationwide  designed  to  close  the  gap 
between  education  and  the  workplace. 
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START  WITH  THIS  BOX 
AND  YOU  CAN 
THINK  OUTSIDE  ANY  OTHER. 


I  Introducing  the  Z-NOTE®GT, 
an  advanced  performance 
notebook  PC,  optimized  for 
multimedia.  With  endless  features 
and  the  power  of  Pentium*  processors, 
the  Z-NOTE  GT  gives  your  company  the 
tool  to  do  anything  you  can  imagine. 
Sales  presentations  fly  with  hardware  MPEG  support  which  allows 
for  30  frames  per  second,  full-motion  video  playback.  Graphs  and 
charts  pop  in  high-resolution  color  on  oversized  11.3"  SVGA  displays 
(select  models).  And  the  power  comes  from  where  you  need  it 
with  our  ingenious  SmartBay  which  lets  you  swap  CD-ROM  for 
FDD  for  optional  2nd  HDD  for  optional  2nd  battery.  All  told,  the 


SmartBay 
Swappable  CD-ROM+FDD 
+2nd  IIUD+2nd  Ballery* 


Z-NOTE  GT  is  the  multimedia  solution  for  your  company  Because 
you've  never  seen  a  notebook  computer  that  can  take  you  so  far 

Specifications  

75  orQOMHz  Pentium  processor,  PCI  Bus  architecture, 
Videographics  accelerator,  8-40MB  RAM,  810MB/1 .3GB 
HDD,  Swappable  CD-ROM/FDD/optional  2nd  HDD/ 
optional  2nd  battery,  10.4  '  and  11.3"  TFT  SVGA  and 
1 1 .3"  DSTN  SVGA  displays.  Extended  battery  life  with 
NiMH  or  Lithium  Ion,  Designed  for  V^/indows  95,  NTSC/PAL 
video  out  for  TV  connect,  1  Type  11  and  I  Type  111  PC  Card  slots. 
Optional  hardware  MPEG  support 


The  iudustry's  first  H.3"TFT5VGA  displty  and  internal  hardware  UPCG  (optional). 


Pentium 


Designed  for 

Q 

Microsoft^ 
Windows*95 


1-800-289-  1279  Ext.  5749 

http://www.zds.com 


Zenith  i 

DATA  SYSTEMS  IS 
Make  The  Connectiorr 


d  trademark  of  Imel  CowJralior  Windows  ,s  a  regisieKi  mdema*  of  Microsoft  in  tf,e  iJ.S  and  oltier  coNntrierSpedfications  are  subiect  !o™ee 
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WINNING  AT  SIFE:  In  the 

hot  mnpetitioii  imiong 
Students  hi  Free  Enterprise 
(SIFE)  held  each  year,  the 
tea?n  from  La  Sierra 
University  in  Riverside, 
California  won  first  place  as 
1995  International 
Champions  —  with  corporate 
chieftains  cheering  its  grasp 
of  business  fundamentals 
at  an  awards  cerejnony  in 
Kansas  City,  Missouri. 


'Europeans  blend 
work  and  learning 
without  much 
fuss  —  as  though 
it  were  a  perfectly 
natural  way 
of  educating  the 
young.' 


"Those  countries  are  a  little  different  from 
each  other,"  says  Bottoms.  "Germany  still 
organizes  work  around  some  300  occupations, 
from  banking  to  automotive  service.  In  Demnark 
there  are  around  85  standards.  In  Sweden  they 
have  it  down  to  14  standards." 

All  along  the  route  the  delegation  found  that 
Europeans  by  American  standards  blend  work 
and  learning  without  much  fuss  —  as  though 
it  were  a  perfectly  natural  way  of  educating 
the  young.  This,  mind  you,  on  a  continent 
that  puts  intellectual  achievement  on  a  high 
pedestal.  It  is  simply  not  demeaning  to  mix 
practical  matters  with  the  pursuits  of  the  mind. 

"In  Germany,"  Bottoms  recalls,  "we  spent 
some  time  at  a  major  bank.  The  managing 


BELLSOUTH  AS  BELLWETHER:  In  DeKalb  C 
Georgia,  the  telecommunications  giant  is  a  leader 
helping  students  kam  skills  to  build  careers. 
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Case  In  Point 

Motorola  Tells  It  Like  It  Is 


The  trouble  we've  found 
is  that  schools  were 
designed  for  the  '40s 
and  '50s,"  says  Margot  Brown, 
director  of  external  commimi- 
cations  at  Motorola.  "Factories 
now  require  skills  that  go 
beyond  what  schools  provide. 
We're  looking  for  the  engi- 
neers of  tomorrow  —  people 
who  can  think  critically  and 
solve  problems." 

Productivity  Push 

iMotorola's  commitment  to 
school-to-work  goes  back 
to  the  mid-'80s  when  the 
company  was  trying  to  decide 
whether  to  build  a  second 
cellular  phone  plant  here  or 
overseas.  What  kind  of  pro- 
ductivity would  it  get  from 
the  new  plant  design?  Did 
Motorola  have  the  "skill  sets" 
among  its  workers?  "We  tested 
some  of  our  employees," 
Brown  recalls.  "They  didn't 
do  too  well  by  it.  Then  we 
began  looking  at  the  quality 
of  culture  right  here  in 


America.  We  went  right  into 
the  school  systems  in  Illinois, 
Florida,  Texas,  Arizona,  and 
Massachusetts  —  states  where 
we're  heavily  involved  —  and 
worked  closely  with  educa- 
tors. We  provided  them  with 
the  industry  requirements  of 
the  '90s." 

Blood  Transfusion 

Since  1990  Motorola  has  had 
a  long-term  educational  pro- 
gram that  begins  at  the  ele- 
mentary level.  Ed  Bales, 
director  of  external  education 
systems,  maps  out  courses  in 
collaboration  with  schools 
that  can  —  and  are  willing  to 
—  change  their  curriculums. 
"It's  enlightened  self-interest," 
he  says.  "We're  not  doing  this 
to  cure  all  the  social  ills  in  the 
country,  but  to  be  sure  we 
have  enough  engineers  20 
years  out.  It's  the  lifeblood  of 
our  company." 

Think  Teams 

Motorola  starts  with  District 


Leadership  Learning  Teams. 
And  they  build  curriculums 
from  the  ground  up. 

"What  we  do  is  identify  all 
the  people  in  a  school  com- 
munity who  have  something 
to  do  with  the  total  system  — 
it  could  be  parents,  grandpar- 
ents, teachers,  administrators,'! 
says  Brown.  "We  get  them  to 
work  together  as  a  team. 

"A  lot  of  schools  still  have 
kids  learn  by  memorization 
rather  than  understanding. 
But  we  treat  them  like  indi- 
viduals who  can  think  for 
themselves." 

Under  Motorola's  tutelage 
teenagers  grapple  with  real 
business  problems  presented 
to  them  on  videotape.  For 
example,  they  recently  took  a 
shot  at  helping  Motorola  set 
up  its  Iridium  satellite  consor- 
tium, aimed  at  refining  global 
communications.  Which 
Latin  American  countries 
should  be  invited  into  the 
consortium?  Several  student 
teams  researched  the  issues, 
then  made  their  presentations 
which  proved  to  be  surpris- 
ingly sophisticated.  Says 
Brown,  "It  was  positively 
amazing  to  watch!" 


Consider  Those 
Who  Walked  In  These  Shoes 


By  doing  just  that,  785,000  students  from  all  walks  of  life  have  learned  about  the  dangers  of  racism  and 
indifference  that  the  Holocaust  teaches  us.  At  the  United  States  Holocaust  Memorial  Museum, 
these  shoes,  now  silent  witnesses  to  the  victims  who  wore  them  until  moments  before  their  deaths, 
teach  a  powerful  lesson  about  the  importance  of  individual  responsibility  in  our  pluralistic  democracy 

Museum  programming  is  funded  througii  private  contributions  to  the  Education  &  Remembrance  Fund  from  individuals 
foundations,  and  corporations.  For  more  information  please  call  (202)  488-0439. 

For  information  about  educational  resources  call  (202)  488-2661  or  contact  us  by  e-mail:  education@ushmm.org 
To  schedule  a  group  visit  fax  your  request  up  to  one  year  in  advance  to  (202)  488-2606. 

UNITED  STATES  HOLOCAUST  MEMORIAL  MUSEUM 

100  Raoul  Wallenberg  Place,  SW  ■ 
Washington,  D.C.  20024-2150 


Paid  for  by  friends  of  tlie  United  States  Holocaust  Memorial  Museum. 
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SIEMENS  PARTNERSHIP: 

Biiny  Blysiuiif,  director 
of  trniiiiiig  iind  drcelopment 
at  the  company's  North 
Caroline  subsidiary  near 
Raleigh,  works  with 
'apprentice'  Zeltina  O'Neil 
to  help  upgrade  her  skills. 
The  Siernens  pivgr-am 
includes  ?nentoring,  intern- 
ships, career  planning,  and 
rcen  going  on  to  college. 


director  and  three  of  the 
vice-presidents  were  gradu- 
ates of  the  bank's  appren- 
ticeship program.  Out  of 
some  400  appHcants,  each 
year  the  bank  takes  about 
80.  They  rotate  through  all 
the  jobs  —  with  an  ovenievv 
the  first  year  and  then 
specialization  the  second." 

Career-bound  Youth. 

In  the  "High  School  That 
Works"  program  that  Bottoms  has  promoted 
in  20  states,  students  focus  on  math,  science, 
and  problem-solving. 

In  the  program's  prescription  for  a  smooth 


school-to-work  transition  are  10  basic  points 
.\mong  the  most  important: 

■  Expect  more  from  young  people.  "We 
found  that  40%  finished  high  school  without 
doing  much  work,"  says  Bottoms.  "Tv^jically, 
they'd  say,  'I  went  to  high  school  because  my 
friends  were  there.'" 

■  Upgrade  vocational  classes.  Do  real, 
authentic  things.  "Give  them  tough  problem 
to  think  through,"  says  Bottoms. 

■  Drop  every  "basic"  course.  Go  for  more 
applied  learning,  more  project  learning. 

"High  performance,"  says  Bottoms, 
invoking  the  benchmark  words  so  often  used 
in  school-to-work  discussions.  "It's  gotta  be 
for  even  bodv."  ■ 


Case  In  Point 

Virginia  Beach:  Wired  Playground 


'After  I  I  kids 
had  gone  through 
his  computer 
program,  Pat 
took  calls  from 
admirers  in  1 6 
states  and  three 
countries  who 
wanted  to  know 
how  to  create 
clones.' 


For  a  textbook  case  of 
bringing  schools  up  to 
speed  in  tandem  with  the 
work  demands  of  the  1990's, 
listen  to  Dr.  Pat  Konopnicki, 
a  school -to- work  evangelist 
whose  flock  includes  80  public 
schools  and  76,000  students 
in  the  Virginia  Beach  area, 
including  the  U.S.  Navy's  base 
in  Norfolk. 

Quality  Kick 

"When  students  come  through 
our  programs,  they're  employ- 
able an\-where,"  he  says.  "They 
have  an  edge  up,  thanks  to  the 
parmership  we've  developed 
with  Compaq,  Novell,  and  a 
local  company,  Electtonics 
Systems.  WTiat  we  call  the 
Five  Cornerstones  of  Quality 
in  our  school  system  are 
teamwork,  empowerment, 
continuous  improvement,  cus- 
tomer service,  and  data-driven 
decisions.  It's  very  Reich-like." 


Strong  Partnership 

"We  first  need  to  develop  a 
sttategic  plan  —  a  partnership 
of  business,  labor,  industry 
and  school  personnel,"  says 
Konopnicki  whose  formal  title 
is  Director  Of  Technical  and 
Career  Education,  \'irginia 
Beach  Cit\'  Public  Schools. 
\\  e're  fortunate  in  having  a 
strong  one  here  in  \irginia 
Beach,  including  a  military 
community." 

"WTienever  applicable,  we've 
sought  and  applied  for  certifi- 
cation—  whether  it's  an  auto 
mechanic  or  an  RN  (regis- 
tered nurse)  or  a  motel/hotel 
operator  —  so  long  as  there's  a 
national  affiliation.  In  Mrginia 
Beach  we  believe  total  quality- 
management  should  be  taught 
to  students.  We've  created  a 
high  school  course  called 
TQM.  Now  we've  talking 
about  a  Computer  Network 
Engineer  Apprenticeship." 


Personal  Networking 

Dr.  Konopnicki  does  a  lot 
of  proselytizing  about  how 
the  "intellectual  capacity' 
of  our  work  force  has  to 
increase."  But  he  also  takes  to 
heart  one  of  school-to-work's 
favorite  buzzwords:  team- 
work. He  works  with  the 
National  Alliance  of  Business. 
He's  in  touch  with  Compaq 
and  Novell.  He's  on  the  pipe 
to  Ford  and  Motorola  on 
quality  issues.  x\nd  after  1 1 
kids  ("not  a  great  number, 
but  a  step")  had  gone  through 
his  Computer  Network 
Administrators  program,  Pat 
took  calls  from  admirers  in 
16  states  and  three  countries 
who  wanted  to  know  how  to 
create  clones. 

What's  his  opinion  of  the 
School-to-Work  Opportuni- 
ties Act?  "It's  put  school-to- 
work  on  the  front  burner." 


Educators  inspire  students. 


their  colleagues 
as  well. 


Since  1988,  The  Harold  W.  McGraw.  ]r.  Prize 
in  Education  has  anitiiaUy  recognized  oiitslanding 
educators  who  arc  maki}ig  a  difference  today,  and 
whose  programs  and  ideas  can  serve 
as  effective  models  for  the  education 
of  future  generations. 


Each  year,  a  distinguislied  Board  of 
Judges  presents  up  to  three  $25,000 
awards  to  individuals  wlio  have 
made  significajit  c()ntrihuti<»is  to  the  adva)icanent 
of  knowledge  througli  educatio)i. 


Haro1f>05 
McGraw,  Jr. 


Carnegie  Foundation  for  the  Advancement  of 
Teaching:  Mary  Diez.  Ph.D.  of  Milwaukee. 
Wisconsin.  Dean  of  Educatiofi.  Alverno  College:  and 
Gene  Bottoms.  Ed.D.  of  .-Xtlanta. 
Georgia.  Director  of  the  Southern 
Regional  Education  Board's  "High 
Schools  lliat  Work"  program. 
Congratulatio)is  to  three  individuals 
whose  dedication  to  scholarship 
shcnild  be  a)i  uispiration  to  us  all. 


We  are  proud  to  aimou)ice  this  year's  iviiuiers:  Ernest 
L.  Boyer.  Ph.D.  of  Princeton.  New  Jersey,  former  U.S. 
Conu)ussio}ier  of  Education  and  President  of  The 


For  niore  inforinatio)!.  ]rrite:  The  Harold  W. 
McGraw.  Jr.  Prize  ui  Education.  The  McGraw-Hill 
Companies.  1221  Avenue  of  the  Americas.  Room 
2917.  New  York.  NY  10020. 


The  McGraw-Hill  Companies 
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1995  Awards  for  Instructional  Innovation 

'Break  the  Mold'  Schools: 
Urban,  Rural,  Suburban 


CHALLENGE:  C/iissrnows 
coinc  tilivf  —  iiiid  kids  miilc 
—  ivhun  a  school  crcntL's  an 
vdiiaitioniil  progriini  that 
coiitu'cts  with  the  real  ivorld 
of  ~iVork  and  fires  the  mia\ii- 
iiaiion  of  young  people. 


For  the  sixth  year  in  a  row  Business 
Week  is  proud  to  present  its  annual 
award  to  public  schools  that  have 
worked  closely  with  the  business  community 
to  develop  innovative  and  challenging  curricula. 
In  one  form  or  another,  the  two-way  coop- 
eration has  helped  students  make  the  transi- 
tion from  school  to  work  much  easier  and 
more  productive. 

In  many  cases,  the  underpinning  that  leads 
f         to  success  comes  down 
to  motivation.  Students 
won't  make  it  in  the  real 
world  without  wanting  to. 

"One  student  who  had 
missed  approximately  eighty 
days  during  the  school  year 
improved  to  such  an  extent 
that  he  only  missed  twelve  days  this  year," 
says  a  report  from  Providence's  Chamber  of 
Commerce  Academy,  where  students  who 
achieve  a  C  average  work  with  full-time  men- 
tors and  fill  paid  positions  at  work  places  in 
Rhode  Island's  capital. 

"Within  our  school  we  have  established  a 
project  dubbed  'Excel  City'  by  the  students," 
reads  a  critique  from  Berkman  Elementary  of 
Round  Rock,  Texas.  "It's  a  city  in 
miniature  consisting  of  businesses,  a 
governance,  and  a  token  economy 
run  by  and  for  the  students.  The  role 
of  the  private  sector  in  making  this 
school  so  innovative  has  been  exten- 
sive and  far  reaching." 

Equally  rewarding  are  the  success 
stories  told  by  the  four  other  1 995 
winners:  An  Achievable  Dream 


School  of  Newport  News,  Virginia;  the 
Clark  County  Skills  Center  of  Vancouver, 
Washington;  Grenada  Elementary  of 
Grenada,  Mississippi,  and  The  Mat-Su 
Alternative  School  of  Wasilla,  Alaska. 

The  six  winning  elementary  and  secondary 
schools  —  two  urban,  two  suburban,  and 
two  rural  —  will  each  receive  a  $2,500 
grant.  Half  is  an  honorarium  for  the  school's 
innovative  talent  and  dedication.  The  other 
half  helps  to  cover  the  expenses  of  the  award's 
"Network  for  Success"  in  which  winners 
share  their  programs  with  other  schools. 

Last  month  the  presentation  of  the  1 995 
awards  took  place  in  the  Dirksen  Senate 
Office  Building  in  Washington  during  a  "We 
Care"  conference  sponsored  by  the  American 
Association  of  School  Administrators  (AASA). 
And  now  begins  our  search  for  six  more 
winners  for  the  1 996  awards. 

'Break  the  Mold'  is  what  our  schools 
need  to  do  if  they're  going  to  create  educa- 
tional programs  that  reflect  the  realities 
of  today's  society,"  says  David  G.  Perm, 
publisher  of  Business  Week  in  announcing 
the  awards.  "Our  hat  is  off  to  this  year's 
innovative  winners." 
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IONS 


i  NEW  DEAL 


T  THE  AFL-CIO? 

formers,  likely  to  take  power,  promise  tougher  methods 


|or  more  than  a  decade,  belea- 
I  guered  labor  leaders  have  be- 
moaned the  decUne  of  unions,  cit- 
ing everything  from  antiunion 
agement  tactics  to  the  shift  from 
ufacturing  to  services.  Then  early 
year,  a  gi'oup  of  union  chiefs  de- 
I  they  would  have  to  act,  no  mattei' 
difficulty.  In  August,  they  forced 
longtime  afl-cio  President  Lane 
land  and  began  drawing  up  ambi- 
plans  for  reviving  theii'  movement, 
ow  the  reformers,  headed  by  Ser- 
Employees'  International  Union 
ident  John  J.  Sweeney,  are  about  to 
charge  of  the  13  million-member 
•ation.  Sweeney  and  two  nmning 
s,  United  Mineworkers  President 
ard  L.  Tinmka  and  Linda  Chavez- 


Thompson,  a  vice-president  of  the  gov- 
ernment workers  union,  hold  58%  of  the 
votes  and  seem  hkely  to  defeat  Thomas 
R.  Donahue,  Kirkland's  longtime  No.  2, 
in  elections  slated  for  Oct.  25.  There's 
only  a  shght  chance  that  Donahue,  who 
had  long  been  the  heir  apparent,  could 
still  win  the  top  job. 
BETTING  BIG.  Wlioever  wins,  labor  will 
undergo  a  restnictming  as  thorough  as 
any  in  Corporate  America.  Both  can- 
didates vow  to  devote  a  thii'd  of  the 
AFL-cio's  $60  million  budget  to  mem- 
bership drives  and  to  be  more  aggres- 
sive in  bargaining  and  national  politics, 
while  slashing  costs  (table).  Both  would 
step  up  polling,  advertising,  and  other 
media  efforts  to  reposition  unions  in 
the  pubhc  eye.  "The  point  is  to  make 


CH  ARG I NG    Leaders  poised  to  take  over  the  AFL-CIO  have 
BOR  ambitious  plans  for  reviving  unions.  Some  key  ideas: 


pend  at  least  a  third  of  the  federa- 
l's $60  million  annual  budget  on 
Tibership  drives 

,  stablish  a  separate  Sunbelt 
anizing  fund  to  help  unions  tar- 
low-wage  workers  in  the  South, 
;re  several  unions  have  won  re- 
t  drives 


»  Cut  other  expenses  by  consolidating 
21  internal  AFL-CIO  departments 

*  Create  a  national  center  to  train  po- 
litical campaign  workers 

'  Set  up  a  central  office  for  spearhead- 
ing pressure  campaigns  against  com- 
panies engaged  in  bargaining 

DATA,  BUSINESS  WEEK 


BIG  PUSH:  Siveeney  says  he'll  devote 
much  more  money  to  organizing 

the  AFL-CIO  relevant  again  by  convert- 
ing it  from  a  creaking  old  cold-war 
clock  into  a  sleek  fighting  machine," 
says  Ti-umka,  a  46-year-old  firebrand 
running  as  Sweeney's  No.  2. 

The  question  is  how  much  difference 
even  the  most  vigorous  efforts  will 
make.  Sweeney  is  betting  big  on  the 
low-wage  senice  sector,  where  his  union 
has  had  much  success  organizing  such 
workers  as  janitors  and  health-care  em- 
ployees. His  militant  approach  there 
won't  do  much  for  industrial  workers 
struggling  with  technology  and  how  to 
help  companies  compete  globally,  say 
some  experts.  "I'm  not  siu-e  they  have  a 
strategy  for  higher-wage  workers,"  says 
Cornell  University  labor  economist  Har- 
ry Katz.  Still,  even  staunch  opponents 
think  that  the  jolt  of  new  energy  will  at 
least  begin  to  reverse  labor's  slide, 
which  has  cut  its  share  of  the  work- 
force by  10  percentage  points  since  1975, 
to  only  15.5%  today.  "I  think  unions 
have  hit  bottom  and  will  go  up,"  says 
John  N.  Raudabaugh,  a  former  Republi- 
can appointee  to  the  National  Labor 
Relations  Board  who  is  now  a  manage- 
ment labor  attorney  in  Chicago. 

The  new  leaders'  first  task  will  be  to 
remake  the  afl-cio.  The  federation  to- 
day is  a  sprawling  bureaucracy  without 
focus.  Sweeney  plans  to  close  or  com- 
bine many  of  its  21  staff  departments, 
which  employ  375  people  and  handle 
everything  from  education  to  employee 
benefits.  Ah'eady,  Donahue  has  moved  to 
consolidate  four  affiliated  international 
affairs  institutes,  Kirkland's  pet  conceni. 
Sweeney  is  likely  to  make  a  wholesale 
sweep  of  top  staffers,  many  of  whom 
aren't  seen  as  hard-charging  activists. 

The  federation's  new  mission  will  be 

  to  boost  labor's  ranks. 

TRUMKA:  Turn  Its  own  culture  is  no 
the  federation  help  there.  The  AFL- 
into  "a  sleek  cio  is  an  umbrella 
fighting  group  with  no  rank- 

marhiiie"  and-file  membership 
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of  its  own,  so  Kirkland  and  his  predeces- 
sors largely  left  organizing  to  individual 
unions.  Even  il'  he  wins,  Sweeney  won't 
be  able  to  tell  member  unions  what  to 
do,  but  he  hopes  to  lead  by  example. 
Most  unions  devote  less  than  5%  of  theii' 
budgets  to  organizing.  Sweeney  lifted 
the  share  at  his  union  to  a  third  not 
long  after  he  took  over  in  1980,  and  he 
thinks  doing  the  same  at  the  afl-cio 
will  spur  others  to  follow  suit. 

Sweeney  also  has  specific  lessons  to 
impart.  His  union  nearly  doubled  in  the 
1980s,  to  1.1  million,  largely  by  return- 
ing to  methods  used  during  labor's  ex- 
plosive growth  in  the  1980s.  The  cam- 
paigns revolve  around  rank  and  filers 
who  contact  prospective  members.  They 
link  up  with  community  and  church 
gi'oups  to  create  the  feeling  of  a  social 
movement  and  to  pressure  employers 
whose  resistance  might  intimidate  pos- 
sible recinits.  The  service  union's  most 
successful  membersliip  effort,  called  Jus- 
tice for  Janitors,  has  signed  up  35,000 
workers  since  1985.  "These  organizing 
methods  work  a  lot  better  than  others," 
says  Kate  Bronfenbrenner,  a  labor  ex- 
pert at  Cornell  University  who  has 
studied  membership  drives. 
SUNBELT  DRIVE.  Employers  in  the  anti- 
union South  are  likely  to  see  the  most 
new  organizing  activity.  In  recent  years, 
textile  and  food  unions  have  targeted 
low-wage  industrial  workers  there. 
Sweeney  wants  a  special  Sunbelt  orga- 
nizing funfl  to  coordinate  regional  mem- 
bership diives. 

Labor's  political  efforts  will  become 
more  visible  as  well.  Sweeney  hopes  to 
set  up  a  national  center  to  train  union 
members  to  work  on  political  cam- 
paigns. Sweeney  doesn't  nile  out  even- 
tually supporting  efforts  towards  a  la- 
bor party,  which  a  number  of  union 
leaders  have  begun  to  promote.  But  he 
thinks  unions  should  fii'st  concentrate  on 
honing  their  message  and  recruiting 
sympathetic  candidates.  "Why  shouldn't 
union  members  be  candidates  where 
they  have  the  support  of  a  lot  of  the 
community?"  he  asks. 

Labor  still  faces  tough  going  in  the 
next  decade,  particularly  since  many 
employers  don't  accept  unions  as  a  legit- 
imate part  of  the  economic  landscape. 
Still,  union  membership  already  has 
stopped  falling  in  the  past  three  years, 
in  part  because  of  the  renewed  vigor 
of  a  handful  of  larger  unions.  The  afl- 
cio  can't  force  the  rest  to  jump  on  the 
bandwagon.  But  its  new  leaders  need  to 
generate  enough  momentum  to  propel 
them  along  if  the  afl-cio  is  one  day  to 
reclaim  its  former  title:  Big  Labor. 

By  Aaron  Bernstein  in  New  Ycn-k 


TACTICS  THAT  JOE  HILL 
NEVER  DREAMED  OF 


Hillhaven  Corp.  is  all  too  familiar 
with  John  J.  Sweeney's  arsenal. 
Under  his  leadership,  the  Ser- 
vice Employees  International  Union 
(SEiu)  has  used  some  of  the  most  ag- 
gressive and  inflammatory  tactics 
the  nursing-home  chain  has  seen, 
gripes  Hillhaven  labor  relations  di- 
rector Keith  M.  Sherman. 

Picketing  and  strikes  are  just  the 
tip  of  the  iceberg  as  the  SEiu  nego- 
tiates contracts  at  25  of  Hillhaven's 


TIP  OF  THE  ICEBERG:  The  SEIU  uses 
many  weapons  other  than  strikes 

California  nursing  homes.  In  Septem- 
ber, the  union  posted  a  bulletin  on 
the  Inteniet  asking  shareholders  to 
oppose  Hillhaven's  merger  with 
Vencor  Inc.  It  also  filed  a  federal 
lawsuit  against  the  marriage,  charg- 
ing that  Hillhaven  and  Vencor  had 
included  false  claims  in  its  proxy 
statement.  Although  the  effort  failed, 
the  union  succeeded  in  scaring  off 
Health  Net,  California's  second-larg- 
est health  maintenance  organization, 
which  recently  stopped  I'efemng  its 
members  to  Hillhaven  after  the  hmo 
found  itself  the  target  of  pickets 
from  the  SEiu.  "We're  going  to  refer 
our  members  elsewhere  until  this  la- 
bor dispute  is  over,"  says  David  W. 
Olson,  a  Health  Net  vice-president. 
Hillhaven  isn't  Sweeney's  only  tar- 


get. Last  year,  the  SEiu  intensified  a| 
nationwide  campaign  against  the  en- 
tire nursing-home  industry  by  going 
after  giants  such  as  Beverly  Enter- 
prises, Sun  Healthcare,  and  Gran- 
Care,  among  others.  Although  the 
SEIU  represents  75,000  nursing-home 
workers,  that's  only  7%  of  the  nurs- 
ing assistants,  housekeepers,  and 
other  employees  in  the  rapidly  gi'ow 
ing  business.  The  union  began  by 
holding  focus  groups  with  workers 
and  found  many  concemed  abou 
inadequate  patient  care  in  an  in- 
dustry notorious  for  cutting  cor- 
ners. The  union  campaign, 
dubbed  "Dignity,  Rights,  and  Re 
spect,"  focuses  on  ways  that  is- 
sues of  quality  of  care  and  work 
ing  conditions  overlap. 
A  PROBE.  The  strategy  has  hit  a 
nerve  at  Beverly,  the  nation's 
largest  nursing-home  operator:  I 
employs  80,000  workers  at  706 
homes,  fewer  than  10%  of  whom 
are  organized.  The  SEiu  recently 
distributed  a  scathing  report  on 
the  company's  quality-assurance 
progi'am  in  Missoiu'i.  And  in 
Texas,  afl-cio  officials  are  try- 
ing to  get  the  attorney  general 
to  investigate  Beverly  for  pos- 
sible deceptive-trade  practices. 
The  union  points  to  a  Beverly 
home  in  Weatherford,  Tex.,  brief 
ly  taken  over  by  the  state  in 
July  after  it  had  won  Beverly's 
highest  quality  I'atings  months 
before.  The  state  noted  such  deficien- 
cies as  "severe  weight  loss  to  the 
point  that  residents  look  like  people 
coming  out  of  concentration  camps." 
The  company  calls  the  situation  an 
"isolated  incident"  and  says  the  prob- 
lems have  been  corrected. 

SEiu's  strategy  has  brought  in 
some  5,000  new  members  at  100 
homes  since  1993,  double  the  rate  of 
the  prior  two  years.  There's  a  long 
way  to  go — at  least  15,000  facilities 
are  still  nonunion.  With  Sweeney  at 
the  afl-cio's  helm,  nursing-home  op- 
erators can  expect  more  of  the  tac- 
tics they've  come  to  dread.  And  em- 
ployers in  other  industries  are  likely ' 
to  face  them,  too. 

By  Wendy  Zellner,  with  Stephanie 
Anderson  Forest,  in  Dallas 


Youre  finishing  a  presentation  on 


Lotus  Freelance  Graphics,  printing  a  report 

I 


on  your  boss'  desk,  and  browsing 
the  Internet  all  at  the  same  time. 


Is  it  the  espresso  or  OS/2  Warp  Connect? 


Wliile  08/2"  Warp  Connect  may  not  come  with  a 
u  of  lemon,  it  will  let  you  access  multiple  servers  on 
111  iple  networks  at  the  same  time,  Irom  anywhere. 

With  just  one  phonecall  and  one  password,  you  can 

k\  lirectly  into  hiternet,  UNIX®     ^  ^ , 

I         ^  L  a  n    y  o  u  r   s  oj  ( 

^1  Windows'  for  Workgroup, 

arenas  well  as  IBM  sei-vers.  That's  iJl  it  takes 
ire  graphics  files  and  databases,  drives  and 
li  rs.  Even  applications.  f^' 

And  because  there  are  separate  memory 
l(  ss  spaces,  it's  crash-protected.  So  a  problem  on  one 
am  won't  crash  eveiything  you're  working  on. 


ware    do  this? 


You  can  create  Person  to  Person™  connections  with 
up  to  eight  other  people  no  matter  where  tliey  are,  whether 
they're  four  floors  away  or  four  time  zones.  Conference  by 
video.  Collaborate  by  chalkboard.  Communicate. 

So  if  you're  looking  for  network 
connectivity,  compatibility  and 
true  multitasking,  call  us  at  1  800  IBM-3333. 
ext.  EL4100.  Or  visit  our  web  site  at  http://www. 
austin.ibm.com/pspinfo/os2.html  for  additional 

information  about  —  — 

OS/2  Warp  Connect.  You'll  =  r=E.  EVE 

find  it  quite  stimulating.         Solutions  for  a  small  planet' 


lined  Fullpack  is  available  Irom  IBM  lor  $189  by  calling  I  800  lBM-3333,  exi  EA 100  In  Canada,  please  call  I  800  0S2-WARP,  exi  094  Reseller  prices  may  vary  Tne  IBM  home  page  is  located  al  htip  //www  ibm  com  IBM  and  OS/2  are  registered  Irademarks  and  Person  lo  Person. 


Special  Report 


THE  CASE 

AGAINST  MERGER 

Even  in  the  '90s,  most  still  fail  to  deliver 


American  companies  are  in  the 
gi'ip  of  full-blown  merger  ma- 
nia. In  the  fii'st  nine  months  of 
the  year,  according  to  Merger- 
stat,  a  merger  research  service, 
the  value  of  all  announced  deals 
reached  $248.5  billion,  surpassing  by  a 
hairbreadth  the  record  full-year  volume 
of  $246.9  billion  for  1988.  The  number 
of  transactions  valued  at  more  than  $100 
million  will  likely  top  the  record  383  an- 
nounced last  year. 

Leading  the  pack  are  banks,  health- 
care providers,  computer-software  con- 
cerns and  media,  communications,  and 
entertainment  giants.  Lately,  consolida- 
tion in  the  utility  and  insurance  indus- 
tries has  picked  up  steam. 
BURDENS.  This  historic  surge  of  consoh- 
dations  and  combinations  is  occurring  in 
the  face  of  strong  evidence  that  mer- 
gers and  acquisitions,  at  least  over  the  past  35  years  or  so, 
have  hurt  more  than  helped  companies  and  shareholders. 
The  conglomerate  deals  of  the  1960s  and  1970s  that  gave  rise 
to  such  unwieldy  companies  as  itt  Corp.  and  Litton  Indus- 
tries have  since  been  thoroughly  discredited,  and  most  of 
these  behemoths  have  been  broken  up. 

The  debt-laden  leveragefl  buyouts  and 
bust-ups  of  the  1980s  didn't  fai'e  any  bet- 
ter, and  many  surely  did  a  whole  lot 
worse.  That  era  ended  not  with  a  whim- 
per but  with  a  bang:  In  October,  1989, 
when  bankers  couldn't  raise  the  money 
for  the  ill-conceived  buyout  of  iiAL  Corp., 
the  deal  collapsed,  dragging  the  stock 
market  down  with  it. 

But  by  the  1990s,  chief  e.xecutives  and 
investment  bankers  figured  that  they 
had  finally  gotten  it  right.  If  UAL  marked 
the  end  of  the  1980s  crazy  season,  then 
the  July,  1991,  announcement  by  Chemi- 
cal Bank  Corp.  and  Manufacturers  Han- 
over Coi-p.  that  they  would  join  in  a  $2.3 


Why  Mergers  Don't  Work 

•  Inadequate  due  diligence  by 
acquirer  or  merger  partner 

•  Lack  of  a  compelling  strate- 
gic rationale 

•  Unrealistic  expectations  of 
possible  sj-nergies 

•  Paying  too  much 

•  Conflicting  corporate  cultures 

•  Failure  to  move  quickly  to 
meld  the  two  companies 


billion  stock  swap  to  create  the  natioi] 
second-largest  banking  company  and 
duce  $650  million  in  annual  expense  sa 
ings  by  1994,  seemed  to  signal  that 
Age  of  Reason  in  mergers  and  acquii 
tions  had  begim.  This  was  to  be  the  e\ 
of  strategic  deals — friendly,  intelligei 
and  relatively  debt-free  transactions  do 
mostly  as  stock  swaps,  which  were  su  - 
posed  to  enrich  shareholders  by  prodi 
ing  synergies  in  which  two  plus  tv 
would  ecjual  five  or  more.  These  syn( 
gies  would  take  the  fonri  of  economies 
scale,  improved  channels  of  distributio  ji 
greater  market  clout,  and  ultimate  " 
higher  profits  for  surviving  companit 
Although  Harvard  University's  Michs 
Porter  in  a  seminal  May,  1987,  Hanm 
Business  Revieiv  article  argued  persu 
sively  that  most  would-be  deal  syne 
gies  ai"e  never  realized,  the  new  strate^ 
transactions.  Wall  Street  promised,  would  be  different. 

It  tums  out  they're  not.  Indeed,  with  investment  banke 
singing  their  new,  improved  siren  song,  many  big  compai 
CEOS  are  demonstrating  that  they  still  are  as  vulnerable 
the  latest  fad  as  the  most  naive  individual  investor. 

OFF  THE  MARK.  An  exhaustive  analys 
by  BiisiNEss  WEEK  and  Mercer  Manag 
ment  Consulting  Inc.,  a  leading  manag 
ment  consulting  firm,  of  hundreds 
deals  completed  in  the  fii'st  half  of  tl 
decade  indicates  that  their  performan' 
has  fallen  far  short  of  their  promis 
Deals  that  were  announced  with  mu( 
fanfare  such  as  at&t's  1991  acquisitic 
of  NCR  and  Matsushita's  1991  acquisiti(| 
of  MCA,  have  since  um'aveled.  Others,  i 
eluding  KeyCorp's  1994  merger  wii'^ 
Cleveland's  Society  National  Bank,  a 
quisitions  by  big  phaiTnaceutical  manufa 
turers  of  dnig  wholesalers,  as  well 
software  and  entertainment  deals  arer 
producing  the  results  the  acquirers 


irer  * 
shJ 
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hoped  for — nor  are  they  hkely  to  produce  good  results  in  the 
future. 

The  anecdotal  findings  are  supported  statistically.  The 
BUSINESS  WEEK/Mercer  analysis  indicates  that  companies  per- 
formed better  in  the  wake  of  '90s  deals,  most  of  which  have 
been  done  ostensibly  for  business  reasons,  than  they  did  after 

  '80s   transactions,  a 

high  proportion  of 
which  were  ftnancially 
driven.  But  the  analy- 
sis also  concluded  that  most  of  the  '90s  deals  still  haven't 
worked.  Of  150  recent  deals  valued  at  $500  million  or  more, 
about  half  destroyed  shareholder  wealth,  judged  by  stock 
performance  in  relation  to  Standard  &  Poor's  industry  in- 
dexes. Another  third  contributed  only  marginally  to  it.  Fur- 
ther, says  James  Quella, 
director  of  Mercer  Man- 
agement Consulting, 
"many  deals  destroy  a  lot 
of  value."  Mergers  and  ac- 
quisitions, he  declai'es,  "ai'e 
still  a  slippery  slope." 

Using  a  large  sample 
and  comparing  total  re- 
turn three  months  before 
the  merger  announce- 
ments with  returns  up  to 
36  months  afterward,  the 
analysis  used  the  s&f  in- 
dustry indexes  to  filter 
out,  as  much  as  possible, 
other  external  events  af- 
fecting acquirers'  returns. 
Though  the  data  obtained 

with  the  Mercer  methodology,  which  has  been  used  by 
many  students  of  m&a  performance,  are  not  perfect,  they  are 
considered  a  good  proxy  for  the  impact  of  mergers  on  buy- 
er returns. 

Deal  perfoi'mance  has  been  pooi-  because  melding  two 
companies  is  enoiTnously  difficult  and  only  a  few  companies 
are  veiy  good  at  it.  One  reason  is  that  buyers  often  stack  the 
odds  against  success  by  mshing  headlong  into  mergers  and 


i 


extra  money  you Ve  paid." 


acquisitions  for  the  wrong  reasons  in  search  of  synerg 
that  don't  exist.  To  make  matters  worse,  they  often  pay  oi 
landish  premiums  that  can't  be  recovered  even  if  everythi 
goes  right.  And  finally — and  this  is  the  real  deal-killer — thlDS 
fail  to  effectively  integrate  the  two  companies  after  t 
toasts  have  been  exchanged.  Good  postmerger  integrat: 
rarely  makes  a  really  bad  deal  woi'k,  but  bad  execution  almi 
always  wi-ecks  one  that  might  have  had  a  shot.  Says  Kennf| 
W.  Smith,  a  Mercei-  vice-pi-esident  based  in  Toronto:  "The  d 
is  won  or  lost  after  it's  done." 

EXPECTATIONS.  Wliile  it's  too  early  to  pass  final  judgme 
some  recently  announced  but  not-yet-completed  megade 
seem  iffy  as  well.  The  planned  takeover  of  Turner  Broadc: 
ing  by  Time  Warner,  itself  a  value-destroying  combination, 
Disney's  proposed  acquisition  of  Capital  Cities/ABC  lealt 

many  media-industiy  observf' 
scratching  their  heads  o% 
where  the  gains  are  going 
come  fi'om.  "Foi-  all  these  dejit 
to  work  out,  you  have  to  \m 
lieve  that  the  American  pul  dei 
is  undei'entertained,"  says  A^paa 
bur  L.  Ross,  senior  managierif 
director  at  Rothschild  Inc 

In  other  key  findings,  ties.] 
analysis  indicated  that:  d, 
■  Most  transactions  fall  belisto 
expectations,    but   an  evtbaf 
greater  percentage  of  comjCESSl 
nies  lose  in  the  m&a  game 
That's  because  a  few  large,  p:  r, 
ficient  acquii'ers,  such  as  Gen  itt 
al  Electric  Co.  and  Dover  Co: 
(BW^an.  23),  tend  to  do  a 
of  successful  deals  while  a  much  larger  number  of  less  ad^f,  !:<i 
companies  execute  one  oi'  two  imsuccessfiil  mei'gers.  In  the 
years  ending  July  31,  72%  of  companies  that  completed  six 
more  deals  valued  over  $5  million  each  yielded  returns  abc  de; 
the  industiy  average,  compared  with  54%  of  companies  tl  it; 
closed  just  one  to  five  transactions. 
■  Nonacquirers  ai'e  moi'e  likely  to  outperfoiin  their  respectil-liliiii 
industiy  indices  than  are  active  acquirers  (page  136).  Oi' 


MARK  SIROWER 

Stem  School 
of  Business 
"If  you  pay  a 
premium... 
the  clock  is 
ticking  on  the 


PHARMACEUTICALS 


NOT  THE  BEST  PRESCRIPTION  FOR  GROWTH 


Whipsawed  by  health-care  reform 
and  pressure  on  prices,  di-ug- 
makers  Merck,  Eli  Lilly,  and 
SmithKline  Beecham  together  shelled 
out  $13  billion  for  independent  middle- 
men to  boost  drug  sales  in  the  last  cou- 
ple of  years.  But  now,  with  reform 
dead,  the  deals  for  the  so-called  phar- 
macy benefit  managers  (fbms)  look  like 
costly  overtreatment.  Getting  a  return 
on  investment  "is  going  to  be  veiy  diffi- 
cult," says  McKinsey  &  Co.  principal 
William  Huyett.  The  lesson  for  dnag- 
makers  may  be  that  buying  their  way 
toward  growth  can  be  misguided. 

It's  all  a  far  cry  from  1993,  when 
Merck  &  Co.  paid"  $6.6  billion  for  Medco 
Containment  Services  Inc.  Before  the 
deal,  feisty  Medco  played  Merck  against 


rivals  to  get  low  prices, 
using  its  power  to 
phone  doctors  and  have 
them  switch  patients  to 
competitors'  medicines. 
By  buying  Medco, 
Merck  bet  it  could  snai'e 
a  selling  edge.  Later, 
SmithKline  made  the 
same  bet,  buying  Diver- 
sified Pharmaceutical 
Services,  and  Eli  Lilly 
&  Co.  followed  with  its 
purchase  of  the  PCS  unit 
of  McKesson  Inc. 

But  regulators  soon 
got  nervous.  Lilly's  PCS  unit  was  forced 
by  the  Federal  Ti-ade  Commission  to 
handle  drugs  from  all  makers,  not  just 


Lilly.  Worse, 
blocked  from 
data  with  Lil 
rivals'  prices  ETiim 
marketing  sti;t 
Soon  Merck  Jila 
SmithKhne  aiL: 
the  same  rest 
and  boosting 
share  for  a  piai 
drugs  was  no[ 
so  easy.  Wasl 
"changed  the 
grouses  a  for 
senior  pbm  e>i 
tive.  "The  sy) 


that  everybody  anticipated  tota 
appeared." 

Now  some  customers  are  pi 


A  Merger  Report  Card:  D+ 


lOST  BIG  DEALS  DON'T  DELIVER 

IBSTANTIALLY  ERODED  SHAREHOLDER  RETURNS 

■■■I  30% 

:OOED  SOME  RETURNS 

■■i  20% 

"TED  ONLY  MARGINAL  RETURNS 

33% 

tATED  SUBSTANTIAL  RETURNS 

'  livers  150  deals  worth  more  than  $500  million  from 
'i90,  through  July,  1995.  Based  on  total  stock  returns 

■  'lee  months  before  deal  announcement  up  to  three 
ifter  announcement  and  relative  to  industry  indexes. 


A  FEW  EXPERIENCED  ACQUIRERS 
OUTPERFORMED  INEXPERIENCED  ONES 


Experienced 


72% 

Of  companies  that  closed  six  or  more  deals,  72%  had 
returns  above  industry  averages.  Those  companies 
constituted  24%  of  a  group  of  248  acquirers. 


NONACQUIRERS 
OUTPERFORMED  ACQUIRERS 


Nonacquirers 


Acquirers 


69% 


58% 


Inexperienced 


54% 


Of  companies  that  closed  five  or  fewer  deals,  54% 
had  above-average  returns.  They  constituted  76% 
of  the  acquirer  group. 

Data  covers  1,046  deals  worth  more  than  $5  million  from  Jan..  1990, 
through  July,  1995. 


Among  nonacquirers,  69%  produced  returns  superior 
to  industry  mdexes,  while  only  58%  of  acquirers 
produced  superior  returns. 


Sample  consists  of  248  companies  that  were  acquirers  and  96 
companies  that  made  no  acquisitions  during  the  period  Data  covers 
deals  worth  more  than  $5  million  from  Jan.,  1990,  through  July,  1995. 


DATA:  MERCER  (MANAGEMENT  CONSULTING,  STANDARD  &  POOR'S 
COMPUSTAT,  SECURITIES  DATA  CO  ,  BUSINESS  WEEK 


I  t  a  third  of  the  nation's  500  largest  companies  have  not 
.1  nade  a  single  acquisition  larger  than  $5  million  so  far  this 
J.  lie.  But  from  Jan.  1,  1990,  through  July  31,  1995.  69%  of 
:t  lanies  that  made  no  acquisitions  larger  than  $5  million 
)i  ■rfoiTned  their  respective  Standard  &  Poor's  industry  in- 
li  .  f)nly  58%  of  all  acquirers  did  better  than  then-  industiy 
1;  <  s.  Many  companies — notably  Andrew  Corp.  and  Coca 
'  <  'o. — whose  industry  rivals  are  bent  on  gi'owing  through 
ic  i.-  ition,  have  delivered  superior  retmns  by  keeping  invest- 
n;  bankers  at  bay  and  sticking  to  their  knitting. 
(U  :esses.  To  be  sure,  some  strategic  transactions,  such 
s  \i'  Chemical-Manny  Hanny  merger  and  Primerica's  Oc- 
1993,  acquisition  of  Ti-avelers  Coip.,  have  hved  up  to  ex- 
it 'ti(jns.  Toymaker  Mattel  Coi-p.'s  $1.15  billion  acquisition  in 
I  (if  Fisher-Price  has  woi'ked  out  well.  And  analysts  say 
h  wiiile  the  $1.12  bilhon  that  Campbell  Soup  paid  in  Feb- 
■u  ,  1995,  for  Pace  Foods  was  steep,  the  deal  will  likely  pan 
But  the  kinds  of  mergers  and  acquisitions  with  a  better- 
even  shot  at  success  are  limited  indeed.  Small  and  mid- 
leals — notably  leveraged  "buildups"  in  such  fragmented 


^tries  as  funeral  homes  and  health  clubs — frequently 
.  The  best  acquisitions,  says  Harvard's  Poller,  involve 
filling,"  including  those  in  which  one  company  buys  an- 
te strengthen  its  product  line  or  expand  its  territory. 


#i  1.  In  July,  the  Teamsters'  Con- 
it  tsed  Tri-State  Joint  Fund 

\  n  Medco  and  signed  up  its 
1  nbers  with  Express  Scripts 
;souri  PBM.  "We  wanted  every- 
3  completely  independent," 
Late  executive  director  Rose- 
oudy. 

ETURNS.  A  payoff  looks  doubt- 
■  Food  &  Drag  Administration 
lating  the  captive  pbms,  exec- 
jilly  and  ms  America,  the 
■n-tracking  service,  say 
oduced  little  or  no  rise  in 
ire  for  parent-company  drugs. 
hKline's  antidepressant  Paxil 
on  market-leading  Prozac,  but 
lit  the  company's  sales  force 
ug's  newness.  And  Merck- 
•avy  marketing  of  the  choles- 
•er  Zocor  hasn't  stopped  sharp 
landoz  Ltd.'s  half-price  com- 
1^  ledy,  Lescol. 
ipanies  insist  the  payoff  will 


come.  Argeris  N.  Karabelas,  North 
American  president  for  SmithKIine, 
doesn't  know  when  SmithKIine  will  get 
back  the  $2.3  billion  it  paid,  but  he  ar- 
gues that  DPS  will  drive  gi'owth.  Lilly's 
North  American  pharmaceuticals  presi- 
dent Mitchell  E.  Daniels  says  just  when 
PCS  pays  off  will  tm-n  on  whether  Lilly 
finds  an  equity  paitnei'  to  share  the  $4.1 
bilhon  cost.  Merck  executives  dechned 
comment,  but  a  spokesman  says  Medco 
is  profitable. 

Still,  the  odds  of  a  full  retum  have 
lengthened.  Says  James  A.  Quella  of 
Mercer  Management  Consulting  Inc.: 
"It's  an  uphill  battle  to  justify  the  kind 
of  (PBM  pm'chase)  numbers  we're  talking 
about."  A  former  senior  pbm  executive 
says  the  parents  will  turn  the  units  into 
low-profile  managed-care  marketing 
arms  or  even  seek  buyers  in  a  few 
years.  The  problem:  Who  will  pay  a  few 
bilhon  then  for  a  used  pbm? 

By  Joseph  Weber  in  Phildelphia 


"Globalizing"  acquisitions,  such  as  those  that  enable  companies 
to  expand  then-  coi'e  business  into  other  countries,  may  make 
sense,  though  culture  and  language  problems  undermine 
many  of  these  deals  (page  132).  Mergers  of  direct  competitors 
aimed  at  dominating  a  market,  such  as  marriages  of  big 
banks  with  overlapping  branches,  often  have  worked  out. 

Failures,  though,  outweigh  the  successes.  Many  deals  are 
poorly  thought  out,  foimded  on  dubious  assiunptions  about  the 
potential  benefits  by  CEOs  with  questionable  motivations. 

Some  academics  lately  have  even  tried  to  quantify  what 
many  have  long  sensed  intuitively:  that  some  of  the  priciest 
deals  are  motivated  at  least  in  part  by  CEO  hubris.  A  recent 
Columbia  University  business  school  study  suggested  that  the 
bigger  the  ego  of  the  acquhing  company's  ceo — as  reflected  in 
such  things  as  relative  compensation  and  media  praise — the 
higher  the  premium  the  company  is  likely  to  pay.  Although 
some  have  questioned  the  methodology,  many  agi'ee  with 
the  conclusions. 

"There's  tremendous  allure  to  mergers  and  acquisitions," 
says  Porter  "It's  the  big  play,  the  dramatic  gesture.  With  the 
stroke  of  a  pen  you  can  add  billions  to  size,  get  a  fi-ont-page 
story,  and  create  excitement  in  the  markets." 

Other  emotions  also  play  a  role.  First  Chicago  Corp.'s 
Richaixl  L.  Thomas  may  not  have  been  driven  by  personal  hu- 

  bris  as  much  as  by  civic  pride.  Some 

contend  he  rushed  into  merging  with 
NBD  Bancorp,  parent  of  National  Bank  of 
Detroit,  in  July  out  of  fear  of  being 
bought  out  by  voracious  NationsBank. 
"His  goal  was  to  keep  a  Chicago  bank  in 
Chicago,"  says  one  bank  insider 
GOOD  MONEY.  Optimism  is  bolstered  by 
a  variety  of  rationales.  One  is  that  verti- 
cal integration — linking  manufacturing 
with  distribution — will  yield  vast  syner- 
gies. On  that  theory,  Merck,  Eli  Lilly, 
and  SmithKIine  paid  handsomely  for 
drug  wholesalers,  but  the  prospects  for 
those  deals  are  looking  bleaker  and 
bleaker  (page  124).  Such  linkages  are 
behind  the  Hollywood  deals,  such  as  Dis- 
ney's acquisition  of  Capital  Cities/ABC. 
"I  hate  to  use  the 's'  word,"  says  Disney 
Chairman  Michael  Eisner,  "but  that's 
synergy  at  work."  Others  are  skeptical. 
Says  Tele-Communications  Inc.  ceo  John 
C.  Malone:  "It's  an  industry  that's  as 
certain  as  betting  on  a  race  horse." 

Numerous  companies  have  blundered 
lately  when  they  tried  to  engineer  a  ma- 
jor redefinition  of  their  businesses 
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One  study  suggests  the  bigger  the  ego  of  the  acquiring 
company's  CEO,  the  higher  the  takeover  premium 


through  merger  and  acquisition — often  in  response  to  sea 
changes  in  i-egulation,  technology,  and  even  geopohtics.  If 
the  spate  of  copycat  deals  in  computers,  telecommunications, 
media,  and  technology  are  any  indication,  these  companies 
seem  to  fear  they  will  be  left  behind  forever  if  they  don't  do 
something  and  do  it  fast.  "Nobody  wants  to  be  marooned," 

says  David  A.  Nadler, 
chairman    of  Delta 
Consulting  Group. 
In  1991,  when  at&t 

succeeded  in  taking  over  computer  maker  NCR,  it  figiu'ed  it 
had  won  a  major  victoiy  in  its  dream  of  linking  computei-s  and 
telecommunications.  As  things  turned  out,  the  di-eam  proved 
to  be  wishftil  thinking.  Moreover,  sources  familiar  with  the 
maniage  say  that  at&t  may  have  en'ed  by  taking  a  hands-off 
approach.  Ii'onically,  when  ncr  later  acquired  Teradata  Corp., 
it  blew  away  some  of  the  company's  most  creative  people. 


Special  Report 


Harsco  Corp.,  a'  diversified  manufacturer  based  in  He 
risburg.  Pa.  succeeded  in  expanding  its  steel  mill  servi 
business  globally  with  its  $400  million  acquisition  of  Mul 
Serve  International.  But  it  still  stumbled  in  tiying  to  tu 
swords  into  plowshai'es  with  a  tiny  deal.  When  Harsco  lost  i 
U.  S.  Army  contract  to  supply  five-ton  trucks,  it  paid 
million  to  a  defunct  school-bus  company  in  a  bid  to  salvai 
the  truck  plant,  which  was  now  making  tiucks  for  expoi 
"The  startup  period  was  too  slow,  production  costs  were 
high,  and  Harsco  failed  to  gain  market  penetration,"  says  He 
SCO  Chairman  Derek  C.  Hathaway.  Meanwhile,  foreign  tru^ 
deals  fell  through.  In  1994,  Harsco  moved  to  close  the  pla 
and  charged  off  $8  million. 

Although  consolidation  of  health-care  providers  has  ma( 
sense  for  some,  it  certainly  didn't  for  Dallas-based  Medic 
Care  International  Inc.  and  Critical  Care  America,  based 
Westborough,  Mass.  If  ever  there  was  a  mai'riage  made  in  h€ 


SOFTWARE 


CLICKING  m  MERGE  ISN'T  ENOUGH 


In  the  information-technology  in- 
dustry, blink  and  you  might  miss 
the  next  big  trend.  No  sui'prise, 
then,  that  tech  companies  have  been 
among  the  most  active  dealdoers.  In 
the  first  half  of  1995,  deal  volume 
jumped  76%,  to  649,  for  a  record 
$39.3  billion,  according  to  Broadview 
Associates,  a  merger  adviser. 

In  the  fast-paced  software  market 
it's  often  quicker  for 
companies  to  buy 
products   than  to 
spend  years  devel- 
oping  their  own. 
And  size  is  an  im- 
portant advantage, 
so  companies  are 
joining   forces  to 
broaden  product 
lines  and  cut  costs. 
The  synergies  are 
so  gr'eat,  these  com- 
panies figure,  that 
they're  willing  to 
pay  huge  premiums 
for  their  prizes.  The  biggest:  In  July, 
IBM  paid  $3.5  bilUon,  or  $64  a  share, 
for  Lotus  Development  Covy.,  about 
twice  the  preannouncement  price,  ibm 
was  after  Lotus'  popular  Notes 
"gToupware"  pi'ogi'am,  which  it 
thought  could  give  it  a  strategic  edge 
in  the  high-growth  market  for  net- 
woi'ked  software;  analysts  called  the 
deal  brilliant. 

Will  big  premiums  pay  off?  It's  too 
soon  to  know  for  sure.  But  history 


has  shown  that  strategic  technology 
deals,  while  they  may  make  sense  on 
paper,  are  tough  to  cany  out.  "Peo- 
ple do  these  deals  as  big  strategic  vi- 
sions, and  they  forget  that  what 
makes  them  work  are  all  the  de- 
tails," says  Gordon  E.  Eubanks  Jr., 
chief  executive  officer  of  Symantec 
Corp.,  which  he  built  into  a  $335  mil- 
lion software  company  by  a  series  of 
acquisitions.  That's 
especially  trae  in 
software,  where 
brainpower  counts 
for  more  than 
horsepower. 

One  of  software's 
iTiost  ill-stai'red  ac- 
quirers is  Borland 
International  Inc.,  a 
maker  of  languages. 
In  1991.  Boriand 
paid  $440  million 
for  Ashton-Tate 
Co.,  then  the  domi- 
nant suppher  of 
personal-computer  database  software. 
But  Ashton-Tate  had  started  to  fall 
behind  by  then,  and  product  delays 
continued  under  Borland.  Borland's 
inability  to  digest  the  acquisition 
sank  it,  some  say.  Borland  went  on 
to  report  huge  losses  for  four 
straight  years. 

Attention  to  detail  won't  help  if 
the  strategic  vision  behind  an  acqui- 
sition is  flawed.  Take  Novell  Inc.  In 
the  early  '90s,  under  then-Chairman 


Ray  Noorda,  Novell  set  out  to  beat 
Microsoft.  No  matter  that  Novell 
was  the  dominant  supplier  of  net- 
working software.  Noorda  was  deter- 
mined— some  say  obsessed — to 
match  Microsoft's  every  move,  a 
flawed  strategy,  it  turns  out. 
STEAMROLLED.  In  1991,  Novell 
bought  Digital  Research  Inc.,  which 
made  dr-dos,  a  PC  operating  system 
that  competed  v/ith  Microsoft's  popu- 
lar MS-DOS.  In  1993,  it  snatched  up 
Unix  System  Laboratories,  which  de- 
veloped the  Unix  operating  system, 
for  $320  milUon.  In  June,  1994,  came 
the  $855  million  acquisition  of  Word- 
Perfect Corp.,  developer  of  the  lead- 
ing word  processing  progi'am. 

WTien  Novell  bought  WordPerfect, 
its  market  was  ah'eady  under  siege 
ft'om  Mici'osoft.  It  now  has  90%  of  the 
mai'ket  for  "suites"  that  include  word 
processing  programs;  Novell's  shai'e  is 
5%  and  falling.  "Microsoft  has  been 
rolling  over  WordPerfect  for  three 
years  now,"  says  Charles  Fedennan,  a 
Broadview  managing  director. 

Novell's  other  deals  fared  poorly, 
too.  It  has  discontinued  development 
of  DR-DOS,  and  on  Sept.  20  sold  its 
languishing  Unix  business  for  just 
$72  million.  Now  it's  refocusing  on  its 
core  networking  business — lest  Mi- 
crosoft gT-?b  that,  as  well.  Concen- 
trating on  the  core  business  is  a 
strategy  a  lot  of  other  software  play- 
ers might  consider. 

By  Amy  Cortese  in  New  York 
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Kealize 
Dreams 


While  creating  optical  fiber,  a  product  that 
realized  the  age-old  dream  of  communicating 
by  light,  the  men  and  women  of  Coming's 
Telecommunications  Products  Division 
pursued  a  dream  of  their  own. 

Winning  the  1995  Malcolm  Baldrige 
National  Quality  Award. 

That  dream  is  now  real. 

For  their  teamwork,  tenacity  and  inspired 
application  of  Total  Quality,  all  of  us  at 
Cornmg  salute  them. 


Corning  Incorporated 
CORNING       Corning,  New  York 


Special  Report 


this  September,  1992,  combina- 
tion of  the  nation's  lai'gest  sui'- 
gery-center  chain  and  largest 
independent  operator  of  home 
intravenous  services  was  it. 
The  concejjt — to  create  a  hos- 
pital vnthout  walls  and  enable 
Medical  Ca)'e  Ameiica  to  prof- 
it fi'om  the  rising  demand  foi' 
low-cost  outpatient  services — 
certainly  sounded  good.  But 
viitually  eveiything  that  could 
go  WTong  in  a  merger  went 
wrong  in  this  one.  Poor  tim- 
ing, faulty  due  diligence,  cul- 
ture clashes,  and  big  egos 
doomed  the  deal  from  the 
start.  The  merger  took  place 

just  as  intensified  competition  began  driving  down  prices  for 
home  infusion  semces.  Critical  Care's  problems  were  masked 
by  slow  insurer  payments  and  inft-equent  internal  reporting, 
which  made  it  difficult  to  spot  trends. 

Less  than  thi'ee  weeks  after  the  merger.  Chairman  and 
CEO  Donald  E.  Steen  annoimced  that  tliird-ciuai-ter  1992  results 

would  fall  below  e.x]3ec- 
tations,  triggering  a 
free  fall  in  Medical 
Care  America's  shares. 
Management  responded  by  slashing  Critical  Cai'e's  staff,  which, 
in  tm-n,  caused  it  to  lose  customers.  Shareholder  lawsuits  fol- 
lowed. "The  Critical  Care  merger  was  bad,  really  bad,"  says 
Steen.  "It's  something  I'm  trying  to  forget."  In  March,  1994, 
Medical  Care  America  sold  off  Critical  Care  to  Caremark 
International  Inc.  and  six  months  later  sold  out  to  Colum- 
bia/HCA Healthcare  Coip.  for 
$850  miUion.  "This  has  been  a 
very  good  merger,"  Steen 
says,  lai-gely  because  its  broad 
geogi'aphic  coverage  and  sup- 
ply contracts  have  enabled  it 
to  lower  i)rices. 
CHAPTER  11.  Other  attempts 
at  expanding  by  acquiring 
closely  related  companies 
have  also  bombed.  Take,  for 
example,  Kmart  Corp.'s  early 
1990s  acquisitions  strategy. 
Instead  of  focusing  on  its  core 
discount  business,  it  lost  more 
ground  to  Wal-Mart  Stores 
Inc.  when  it  diveited  its  at- 
tention and  capital  to  buying 
up  fast-gi'owing  specialized  re- 
tailers, sometimes  paying  top 
dollar.  By  yearend  1!>92, 
Kmart  had  become  a  $oO  bil- 
lion-sales retail  conglomerate 
with  seven  specialty  store 
chains  and  2,300  Kmart 
stores.  But  overhead  was 
higher  than  rival  Wal-Mart 
and  sales  per  square  foot  low- 
er. "The  Kmart  stores  were 
totally  neglected,"  says  Tiish 
Reopelle,  an  analyst  with  the 
State  of  Wisconsin  Invest- 
ment Board.  A  year  later, 
Kmart  was  forced  to  begin 
selling  its  specialty  stores  and 


JAMES  QUELLA 

Mercer  Management 
Consulting 

"Many  deals  destroy  a 
lot  of  value."  Mergers 
and  acquisitions, 
Quella  declares, 
"are  still  a  slippery  slope." 


The  Worst  Megadeals  of  the  1990s 


by  1995,  CEO  Joseph  Antoij 
was  out  of  a  job.  Lately, 
lysts  have  even  sugges^ 
that  Kmart  file  for  bar 
cy  protection.  The  compd 
denied  it  had  such  intentiq 
After  failing  to  come  i 
with  a  workable  strategic  | 
tionale,  buyers  too  frequer 
are  seduced  into  overpayil 
Mark  Sirower,  an  assist; 
professor  of  management 
New  York  University's  Sti 
School  of  Business,  author 
a  1994  doctoral  dissertat 
on  the  link  between  acqu 
tion  premium  and  syner 
says:  "If  you're  paying  a  h 
premium  for  an  opportunistic  acquisition,  you  ought  to  kn 
[that]  on  avei-age,  it's  not  going  to  woi'k.  It's  not  going  to 
back  its  cost  of  capital." 

What's  an  excessive  acquisition  premium?  Says  Sirow 
"Because  synergies  are  so  difficult  to  achieve  even  witl 
sound  strategy,  once  you  cross  the  25%  threshold,  yoi 
really  piling  on  the  risk."  If  Sirower  is  right,  then  a  lot 
companies  are  gambling  heavily.  So  far  in  1995,  according 
Mergerstat,  average  premiums  on  deals  over  $500  mill 
was  about  37%,  down  from  about  41%  last  year  but  up 
matically  from  26%.  in  1993. 

Companies,  Sii'ower  says,  already  ai'e  forced  to  compete 
hard  that  it's  difficult  to  produce  large  gains  in  returns  £ 
profitability.  "But  if  you  pay  a  premium,  you've  got  to  comp 
even  better"  Meanwhile,  he  says,  "the  clock  is  ticking  on 
extra  money  you've  paid."  In  his  dissertation,  Su'ower  concl 

ed  that  to  recover,  say,  a  5 


ACQUIRER/ADVISER 

TARGET 

VALUE  IN 
$BILLIONS 

COMPLETED  CAGR* 

MEDICAL  CARE  INTL 

FIRST  BOSTON 

CRITICAL  CARE 
AMERICA 

.85 

1992 

.055 

QUAKER  OATS 
LAZARD  FRERES 

SNAPPLE 
BEVERAGE 

1.70 

1994 

.726 

NOVELL 

MORGAN  STANLEY 

WORDPERFECT 

1.42 

1994 

.773 

TIME  INC. 
WASSERSTEIN/SLH 

WARNER 

COMMUNICATIONS 

12.84 

1990 

.790 

MORGAN  STANLEY 

SECURITY 
PACIFIC 

4.21 

1992 

.892 

COSTCO  WHOLESALE 

DONALDSON  LUFKIN 

PRICE  CO. 

1.57 

1993 

.951 

ELI  LILLY 
LEHMAN  BROS, 

PCS  HEALTH 

4.10 

1994 

.971 

AT&T 

MORGAN  STANLEY 

NCR 

7.53 

1991 

1.020 

MELLON  BANK  CORP 
GOLDMAN  SACHS 

BOSTON  CO. 

1.45 

1993 

1.077 

MATSUSHITA 

NOMURA  WASSERSTEIN 

MCA 

7.41 

1991 

NA 

DATA:  BUSINESS  WEEK,  SECURITIES  DATA  CO.,  S&P'S  COMPUSTAT 

*CAGR:  Compound  annual  growth  rate  in  market  value  divided  by  indus- 
try index,  based  on  acguirer  total  return  3  months  before  announcement 
and  36  months  thereafter,  or  longest  time  period  available 


acquisition  premium,  a  bu; 
who  began  realizing  synerg 
in  the  second  yeai"  would  hi 
to,  in  effect,  increase  the 
tum  on  equity  of  the  tar] 
by  12  percentage  points  in 
second  year  and  maintain 
over  the  next  nine  yeai-s— j 
to  break  even. 

That  makes  Time  Wa: 
Inc.'s  $7.5  billion  offer 
Tiu'ner  Broadcasting  Syst 
Inc.  appear  even  more 
zarre.  Says  Mercer's  Que 
"Turner  oveipaid  for  much 
what  he  bought,  and  n 
Time  Warner  is  paying  a  p 
mium  on  top  of  that." 

Although  buyers  tliink  tl  I 
may  be  doing  the  smart  th 
by  buying  a  company  in  a 
lated  business,  the  Mer( 
analysis  found  that  becai 
they  pay  higher  premiu 
than  they  do  for  compan 
in  unrelated  businesses,  tl 
leave  the  advantages  of  rel 
ed  acquisitions  on  the  ne; 
tiating  table. 

But  most  experts  say  tl 
the  deal-breaker  is  usua 
bad  postmerger  planning  £ 
integration.  They  genera 
agree  that  if  a  deal  is 


Because  while  others  watch  the  clock, 
we  know  that  time  is  money 

Speed  is  often  the  difference  between  success  and  failure.  And  as  a  wholesale  bank 
with  a  fuU  range  of  financial  and  investment  banking  services,  we  routinely  deliver 
fast,  innovative  answers  to  corporate  financial  needs.  We'U  give  you  support  for 
the  long  term,  too.  We're  The  Long-Term  Credit  Bank  of  Japan. 


The  Long-Term  Credit  Bank  of  Japan,  Limited 

Tokyo,  London,  Paris,  Brussels,  Frankfurt,  Zurich,  Milan,  Madrid,  New  York,  Chicago,  Los  Angeles,  Greenwich,  Philadelphia,  Toronto,  Atlanta,  Dallas, 
Mexico  City,  Sao  Paulo,  Hong  Kong,  Singapore,  Seoul,  Bangkok,  Labuan,  Beijing,  Shanghai,  Guangzhou,  Kuala  Lumpur,  Jakarta,  Sydney,  Melbourne 


Special  Report 


stand  any  chance  of  success,  companies  must  move  quickly 
and  decisively  to  appoint  the  new  management  team,  cpt 
costs,  reassure  customers,  and  resolve  cultural  conflicts. 

First  Chicago's  planned  merger  with  nbd  has  some  insiders 
wondering  whether  these  two  disparate  corporate  cultiu'es — 
a  freewheehng  money  center  institution  that  serves  large 
corporations,  and  nbd,  a  consei-vative  middle-mar-ket  lender — 
can  possibly  work  together.  Foui"  months  into  the  merger,  in- 
siders say  lines  of 
management  respon- 
sibility and  authority 
ai-e  still  unclear  Said 
one  senior  executive:  "The  people  in  Chicago  think  they  are 
being  taken  over  by  Detroit,  and  the  people  in  Detroit  think 
they  are  being  taken  over  by  Chicago." 

Few  deals  made  more  sense  on  paper  yet  so  little  sense 
culturally  than  the  October,  1993,  merger  of  Price  Club  and 
Costco  Wliolesale  to  create  Price/Costco  Inc.,  which  became 
the  second-largest  operator  of  warehouse  clubs  after  Wal- 
Mart's  Sam's  Club.  "The  economies  of  the  two  companies 
coming  together  to  compete  vdth  Sam's  Club  were  compel- 
ling," says  Jeffi-ey  Atkin,  principal  of  the  Seattle  money- 
management  fii'm  of  Kunath  Kairen  Rinne  &  Atkin. 

The  deal  had  many  problems,  but  the  woi'st  were  cultural. 
The  Price  and  Costco  people  just  didn't  seem  to  hit  it  off. 
Says  analyst  Michael  J.  Shea  of  Charter  Investment  Group: 


"The  Price  guys  had  much  more  of  a  real  estate  strip- 
mentality.  The  Costco  guys  were  the  type  who  started  wc 
ing  at  gi"ocery  stores  bagging  groceries  when  they  were 
years  old  and  worked  their  way  up  the  ladder."  In  one  of 
shortest  coi-]3orate  maniages  ever,  Price  and  Costco  broke 
after  less  than  a  year,  in  August,  1994.  Says  analyst  M 
Byl,  of  Lau-d  Norton  Trust  Co.:  "The  best  thing  to  happer 
that  marriage  was  the  divorce." 

All  this  indicates  that  many  lai'ge-company  CEOs  are  mali 
multibiUion-dollai'  decisions  about  the  future  of  theii'  compan 
employees,  and  shai'eholders  in  pait  by  the  seat  of  their  pa 
When  things  go  wrong,  as  the  evidence  demonstrates 
they  often  do,  these  decisions  create  unnecessary  tumult,  k 
es,  and  heartache.  While  there  clearly  is  a  role  for  though 
and  well-conceived  mergers  in  American  business,  all  too  mi 
don't  meet  that  description.  Moreover,  in  merging  and  acqi 
ing  mindlessly  and  flamboyantly,  dealmakers  may  be  erod 
the  nation's  gi'owth  prospects  and  global  competitiveness, 
lars  that  are  wasted  needlessly  on  mergers  that  don't  w 
might  better  be  spent  on  research  and  nev/-product  develj 
ment.  And  in  view  of  the  gi'owing  number  of  corporate  divd 
es,  it's  cleai-  that  the  best  strategy  for  most  would-be  marri| 
partners  is  never  to  march  to  the  altar  at  all. 

By  Phillip  L.  Zweig  in  New  York,  vMh  Judy  Perk 
Kline  in  Pittsburgh,  Stephanie  Anderson  Forest  in  Dal\ 
and  Kevin  Giidridge  in  Seattle 


BANKING 


A  BANK-EAT-BANK  WORLD-WITH  INDIGESTION 


When  the  news 
broke  on 
Aug.  28  that 
Chemical  Banking 
Corp.  and  Chase 
Manhattan  Corp. 
had  a  $10  billion 
plan  to  merge,  in- 
vestors sent  their 
stocks  soaring. 
"What  we've  creat- 
ed is  an  unusually 
well-diversified  mix 
of  businesses,  where 
we  have  leadership 
positions  almost 
across  the  board,"  exulted  Chemical 
Chief  Executive  Officer  Walter  V. 
Shipley. 

Look  again.  The  banks  expect  to 
cut  costs  by  a  hefty  $1.5  billion  and 
eliminate  12,000  jobs.  But  they  have 
yet  to  detail  plans  to  increase  reve- 
nues— a  much  harder  chore.  And 
some  analysts  are  fretting  about  the 
deal's  complexity. 

SORRY  TRACK  RECORD.  Shipley  says 
those  challenges  are  "more  than  off- 
set" by  Chemical's  experience  with 
mergers.  However,  pitfalls  lurk 
everywhere  when  banks  combine 
hard-to-value  intangible  assets,  par- 
ticularly in  the  current  bank-merger 
frenzy.  "On  paper,  all  these  deals 


Kraushaar,  an  ana- 
lyst at  Merrill 
Lynch  &  Co.  But, 
he  adds,  particular- 
ly for  deals  assum- 
ing big  revenue 
gains,  "the  risk  of 
some  of  these  deals 
not  being  100%  ex- 
ecuted [as  planned] 
is  going  to  gi'ow." 

One  reason  for 
skepticism  is  the 
Sony  record  of  past 
deals.  Case  in  point: 
BankAineiica  Corp. 
and  Seciuity  Pacific  Corp.  When 
BofA  swallowed  its  largest  competitor 
in  1992,  it  gained  market  position  and 
cut  $1.2  billion  in  costs.  But  BofA  also 
had  to  write  down  $5  bilhon  in  assets 
as  the  CalifoiTiia  economy  soured  and 
take  merger-related  charges  of  $449 
miUion — together  more  than  Security 
Pacific's  net  worth. 

Today,  BofA  is  back  to  respectable 
levels  of  profitability,  ceo  Richard  M. 
Rosenberg  says:  "The  strategy  we 
put  in  place  in  1992  has  clearly  be- 
gun to  pay  off"  But  some  unhappy 
investors  have  been  seriously  fiais- 
trated  in  the  process. 

BofA  is  hardly  alone.  Less  than 
three  months  after  the  $5.4  billion 


look  pretty  encouraging,"  says  Judah    deal  between  First  Union  Corp.  and 


First  Fidelity  Bancorp  was  an- 
nounced. First  Union  said  it  would 
boost  its  one-time  merger  charge 
from  $140  milhon  to  $270  milhon. 
First  Union  says  its  deal  experience 
will  help  it  quickly  reach  its  targets, 
But  some  analysts  are  questioning 
the  deal's  strategic  merit. 

KeyCoip's  1994  merger  with  Soci 
ety  Corp.  hasn't  been  easy  either.  Al- 
though cost  savings  have  been  sub- 
stantial, "we  did  not  get  the  revenue 
enhancements  as  quickly  as  we 
hoped,"  says  KeyCorp  Chief  Operat- 
ing Officer  Henry  L.  Meyer  III. 

Some  bank  mergers  have  worked 
well,  particularly  in-market  deals. 
Take  Chemical's  1991  merger  with 
Manufacturers  Hanover  Coip.  Some 
$750  million  in  costs  were  ehminated, 
and  Chemical  is  now  a  leader  in  sev- 
eral key  businesses.  There  is  also  a 
strong  macroeconomic  argument  for 
bank  mergers:  They  help  wpe  out 
chronic  excess  capacity. 

For  shareholders  and  bankers, 
though,  bank  deals  are  at  best  a 
mixed  bag.  Despite  the  lUsh  to 
merge,  bankers  should  take  a  very 
skeptical  look  at  whether  the  conven- 
tional wisdom  might  not  really  be 
closer  to  folly. 

By  Kelley  Holland  in  New  York, 
with  Sam  Zuckerman  in  San  Fran- 
cisco and  bureau  reports 


Special  Report 


THE  WORLD  IS  NOT  ALWAYS 
YOUR  OYSTER 

Why  cross-border  mergers  so  often  come  to  grief 


I 


It  was  a  tragic  ending  to  a  story  that  began  hopefully. 
Bangkok-based  Unicord  PLC,  one  of  the  world's  biggest  fish 
processors,  spent  $280  million  in  1989  to  buy  Biunble  Bee 
Seafood  Inc.,  a  San  Diego  tuna  canner  whose  name  is 
known  around  the  globe.  Combining  Unicord's  clout  in  supply- 
ing fish  fi'om  Asian  waters  with  the  world's  No.  3  tuna  brand 
seemed  like  a  brilUant  stroke  of  vertical  integi-ation.  But  by 
this  year,  a  potent  combination  of  marketing  mistakes,  some 
$200  million  in  acquisition  debt,  and  bad  luck  had  driven  Uni- 
cord founder  Dumri  Kornanthakiat  to  despair.  Bank  credi- 
tors were  beating  down  the  door,  competitors  were  matching 
his  eveiy  price  move,  and  Bumble  Bee  was  still  in  the  red.  On 
Jime  13,  43-yeai"-old  Dimiii  committed  suicide,  shooting  himself 


tions  in  general,"  says  Susan  Schneider,  professor  of  hi 
resources  management  at  the  University  of  Geneva's  busi: 
school.  "For  cross-border  deals,  the  value  is  even  hardeij 
measure."  According  to  a  study  of  cross-border  merg 
among  lai'ge  companies  by  consultants  McKinsey  &  Co., 
ly  40%  end  in  total  failure,  with  the  acquiring  company 
er  earning  back  its  cost  of  capital. 

The  logic  of  international  mergers  has  always  seer 
compelling.  Acquiring  existing  production  or  distribut| 
abroad  tends  to  be  cheaper  and  easier  than  starting 
scratch.  For  instance,  although  Coca-Cola  Co.  was  ah'eady  | 
riving  62%  of  sales  abroad  in  1981,  a  campaign  of  investing 
foreign  bottlers  has  helped  it  cement  its  leadership  positi 


BERND 
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"We  will  need 
five  years  to 
get  [Rover 
productivity]  to 
the  levels  we 
need  them  to  be " 


in  his  Bangkok  office.  His  compa- 
ny is  now  on  the  block. 

Most  cross-border  deals  don't 
end  in  bloodshed.  But  as  falling  trade  and  regiilatoiy  baniei's 
around  the  world  prompt  more  and  more  companies  to  "go 
global,"  many  find  they  pay  a  heavy  price  for  buying  their 
way  into  a  foreign  market.  On  top  of  the  usual  challenges  of 
acquiring  a  company — paying  a  fair  price,  melding  two  man- 
agement teams,  and  capturing  the  elusive  "synergy"  that's 
supposed  to  light  up  the  bottom  line — special  risks  and  costs 
attach  to  cross-border  mergers  (table,  page  134).  They  often 
involve  wide  differences  in  distance,  language,  and  culture 
that  can  lead  to  serious  misunderstandings  and  conflicts. 

"There's  a  real  question  about  the  value  added  of  acquisi- 


abroad  vis-a-vis  PepsiCo.  In  markets  where  Coke  laggS 
such  as  Eastern  Europe,  heavy  spending  on  distribution| 


lowed  it  to  overtake  its  archrival. 

Logic  doesn't  always  translate  into  profits,  however.  T 
Bridgestone  Coip.'s  1988  acquisition  of  money-losing  Firest 
Tu-e  &  Faibber  Co.  The  Japaiiese  tire  maker  paid  $2.6  bil 
for  Akron-based  Firestone,  a  rich  price  that  left  obserV 
agape.  But  Bridgestone,  then  the  world's  third-largest  ' 
maker,  was  eager  to  solidify  its  global  status  and  its  positioij 
the  U.  S.  as  more  Japanese  cannakers  set  up  shop  there,  u 

Strategically  smart  as  the  deal  might  have  been,  r  ' 
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and  using  these  and 


other  basic  molecules  Praxair 


Nitrogen-inerted  process  for  soldering  circuit  boards  reduces 
defects,  cuts  costs,  eliminates  use  of  chlorofluorocarbons. 


elping  industries 


Extra  oxygen  injected  into  an  electric  arc  furnace 
converts  potential  carbon  monoxide  emissions  into 
extra  energy  instead. 

^  ^^1^  global  marketplace  which 
>  mercilessly  competitive  yef 
cologically  uncompromising^ 
PRAXAIR  A  $2.7  bilHo 


MING  OUR  PLANET  MORE  PRODUCTIVE 


ompany  and  growing. 

r    more    information    please    call  1-800-516-9265 


The  Japanese  are  a  glaring  case  of  the  ''hubris  effect": 
They  have  lost  $320  billion  buying  U.S.  trophy  properties 
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unlikely  to  pay  off  financially  for  a  long  time.  Firestone's  new 
owners,  inexperienced  with  operating  abroad,  initially  kept 
existing  management  in  place  rather  than  putting  in  fresh 
leadership  at  the  troubled  company.  Poor  marketing  that 
downplayed  the  Firestone  name  left  U.S.  consumers  con- 
fused. Firestone  lost  $1  billion  in  the  first  five  years  after  the 

deal.  And  on  top  of 
the  purchase  price, 
the  Japanese  had  to 
invest  more  than  $1.5 
billion  to  upgrade  Firestone  plants.  Better  marketing  has  fi- 
nally turned  the  company  in  the  right  direction,  but  a 
lengthy  strike  last  year  cost  Bridgestone/Firestone  $80  mil- 
lion in  lost  profits.  For  the  year,  the  company  made  just  $29 
million  on  sales  of  $5.67  billion.  Predicted  earnings  of  $100 
million  in  1995  will  only  begin  to  put  a  dent  in  accumulated 
losses. 

Even  more  compatible  deals  tend  to  require  a  lot  more 
patience  than  expected.  Wlien  German  carmaker  BMW  in 
early  1994  paid  $848  million  for  Rover  Group  Holdings  PLC, 
Britain's  last  major  independent  auto 
producer,  many  analysts  hailed  the 
combination.  With  the  acquisition,  bmw 
got  the  popular  Range  Rover  brand 
and  beat  rival  Mercedes-Benz  in  the 
race  for  a  four-wheel-drive  sport-util- 
ity vehicle.  BMW  Chief  Executive 
Bemd  Pischetsrieder  believes  Rover's 
price  was  approximately  what  bmw 
would  have  had  to  invest  to  design 
and  produce  a  sport-utility  vehicle 
from  scratch.  And  since  Rover  also 
makes  smaller  and  cheaper  sedans, 
BMW  was  able  to  broaden  its  product 
range  without  diluting  its  luxury 
brand  image. 

"A  CANDY  STORE."  Despite  the  stra- 
tegic fit,  Rover  came  with  plenty  of 
problems,  bmw  will  need  to  make 
heavy  capital  expenditures  to  expand 
Rover's  European  distribution,  now 
dangerously  concentrated  in  Britain. 
The  owners  will  also  have  to  commit 
major  resources  to  research  and  de- 
velop new  models — about  $709  million 
in  each  of  the  next  three  years — be- 
cause Rover  had  relied  heavily  on 
Japan's  Nissan,  its  former  partner,  for 
engineering  and  design.  In  addition.  Rover's  subpar  financials 
have  dragged  down  those  of  bmw  as  a  whole.  Net  profits  on 
sales  for  1995  are  less  than  2%,  vs.  4%  to  4.5%  before  the  ac- 
quisition. Pischetsrieder  insists  the  acquisition's  costs  have 
held  no  smprises,  but  he  concedes:  "We  will  need  five  years  to 
get  [Rover  productivity]  to  the  levels  we  need  them  to  be." 
Frankfurt-based  Schi'oder  Munchmeyer  Hengst  Research  ex- 
pects Rover  to  hiut  bmw  profits  for  two  to  three  more  years, 
and  rates  bmw  shares  a  sell. 

Buying  targets  in  the  U.S.  may  take  even  longer  to  pay 
off.  As  the  world's  biggest  economy  with  the  added  attractions 
of  pohtieal  stabihty  and  a  favorable  regulatory  environment, 
the  U.S.  is  "the  candy  store  for  the  world,"  says  Stephen  B. 
Blum,  national  director  for  corjjorate  finance  at  kpmg  Peat 
Marwick.  Of  the  2,216  cross-border  takeovers  completed  in  the 


Pitfalls  of 
Foreign  Buying 


Foreign  acquirers  usually  pay  more 
for  targets  than  a  domestic  buyer 
would,  often  with  inflated  hopes  of 
future  synergies 
Differences  of  language  and 
culture  aggravate  integration  of 
two  management  teams 
Misperceptions  about  the  target's 
home  market  can  lead  to 
mai'keting  gaffes 

Vertical  integration  is  much  harder 
in  cross-border  deals  than  intra- 
countiy  deals 

Employees  tend  to  be  even  more 
frightened  of  new  management  if 
bosses  are  from  another  country 
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fil'st  nine  months  of  1995,  427  involved  an  American  targ 
But  as  the  Bumble  Bee  and  Firestone  examples  demc 
strate,  the  risks  are  high  and  range  beyond  mere  cultu 
pitfalls.  Foreign  acquirei's,  for  instance,  on  balance  pay 
most  twice  as  much  as  a  domestic  buyer  would.  According 
KPMG,  the  average  price  paid  by  a  foreign  acquirer  foi 
U.S.  target  in  the  first  nine  months  of  1995  was  $78  milli 
vs.  a  global  average  of  $39  million.  Why  the  bonus?  Sa 
Blum:  "$10  million  or  $20  million  buys  you  a  big  chunk 
the  market  in  most  other  countries.  In  the  U.S.,  it  wo 
even  buy  you  visibility." 

Paradoxically,  the  weak  dollar  hasn't  made  U.S.  acqui 
tions  any  cheaper.  Instead,  says  David  J.  Ravenscraft,  finai 
professor  at  the  University  of  North  Cai'oUna's  Kenan-Flag 
Business  School,  buyers  whose  national  cuirency  is  strong 
ten  overbid  because  they  feel  flush.  Besides  their  tendency 
overpay,  foreign  acquirers  don't  do  a  good  job  of  turni 
their  targets'  losses  into  profits,  at  least  in  the  short  ter 
Ravenscraft  and  fellow  economist  William  F.  Long,  presid( 
of  Business  Performance  Research  Associates  in  Bethesi 
Md.,  carried  out  a  pilot  study  of 
American  companies  acquired  by  f 
eign  buyers  between  1977  and  19 
The  results  showed  that  in  most  cas 
the  new  management  failed  to  imprc 
the  target  company's  operating  pi 
formance  a  year  after  the  acquisitiJ 
Ravenscraft  also  cites  the  "hub| 
effect" — when  foreign  CEOs  pay 
dollar  for  U.  S.  companies  for  pri 
tige  instead  of  strategic  or  finanq 
reasons.  The  most  glaring  example 
the  Japanese,  who  have  lost  $320 
lion  buying  U.S.  trophy  propert| 
since  1986,  according  to  Nomura 
search  Co.  They  have  since  bailed 
of  money-losing  U.S.  assets  frJ 
Rockefeller  Center  to  MCA  to  fast-fq 
chain  Ai'by's. 

American  CEOs  are  subject  to 
bris,  too.  FoiTner  Chiysler  Chair 
Lee  A.  lacocca  bought  stakes  in  Ital] 
sports  carmakers  Lamborghini 
Maserati  in  the  mid-1980s  largely 
of  self-indulgence.  The  acquisitions 
virtually  no  business  rationale,  aBsi 
Chrysler  unloaded  them  in  the  ea 
1990s.  Ford  Motor  Co.'s  $2.5  billion 
quisition  of  Jaguar  Ltd.  in  1989,  when  the  British  compaj 
was  bleeding  cash,  still  has  many  analysts  shaking  th| 
heads.  The  auto  maker  has  had  to  spend  an  additional  $1 
lion  improving  Jaguar's  notoriously  poor  quality  and  expai 
ing  facilities  in  Britain.  Not  until  1994  did  Jaguar  begin  to  ( 
out  a  small  profit,  and  Ford  is  still  nowhere  near  recover] 
its  investment.  | 

The  high  failure  rate  for  cross-border  acquisitions  does 
seem  to  be  detening  buyere.  In  fact,  international  deals  in  t 
fij-st  hah"  of  1995  jumped  6%  by  number,  to  2,778,  and  25%  f 
value,  to  $111  billion  over  first-half  1994,  according  to  KPI^ 
But  unless  companies  figure  out  a  less  expensive  way  to 
global,  the  disappointments  are  hkely  to  continue. 

By  Joan  Warner  in  New  York,  with  John  Templeman 
Barm,  Robert  Horn  in  Bangkok,  and  b^ireaii  reports 
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1  J|n  these  changing  times,  you  always  know  where  we  stand. 

"'re  Transamerica,  the  people  in  the  Pyramid.  We  biggest  leasing  companies.  We  believe  in  offering 

I  er  life  insurance,  annuities,  retirement  plans,  mutual  customers  real  solutions  to  their  financial  needs, 

1  ids  and  other  products  to  help  people  plan  and  at  reasonable  prices.  Because  in  this  busy 

1  est  for  the  future.  We  provide  loans  to  help  families  world,  there  should  be  some  things 

;  J  businesses  grow.  We're  also  one  of  the  world's  you  can  count  on.  TRANSAMERICA 


I 


Life  Insurance  •  Iincstments  •  Lending  •  Leasing 
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COMPANIES  THAT  LIVE  ALONE 

-AND  LIKE  IT 

From  Wal-Mart  to  Cabletron,  those  who  resist  the  urge  to  merge  can  still  end  up  winne 


With  merger  mania  raging  unabated,  today's  con- 
ventional wisdom  is  that  if  you're  sitting  out 
this  merger  boom,  you'll  be  left  behind  in  the 
ruthless,  competitive  race  to  grow  bigger  and 
bigger.  But  look  behind  the  headlines,  and  you'll 
find  many  go-it-alone  companies  are  doing  just  fine.  Corpo- 
rations that  eschew  the  urge  to  merge  often  show  that  the 
lonely  road  can  lead  to  big  retiuns.  By  sticking  to  one's  knit- 
ting and  resisting  the  lure  of  diversification — even  into  relat- 
ed lines  of  business — many  companies  have  been  able  to  best 
their  competitors,  from  Wal-Mart  outperforming  Kmart  to 
Coke  beating  Pepsi.  Coca-Cola  Co.'s  chief  financial  officer, 
James  E.  Chestnut,  extols  the  virtues  of  selling  beverages, 
period.  "The  fact  that  we've  focused  on  one  business  brings 
efficiency  to  our  organization." 

Take  top  nonacquirer  Andrew  Corp.  in  Orland  Park,  111. 
(table).  Andrew,  which  makes  antennas  and  transmission 
lines  for  telecommunications  systems,  has  seen  earnings 
grow  19%  a  year  for  the  past  five  years  as  revenue  jumped 
from  $366  million  to  $558  million,  says  c:eo  Floyd  L.  English. 
"We're  staying  away  from  a 
megamerger . . . .  We're  better 
off  putting  our  resources  to 
work  internally.  All  our  real 
gi'owth  and  development  has  oc- 
curred internally."  New  busi- 
nesses and  products  that  were 
generated  fi'om  within  amounted 
to  more  than  $100  million  of  the 
revenue  added  since  1993,  the 
company  says.  And  while  An- 
drew has  made  small  acquisi- 
tions to  diversify  product  offer- 
ings, it  has  achieved  strong 
results  without  big  mergers. 
"It's  tempting  sometimes  to 
grow  that  way,  rather  than  do  it 
internally,  but  I  think  that's 
shortsighted,"  says  Chief  Finan- 
cial Officer  Charles  R.  Nichola. 
HARD  LESSON.  Wal-Mart  Stores 
Inc.'s  blockbuster  success  has 
been  achieved  in  part  thi'ough  a 
z  strategy  of  only  very  selective 
\  purchasing  in  its  core  business. 
\  The  $1  billion  it  spent  in  the 
I  past  two  years  for  122  Woolcu 
i  stores  in  Canada  and  about  100 


PACE  Membership  Warehouse  stores — which  it  bought 
Kmart  Corp. — was  justified  by  the  acquisitions'  real  es" 
value,  not  operating  expertise,  says  J.J.  Fitzsimmons, 
Mart's  finance  vice-president.  Buying  assets  rather  than 
tire  businesses  has  occasionally  been  complemented  by  d 
aimed  at  vertical  integration.  In  1990,  Wal-Mart  bou 
food  distributor  McLane  Co.  to  give  it  gi'ocery  expertis 
it  developed  its  supercenter  business.  As  Fitzsimmons  pu 
these  strategic  moves  help,  but  the  company  is  not  "be 

FLOYD  ENGLISH 

Andrew  Corp. 
"We're  staying  away  from  a 
megamerger.  All  our  real  growth 
. . .  has  occurred  internally." 


Achieving  the  impossible? 
It's  always  possible. 


Edward  Tonino,  Product  Designer,  Remote  Control. 

Eindhoven,  Netherlands. 


Some  people  are  always  looking  for  the  next  mountain 
to  climb.  The  people  at  Philips  are  no  exception. 

I'm  Edward  Tonino.  Product  Designer,  Remote  Control. 

As  a  product  designer,  it's  my  job  to  make  remote 
control  technology  as  simple  and  convenient  as 
possible. 


<ploring  the  possibilities  of  harmonizing  ail  aspects  of  remote  controls, 
they're  used  in  the  home.  And  who  knows  where  the  latest  technology 
us:  handsets  with  fewer  buttons,  or  a  cursor  to  run  your  home. 


PHILIPS 


I?  Well,  that  has  never  stopped  us  before. 


By  sticking  to  its  core  businesses,  Coke  wiped  out  Pepsi 
lead  in  East  Europe,  and  it's  far  ahead  in  Latin  America 
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forced  to  go  to  the  acquisition  market  for  growth." 

That's  a  lesson  discount-store  giant  Kmart  learned  the 
hard  way.  With  Wal-Mart  nipping  at  its  heels  in  the  early 
1990s,  Kmart  gobbled  up  several  specialty  store  chains. 
This  heavy  bet  on  diversification  was  quickly  doomed,  and 
Kmart  was  forced  to  sell  off  divisions  in  1994. 

In  managed  health  care,  fast-growing  U.  S.  Healthcare  Inc. 
bucked  the  megamerger  trend  by  replicating  its  homegrown 
system  in  all  of  its  regional  markets.  In  the  past  18  months,  it 
has  built  health  maintenance  organizations  from  the  gi'oimd  up 
in  Georgia,  Virginia,  Rhode  Island,  and  central  Pennsylvania. 
This  year  314,000  new  members  have  signed  up,  helping  the 
company,  based  in  Blue  Bell,  Pa.,  combat  industiywide  compe- 
tition. "The  only  way  you  can  assiu'e  the  quality  and  consisten- 
cy of  that  model  is  to  build  it  from  scratch  yom-  own  way,"  says 
James  H.  Dickerson  Jr.,  CFO  at  U.  S.  Healthcare. 

For  companies  with  cash  to  spend,  acquisitions  can  be  hre- 
sistible,  especially  if  stockholders  are  antsy  about  maximizing 

returns.  Just  ask 
Craig  R.  Benson, 
chairman  of  computer- 
networking  success 
Cabletron  Systems  Inc.,  based  in  Rochester,  N.  H.  Most  of 
Benson's  competitors  have  been  on  a  buying  frenzy,  leaving 
investors  wondering  why  Cabletron,  which  averages  a  tidy 
28%  annual  retiu-n  on  equity,  isn't  following  suit.  But  Benson 
believes  that  keeping  Cabletron's  technology  pure  gives  him 
an  advantage  in  servicing  clients.  "The  larger  multinationals 
we  sell  to  want  the  steering  wheel  in  the  same  place  and  the 
gas  pedal  on  the  floor,"  says  Benson.  "Wliat  you  find  fi'om  cob- 
bled-together  companies  is  the  steering  wheel  changes  sides 
and  the  gas  pedal  winds  up  in  the  backseat  when  their  next 
product  comes  out."  Cabletron  recently  traded  at  $68  a  share, 
just  a  shade  off  its  52-week  high. 

SODA  POP  WARS.  But  keeping  new  ideas  constantly  percolating 
isn't  easy.  At  Motorola  Inc.,  based  in  Schaumbiu'g,  111.,  the 
founding  Galvin  family  has  fostered  an  environment  that  en- 
coui'ages  staff  to  pursue  new  ventiu'es.  Tlie  $22  billion  wireless- 
communications  and  semiconductor  special- 
ist spent  $1.8  billion  on  research  and 
development  alone  last  year.  Tlie  r&d  push 
continually  spawns  proprietary  technolo- 
gies, and  that  gi-eatly  reduces  the  need  to   Copper  &  Gold,  which  is  No.  2  on  the  1 


beverage  acquisition:  Columbia  Pictures,  which  was  sold 
Sony  Coi-p.  in  1989.  Since  then.  Coke  has  focused  on  growtl 
its  core  businesses,  backed  by  aggi'essive  investment  in  r 
markets  and,  recently,  a  sizable  stock  repurchase  progran 

That  strategy  has  paid  off  handsomely  for  investors, 
the  stock  rising  elevenfold  in  the  past  decade,  a  27%  c( 
pound  annual  growth  rate.  International  markets  prov 
80%  of  the  company's  operating  earnings,  and  Coke  has 
vested  heavily  in  Eastern  Europe  and  South  America.  W] 
the  Soviet  bloc  crumbled,  the  Atlanta-based  bottler  imm< 

ately  earmarked  $1.5  bill 

How  Nonacquirers   f"^"  "investment  in  that 

^  gion,  mcludmg  $450  mill 

Do  Better  for  eastern  Germany.  C| 

typically  invests  in  local 
tiers  and  concentrate  ml 
ers.  Then  it  begins  to  baj 
roll  distribution  activiti 
advertising,    retail  sl| 
space,   and   vending  i 
chines.  "We've  got  all 
possible  opportunities 
can  handle  in  our  core  b| 
ness,"  says  CFO  Chestnui 
More    diversified  ri| 
PepsiCo  Inc.  took  an  ea 
lead  in  the  region,  geneil 
ed  by  distribution  deals! 
many   former  commurl 
countries.  But  by  late  U 
Coke  had  the  market-sh.(i 


•  Stick  to  core 
capabilities 

•  Minimize  capital  risk 
by  investing  in 
existing  operations  or 
through  joint  ventures 

•  Reject  growth  for 
growth's  sake 

•  Nurture  innovation, 
which  later  provides 
avenues  for  internal 
expansion 

DATA:  BUSINESS  WEEK 


The  Top  10  Nonacquirers 


lead  in  every  East  Euroj 
an  country,  with  Pepsi  mounting  a  spirited  counteratt; 
The  duo  is  also  battling  over  Latin  America,  with  Ci 
far  out  in  front.  At  a  recent  bottlers'  convention,  Pn 
dent  Jack  L.  Stahl  boasted  that  Coke  has  captured  90% 
the  domestic  industry's  volume  growth  this  year. 

Some  of  the  companies  that  made  business  week's  lisi 
top  nonacquii'ers,  such  as  Compaq  Com] 
er  Corp.  and  Em-on  Oil  &  Gas  Co.,  an 
businesses  that  have  eschewed  merger: 
the  last  few  years.  Freeport-McMof 


MARKET-VALUE 
APPRECIATION  VS. 
INDUSTRY  INDEX 


go  outside  the  company  to  fuel  its  gi'owth. 
"Acquiring  and  merging  is  not  in  oiu'  histo- 
ly,"  says  President  Christopher  B.  Galvin. 
"We  learn  for  ourselves  and  see  what  we 
can  create." 

When  Motorola  does  work  with  other 
companies  to  move  into  new  areas,  it's  usu- 
ally through  a  lower-risk,  lower-cost  part- 
nership. CiuTently,  Motorola  is  paii'ed  with 
DSC  Communications  Corp.,  a  Piano  (Tex.) 
fiiTO  that  makes  switches  for  routing  calls,  in 
a  bid  to  create  the  next  generation  of 
switches.  If  the  technology  works.  Motoro- 
la gets  to  participate  in  a  new  market.  If  it 
fails,  the  company's  losses  will  be  minimal. 

Even  in  an  indu.stry  as  simple  as  soda 
pop,  internal  investment  can  be  the  growth 
ticket.  Under  ChaiiTnan  and  ceo  Roberto 
C.  Goizueta,  who  took  over  in  1981,  Coca- 
Cola  has  made  only  one  significant  non- 
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has  invested  .$2.5  bilhon  in  internal  dc 
opment  since  1989.  The  energy  Indus 
tends  to  collaborate  in  partnerships  rat 
than  pursue  mergers. 

With  a  healthy  economy  helping  to  dr  ! 
the  merger  trend,  today's  nonacquir 
seem  very  much  out  of  step.  But  if  ' 
economy  slows,  more  companies  m.ay 
nounce  mergers,  predicts  Universityl 
Chicago  finance  professor  Steven  Kapli 
"Expansions  like  the  one  we're  nowf 
tend  to  put  companies  in  the  spendj 


digestive  phase,"  he  says.  That  may  v 
force  today's  merger  partners  to  beco 
tomorrow's  masters  of  internal  growtl 
By  Nanette  Byrnes  in  Los  Angel 
with  Paul  C.  Judge  in  Boston,  Kevin  h 
ly  in  Chicago.  David  Greising  in  Atlar 
and  bureau  reports 


Connect 

The  advantage  we 
give  our  clients  in 
emerging  economies 
isn't  just  that  we 
know  the  markets. 
It's  also  that  the 
markets  know  us." 


When  you're  doing  business  in 
emerging  markets,  it  helps  to  be 
known  -  by  potential  partners,  gov- 
ernment officials,  and  others  who 
can  make  or  break  a  deal.  Our  long- 
time involvement  in  virtually  every 
sector  of  these  markets  ideally  posi- 
tions us  to  share  insights  and  deliver 
successful  outcomes.  Consider  these 
recent  credentials:  we  were  sole 
lead  manager  for  Poland's  first  inter- 
national debt  issue  since  1989.  In 
South  America,  we  advised  on  the 
largest  M&A  transaction  (outside  of 
privatizations)  of  1995.  We  helped 
the  world's  largest  auto  maker  enter 
the  market  in  India,  where  joint 
ventures  of  our  own  give  us  a  unique 
presence.  As  a  trader  of  securities 
from  more  than  40  emerging  econ- 
omies, our  1994  volume  was  double 
that  of  our  nearest  competitor  The 
fact  is,  no  other  firm  is  as  active 
across  the  board.  So  J.R  Morgan 
clients  get  more  than  an  outpost  in 
the  emerging  markets.  They  get  a 
sponsor  who  can  help  them  connect 
with  the  right  information,  the  right 
opportunities,  and  the  right  results. 

Ojr  widely  followed  Emerging  Markets  Bond  Index 
Plus  IS  now  available  on  the  World  Wide  Web  at 
http://'mvw,|pmorganxom 


Morgan  bankers  In  Bombay  with  joint  venture  colleague  (center) 


J  P  Morgan 


Inside  A^^ll  Street 


BY  GENE  G.  MARCiAL 

KEEPINC  AN  EYE  OUT 
FOR  BAD  RISKS 

In  the  1970s,  Bob  Olstein  spelled  bad 
news  for  many:  His  Quality  of  Eani- 
itigs  Report  looked  behind  official  num- 
bers— and  put  a  lot  of  stocks  under  a 
cloud.  Now,  Olstein  is  back,  as  a  stock 
sleuth  and  president  of  Olstein  &  Asso- 
ciates. It  aims  mainly  to  spot  risks  be- 
fore looking  at  upside  potential,  an  un- 
common approach  to  sizing  up  stocks. 

Olstein's  sleuthing  prompts  him  to 
short  shares  of  toymaker  Mattel  (mat) 
and  food-service  chain  Boston  Chicken 
(bost).  He  says  they  ai"e  bui'dened  with 
debt  and  engage  in  aggressive  account- 

OLSTEIN'S  STOCK  BETS 


stock 

1995 

Oct.  17 

Estimated 

high 

price 

value 

ETHAN  ALLEN 

$25  ya 

$20  ys 

$30 

FLEETWOOD 

24/8 

20 

30 

RPM 

21/2 

19% 

29 

WET  SEAL 

10 

MATTEL 

30% 

27y8 

21 

BOSTON  CHICKEN 

30 

2874 

15 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  OLSTEIN  &  ASSOCIATES 

ing,  so  that  "investors  have  unrealistic 
expectations  of  the  earnings  potential." 

On  the  long  side,  he  is  snapping  up 
furniture  maker  Ethan  Allen  (eth), 
homebuilder  Fleetwood  Enterprises 
(fle),  industrial-coating  maker  rpm 
(RPOW),  and  Wet  Seal  (wtsla),  a  re- 
tailer of  moderately  priced  women's 
clothes.  Aside  ft-om  being  cheap,  some 
of  these  stocks  are  good  buyout  candi- 
dates, he  says.  Olstein's  portfolio  in  the 
past  13  years,  while  at  Smith  Barney, 
had  23  stocks  that  were  taken  over. 

Olstein's  reputation  as  a  no-nonsense 
stock-picker  enabled  him  to  raise  $100 
million  in  two  weeks  for  the  Albany 
(N.  Y.)  Olstein  Financial  Alert  Fund, 
which  his  firm  manages.  His  forte  is 
analyzing  financial  figures — without 
talking  to  management  at  all. 

"We  wanted  to  buy  into  Mattel,  but 
upon  closer  examination  we  concluded 
that  the  best  way  to  make  money  in 
Mattel  was  by  shoiting  its  stock,"  says 
Olstein.  He  notes  that  almost  all  of 


GO  FIGURE:  Olstein 
sticks  to  members 


Mattel's  earnings 
of  41(2  a  share  in 
the  first  half  of 
1995  came  from  a 
lower  allowance 
for  "doubtful  ac- 
counts," lower  ad- 
vertising as  a 
percentage  of 
sales,  lower  tax 
rates,  and  cuiTen- 
cy  translations. 

"These  mainly 
nonrecm'ring  fac- 

tors  suggest  there  was  no  earnings 
gi'owth,"  he  explains.  He  also  notes  that 
Mattel  had  $48  million  in  negative  cash 
flow  in  the  fii-st  six  months  of  1995.  And 
from  June,  1994,  to  Jime,  1995,  invento- 
ries leaped  40%,  while  sales  grew  only 
17%.  Olstein  is  also  concerned  about  the 
debt  jimnp — from  $440  milUon  to  $630 
million  in  about  two  years.  A  Mattel 
spokesman  says  Olstein  is  "totally  off 
base:  Our  business  has  been  very 
strong,  and  he  has  failed  to  consider 
the  seasonality  of  om*  business." 

Boston  Chicken  is  another  example, 
says  Olstein,  of  a  company  reporting 
earnings  that  aren't  from  "real"  opera- 
tions— in  this  case,  from  franchisees' 
fees  and  royalty  payments.  Melissa 
Marsden,  Boston  Chicken's  investor  re- 
lations officer,  insists  that  eaiTiings  are 
real  because  the  company  provides  sig- 
nificant support  and  services  to  the  fran- 
chisees. "We're  making  gi'eat  progi'ess 
at  the  store  level,"  she  adds. 

A  'NEAR-PERFECT' 
PHONE  OUTFIT 

If  Tony  Hitschler  could  buy  just  one 
stock,  he  would  pick  bce  (bce), 
whose  subsidiary,  Bell  Canada,  pro- 
vides telecommunication  service  to  70% 
of  Canadians.  "It's  a  near-perfect  com- 
pany, and  its  stock  has  everything 
we're  looking  for,"  says  Hitschler,  pres- 
ident of  Brandywine  Asset  Manage- 
ment. "I  wish  all  the  stocks  in  our  [$4 
billion]  portfoho  were  like  bce." 

What's  so  alluring  about  bce?  The 
company,  which  also  owns  52%  of 
Northern  Telecom,  a  big  maker  of 
phone  gear,  is  way  undervalued,  notes 
Hitschler,  based  on  such  benclimarks  as 
price-earnings  ratio,  price-to-cash-flow, 
and  price-to-book-value. 

Now  at  33,  the  shares  have  a  break- 
up value  of  55,  he  figures.  According  to 
his  calculations.  Bell  Canada  alone  is 
worth  24  a  share,  and  Northern  Tele- 


com more  than  16.  bce  also  has  mobil 
communications  operations  and  is  el 
gaged  in  natural-gas  transportation  arj 
financial  services.  The  stock  is  "mif 
valued"  in  the  sense  that  most  invd 
tors  consider  it  a  dividend  play  b| 
cause  of  its  6%  yield,  says  Hitschlfl 
Price-to-cash-flow  is  a  more  appropriaj 
measure  for  this  technically  sophisi 
cated  company,  he  thinks.  Based  onl 
this  measure,  the  price  should  be  50| 

HOP  ON  THIS 
FAST  FREIGHT 

Conrail  (crr)  may  be  next  in  line 
the  rails'  buyout  blitz.  Railroads  ha 
been  busy  crossing  tracks  toward  me 
gers.  The  most  recent  marriage — Bu 
lington  Northern  Railroad  and  San 
Fe  Pacific — created  the  nation's  large 
system.  In  May,  Union  Pacific  mergi 
with  Chicago  &  North  Western.  No 
some  are  betting  that  Conrail  and  Nc 
folk  Southern  will  opt  to  merge,  aft 
talking  about — and  abandoning — ^tl 
idea  VA  years  ago. 

Some  believe  the  two  companies  ha^ 
held  talks  about  a  merger  or  outrig 
takeover  of  Conrail,  which  operates 
the  Northeast  and  Midwest.  Norfo 
operates  in  the  Southeast  and  Midwes 
Speculation  about  a  merger  may  a 
count  for  the  continued  climb  of  Conri 
shares,  currently  trading  near  the 
high  of  72.  One  New  York  strategj 
believes  Norfolk 
will  bid  85  or  90 
for  Conrail.  Con- 
rail declined  com- 
ment about  any 
merger— -insisting 
its  strategic  plan 
was  to  stay  inde- 
pendent. Norfolk 
also  declined  to 
comment. 

Analysts  view 
a  Conrail-Norfolk 
match  as  a  per- 
fect fit:  Eliminat- 
ing pai'aDel  routes 
would  bring  huge 
cost  savings.  Con- 
rail is  regarded  as  one  of  the  be^ 
managed  in  the  country.  Although  tl 
stock  has  risen  fast  partly  on  buyoj 
speculation,  "we're  still  bullish  on  Coj 
rail  because  of  its  fundamentals,"  sat 
Bmlon  Strauss  Jr.,  an  analyst  at  Lej 
man  Brothers.  He  figures  it  will  ma 
$4.65  this  year  and  $5.50  in  1996,  i 
last  year's  $3.90 


CONRAIL 
PICKS  UP  SPEED! 
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THE  VIEW 
FROM 


Lou  Gerstner  does  have 
a  vision:  Network-centric 
computing.  Here's  an  inside 
look  at  Big  Blue's  blueprint 

In  July,  it  looked  as  if  Louis  V.  Gerstner  Jr  had  earned  a 
well-deserved  rest  after  two  years  at  the  helm  of  IBM. 
The  giant  was  no  longer  listing,  and  cash  was  pouring 
in.  On  July  5,  Big  Blue  closed  the  $3.5  billion  deal  to  buy 
Lotus  Development  Corp.,  and  the  stock  price  was 
about  double  what  it  had  been  at  the  start  of  Gerstner's 
reign — making  the  CEO's  options  worth  appro.ximately  $32.5 
million.  In  August,  Gerstner  even  took  time  for  a  five-day 
family  vacation  in  Italy — sandwiched  between  calls  on  Euro- 
pean customers. 

Now,  summer  has  turned  to  fall.  And  the  outlook  for  IBM 
has  turned  from  euphoric  to  cautious.  On  Oct.  11,  Lotus 
chief  Jim  P.  Manzi  resigned,  raising  concems  over  how  the 
company  is  managing  the  strategically  important  merger. 
Manzi's  departure  is  just  the  latest  in  a  string  of  develo}> 
ments  that  are  making  this  a  tough  season  for  Big  Blue's  ceo. 
In  September,  the  company  announced  delays  of  two  key 
products,  and  Jerome  B.  York,  architect  of  Gerstner's  cost-cut- 
ting cinasade,  quit.  Both  events  raised  questions  about  IBM's 
earnings  momentum. 

On  Oct.  17,  the  company  reported  thiixl-quarter  earnings  of 
$1.8  billion — excluding  a  one-time  charge  of  $1.8  biUion  for  the 
Lotus  purchase — on  revenue  of  $16.8  billion.  The  net  was  6% 
below  earlier  projections,  ibm's  stock  slid  from  a  high  of  114% 
in  August,  as  some  analysts  cut  earnings  estimates  for  the 
year,  and  now  trades  in  the  mid-90s.  As  York  told  reporters 
when  he  left  to  join  Kii-k  Kerkorian's  Tracinda  Corp.,  the  cut- 
backs that  helped  boost  1994  earnings  to  nearly  $3  billion — af- 
ter losses  of  $16  billion  over  the  previous  three  years — are 


largely  over.  "Management's  attention  is  focused  heavily 
the  revenue  side  of  the  equation,"  he  said. 

In  other  words.  Job  One  is  iinding  a  long-temn  grovj 
strategy  for  the  world's  largest  computer  company,  a  m: 
moth  organization  that  has  gi'own  at  only  a  3.3%  annual  r;| 
for  the  past  decade.  What  Gerstner  needs — and  is  quiej 
pulling  together — is  a  plan  to  seize  what  may  be  IBM's  I 
gi'eat  opportimity:  to  become  a  leader  in  the  dawning  world] 
networked  computing  and  electronic  commerce.  In  this  n' 
wave  of  computing,  communications  rather  than  compu 
tion  is  the  key.  It  involves  everything  from  multimedia  PCs 
the  vastness  of  the  Internet. 

"One  of  the  gi-eat  things  about  this  industiy  is  that  ev( 
decade  or  so,  you  get  a  chance  to  redefine  1 
playing  field,"  Gei-stner  told  business  week  in 
exclusive  intei-view.  "We're  in  that  phase  of 
definition  right  now,  and  winners  or  losers  ; 
going  to  emerge  fi'om  it." 

The  driving  force  is  the  arrival  of  low-e 
digital  networks  that  are  spreading  evei'j'^.vhe 
Using  high-speed  fiber-optic  cables  and  lig 
ning-fast  switches,  digital  networks  will  carr 
whole  new  host  of  communications-based  ap] 
cations,  such  as  teleradiology  (transmission  of 
ray  images),  distance-learning  in  the  educat: 
market,  or  electronic  transactions  in  busines 
"Network-centric  computing,"  as  Gerstr 
calls  it,  is  remaking  the  computer  business  i 

  way  the  low-cost  power  of  the  microproces; 

ovei-whebned  the  mainframes  and  ininicomputi 
of  the  1980s.  "Communications  will  change  IBM  more  tl 
even  semiconductors  have,"  predicts  Howard  Anderson,  pr 
ident  of  market  researcher  Yankee  Group  Inc. 

It's  an  opportunity  Gerstner  says  he  knew  he  had  to  se 
at  the  outset.  But  first  he  had  more  pressing  chores,  such 
shoring  up  the  balance  sheet  and  restoring  IBM's  credibil 
with  customers  and  investors.  Also,  he  notes,  there  w( 
problems  getting  some  iBMers  on  board.  "I  sensed  th( 
were  too  many  people  inside  IBM  who  wanted  to  fight  the 
we  lost,"  he  says. 
CLEAR  SIGNAL.  The  lost  ciTisade,  of  coui'se,  was  the  battle 
supremacy  in  personal  computers.  With  the  ibm  pc,  the  co 
putei'  giant  had  a  winner.  But  it  lost  its  position  by  ced: 
technical  leadership  to  Intel  and  Microsoft  and  the  market 
edge  to  Compaq  Computer  and  a  host  of  doners.  Now,  Gei 
ner  has  sent  a  cleai-  signal  within  ibm  to  refocus  on  the  futu 
He  has  disbanded  a  imit  that  was  trying  to  create  an  alter 
tive  to  Intel-based  PCs  that  would  have  used  the  IBM-Moto 
la- Apple  Computer-  PowerPC  chip.  He  also  has  ordered  a 
treat  from  the  costly  losing  battle  that  pitted  IBM's  Oili ; 
against  Microsoft's  Windows  in  desktop  computers.  The  n 
contest  is  in  networked  software,  Gerstner  says — which 
why  he  is  willing  to  pay  billions  to  acquir-e  Lotus  and 
Notes  "gi'oupwar'e"  progr-am  (page  148). 

The  CEO  still  shies  away  fi'om  announcing  a  grand  vision 
IBM's  futui-e — after  being  lambasted  for  declaring  early; 
his  tenure  that  none  was  needed.  But  on  a  waiTn  Octoli 
morning,  as  he  talks  about  the  future  of  ibm  and  network  f*' 
computing  in  a  confei'ence  r'oom  next  to  his  office,  it's  cl< 
that  he  has  one  (page  152).  Gerstner  excitedly  paints  a  picti  (. 
of  a  21st  century  business  milieu  in  which  networ-ks  beco;  | 
the  lifeblood  of  corpor-ations  and  the  principle  means  of  co  c 
merce.  Eventually,  he  says,  electronic  commerce  will  ext€ 
to  home  shopping  and  other  consumer  tr-ansactions,  too 
then,  however,  IBM  may  be  reachdng  consumer's  with  a  ri 
work  other  than  Prodigy  Services  Co.,  the  long-str-uggH 
IBM-Sears  Roebuck  venture.  "We  are  taking  a  har-d  look" 
Prodigy,  says  Gerstner 

Gerstner's  scenario  hinges  on  some  critical  changes  in  I  ^ 


http  ://www.  ibm.com/ 


What's  Down  The  Road 


a  One  of  the  great  things  about  this 
industry  is  that  every  decade  or  so, 
you  get  a  chance  to  redefine  the 
playing  field.  We're  in  that  phase  of 
redefinition  right  now 

—  LOU  GERSTNER,  IBM 


Network 
Applications 


n  incubator  for 
;rvices  and  soft- 
are  designed  to 
Derate  across  a 
iriety  of  net- 
Drks,  including 

's  own  net- 
Drk,  Prodigy,  and 
e  Internet.  The 
DO-person  unit 
ersees  nascent 
forts  in  electron- 
commerce,  col- 
borative  comput- 
g,  content 
rvices,  and  inter- 
tive  TV. 


Global 
Networking 


With  net  connec- 
tions in  more  than 
100  countries  and 
850  cities,  IBM  is 
one  of  the  biggest 
companies  in  net- 
working. The 
heavy-duty  corpo- 
rate net  serves 
25,000  customers 
and  doubles  as  the 
backbone  for 
Prodigy.  The  net- 
work also  delivers 
Notes-based 
applications  and 
Internet  access. 


The 
Internet 


The  business  of 
helping  customers 
design  and  main- 
tain Internet  sites 
is  small  but  grow- 
ing. Customers 
from  the  Australian 
Chamber  Orchestra 
to  the  Professional 
Baseball  Organiza- 
tion of  Japan  have 
Internet  home 
pages  designed  by 
IBM,  which  pro- 
vides consulting 
services  and  secu- 
rity software. 


Industry 
Sales  Units 


IBM  now  reaches 
80%  of  its  cus- 
tomers through  a 
sales  force  that  is 
divided  into  13 
industry-specific 
units  in  such  areas 
as  financial  ser- 
vices, travel, 
health  care,  utili- 
ties, and  insur- 
ance. Such 
industry  expertise 
should  help  the 
industry  giant 
sell  its  products 
and  services. 


Information 
Services 


One  of  IBM's 
fastest-growing 
units  is  Integrated 
Systems  Solutions, 
which  handles 
mega-outsourcing 
deals  for  the  com- 
pany's biggest 
clients.  With  its 
order  backlog 
worth  $30  billion, 
the  organization  is 
growing  by  more 
than  33%  a  year. 
Latest  hot  seg- 
ment: Managing 
PCs  and  networks. 
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MAKING  IT  EASY 

All  IBM  mainframe 
tells  DowBrands  how 
many  of  each  product 
to  send  to  stores-and 
when.  P&G  uses  the 
service,  too.  A  system 
developed  by  Walgreen 
lets  doctors  send 
prescriptions  to  phar- 
macies electronically. 
Pharmacies  will  pay 
IBM  a  fee  per  Rx 


pi'oducts  and  the  company  itself. 
If  he  can't  get  his  troops  to  act 
quickly  on  his  plan — and  prove 
that  IBM  really  has  its  networking 
act  together — the  computer  gi- 
ant's claim  to  leadership  in  the 
new  era  will  remain  wishful  think- 
ing. Competitors,  naturally,  say 
Big  Blue  will  stay  mired  in  the 
pi'e-network  past.  They  point  out, 
for  example,  that  it  has  already 
missed  hot  markets  for  local-area 
networks  (lans)  and  related  gear. 
"To  say  that  IBM  has  seen  the 
light — give  me  a  break!"  says 
Scott  G.  McNealy,  ceo  of  Sun  Mi- 
crosystems Inc..  "We  say  to  cus- 
tomers, IBM,  DEC,  and  HP  under- 
stand where  you've  been.  We  understand  where  you  want  to 
go  with  the  Net." 

What  is  IBM's  network  vision?  Mainly,  it's  about  bringing 
the  company's  traditional  customers  to  network  nirvana. 
"Wliat  is  every  major  institution  in  the  world  focusing  on?" 
asks  Gerstner.  "It's  called  reengineering.  It's  called  getting 
competitive.  It's  called  reducing  cycle  time  and  cost,  flattening 
organizations,  increasing  customer  responsiveness.  All  of 
these  require  a  collaboration  with  the  customer  and  with 
suppliers,  and  with  vendors."  All  of  these  efforts,  in  shoil,  de- 
pend on  networking. 

Wliat  Gerstner  is  doing — though  so  quietly  that  it's  easy  to 

overlook — is  arraying 
resources  from  all 
over  his  empire  for  an 
assault  on  the  wired 
world.  And  guess  what?  IBM  has  a  lot  to  fight  with.  It  has  the 
world's  largest  private  data  network,  an  army  of  consultants 
and  technicians  to  create  custom  networks  and  software  for 
any  type  of  business,  and  it  even  has  some  cutting-edge 
technology  such  as  high-speed  communications  switches  and 
software  to  enforce  copyright  protection  on  the  InfoiTnation 
Highway.  Best  of  all,  even  ibm's  biggest  detractors  concede 
that  the  company  has  enduring  relationships  with  big  corpo- 
rate customers  that  are  eager  to  squeeze  time,  cost,  and  inef- 
ficiency out  of  their  operations. 

IBM  also  has  lots  of  competition.  Everybody  fi"om  at&t 
and  its  long-distance  rivals  to  all  of  the  Baby  Bells  to  Elec- 
tronic Data  Systems,  Sun,  Intel,  and  Microsoft  to  Oracle  are 
racing  into  position.  But  Gerstner  argues  that  his  company 
has  a  nearly  unique  set  of  skills  with  which  to  bring  coipora- 
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tions  painlessly  into  networked  computing.  As  the  wi 
gets  wired,  access  to  computing  power  and  applications 
become  easier,  but  the  complexity  of  building  these 
tems — especially  ones  that  operate  around  the  world — soP"" 
"IBM  is  one  of  the  few  companies  that  has  the  infrastruct 
to  provide  infoiTnation  systems  on  a  global  scale,"  says  Ge! 
Ross,  a  co-founder  of  Change  Lab  International  Inc.,  a  St|"» 
ford  (Conn.)  consultant. 

BIG  IS  BEAUTIFUL.  Broadly,  the  plan  is  to  use  the  compute: 
ant's  global  reach,  its  expertise  in  dozens  of  technoloj 
and  its  knowledge  of  how  major  customers  conduct  t. 
businesses  to  offer  all  sorts  of  computing  resources  across 
works — either  private  or  public  ones.  The  network  beco: 
an  information-technology  resource  that  customers  can 
outright  or  rent  as  needed.  Someday,  they  might  not  e 
need  a  computer  staff  or  data  center.  "People  will  just  f 
into  the  wall  and  not  care  where  the  computer  is,"  s 
Harry  Wallaesa,  chief  information  officer  for  Campbell  Sf*  li 
Co.,  a  major  IBM  customer. 

In  the  wired  future,  says  Gerstner,  companies  will  be 
to  buy  computing  power  and  applications  software  the  i 
they  buy  electric  sei-vice.  "They  v/ill  rent  them  on  a  per-uS 
basis  because  they  will  be  resident  in  the  network,"  ] 
diets  Gerstner.  "Think  about  the  implications  of  a  work 
which  the  application  is  on  the  server — all  applicatio! 
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iore  that  world  takes  shape,  the  53-year-old  CK(i  has  a 
u  accomphsh.  An  important  fli'st  step:  convince  progi'am- 
•in  coi-porations  and  at  software  companies — to  write 
ications  for  IBM  networks.  "They  have  to  redefine  where 
ications  are  developed,  from  the  desktop  to  the  net- 
i,"  says  industry  consultant  Marc  Schulman. 
lat's  where  Notes  can  play  a  critical  role.  It's  already  a 
seller  among  the  large  corporations  that  use  IBM  main- 
es.  On  Oct.  3,  IBM  annoimced  Notes  Public  Networks,  an 
ement  with  11  communications  companies — including 
sh  Telecom,  CompuSei-ve,  and  Nippon  Telegiaph  &  Tele- 
e — to  can-y  the  progi'am  on  their  networks.  That  will 
i  it  easier  to  experiment  with  the  groupware  setup, 
immediately  lower  the  baniers  for  acceptance  of  Notes," 
Femand  B.  Sarrat,  an  IBM  general  manager  for  network 
ces.  "Customers  can  go  directly  into  a  Notes  service." 
lother  way  Gerstner  is  getting  ready  for  the  network- 
ic  future  is  by  building  up  Big  Blue's  outsourcing  and 
ims-integi'ation  businesses.  Outsourcing  involves  taking 
a  company's  data  processing  operations  and  then  selling 
computing  sei-vice  or  simply  nmning  the  operation  for  a 
annual  fee.  Campbell  Soup,  for  instance,  recently  signed 
0  million  deal  for  IBM  to  nm  its  data  center,  network,  and 
desktop  computers  for  10  years.  In  the  networked 
i,  outsourcing  will  become  more  common  and  more  so- 


IDVERALL  CORE  BUSINESSES 
ARE  GROWING  SLOWLY... 


phisticated.  ibm  and  other  companies  will 
design,  create,  and  install  "solutions"  to 
business  problems  that  customers  can  use 
by  tapping  into  the  Net. 
HONOR  CODE.  Consider  what's  happening 
at  DowBrands  Inc.  The  maker  of  Ziplock 
bags  and  Fantastik  is  using  an  IBM  net- 
work "solution"  that  it  hopes  will  put  it  on 
the  cutting  edge  of  logistics.  Every  day,  an 
IBM  mainframe  sitting  in  Rochester,  N.  Y., 
gets  electronic  updates  from  Dow's  retail- 
ers on  their  inventories.  The  data  are  an- 
alyzed using  Dow's  production  schedules, 
records  of  the  retailers'  past  buying  pat- 
terns, and  other  factors.  When  Dow  taps 
in,  the  system  can  tell  the  company  how 
much  of  each  product  to  send  to  each  re- 
tailer and  when.  Dow  doesn't  own  the 
software  or  the  computers.  And  it  shares 
the  service  with  rivals  such  as  Procter  & 
Gamble  Co.,  which  developed  the  soft- 
ware. Dow  and  the  others  trust  ibm  to 
keep  the  information  secure  and  confiden- 
tial, and  each  pays  a  monthly  usage  fee 
based  on  its  volume  of  transactions. 

Another  convert  to  ibm's  new  pay-as-you-go  system  is 
Walgi-een  Co.  The  dmgstore  chain  is  testing  a  new  system 
that  allows  doctors  to  electronically  send  prescriptions  to 
pharmacies.  The  system  saves  time  for  doctors  and  dmg- 
stores,  prevents  pharmacists  from  misreading  handwritten 
prescriptions,  and  can  flag  potential  medical  problems.  Wal- 
green developed  the  software  but  sold  it  to  ibm  because  it 
feared  that  doctors  and  other  chains  would  balk  at  using  a 
system  run  by  one  retailer.  Now,  other  chains,  such  as  Eckerd 
Corp.,  are  tiying  it.  Doctors  get  the  service  for  free.  Walgi"een 
and  other  pharmacies  pay  a  fee  for  each  prescription. 

Sure,  it's  penny-ante  stuff  now.  But  a  few  pennies  here  and 
there  will  add  up.  Walgi-een  and  other  diaigstores  will  pay  IBM 
fi"om  12(2  to  18(?  per  prescription.  In  the  U.  S.,  2  billion  pre- 
scriptions are  filled  every  year,  and  ibm  already  has  25%  of 
the  nation's  drugstores  testing  the  system.  What's  more, 
once  the  system  is  in  the  doctoi-'s  office,  other  services  can  be 
sold — fi'om  patient  billing  to  downloads  of  the  latest  articles 
from  medical  joumals. 

For  customers,  the  savings  are  alluring.  They  don't  have  to 
buy  multimilUon-dollai'  mainfi-ames,  hii-e  computer  operators,  or 
sink  capital  mto  data  centers.  "The  economies  involved  in  doing 
this  are  going  to  be  significantly  better  than  if  you  own  yom- 
own  computer,"  says  Fi-ank  X.  Dzubeck,  president  of  mai'ket  re- 


REVENUES 

BILLIONS 

1995  GROWTH 

ESTIMATE 

REVENUES 

BILLIONS 

1995  GROWTH 

ESTIMATE 

'ARE 

$12.3 

9% 

MINiCOMPUTERS  $4.2 

14% 

NAL 
JTERS 

10.6 

13 

RENTAL/ 
FINANCE 

3.4 

-1 

ENANCE 

7.4 

3 

STORAGE 
PRODUCTS 

3.2 

-9 

RAME 
/ARE 

6.2 

0 

PRINTERS 

0.9 

3 

Q  ...WHILE  A  FEW 
NEW  EFFORTS 
SHOW  PROMISE 


O 

aI 


REVENUES 

1995  GROV^TH 

BILLIONS 

ESTIMATE 

SERVICES 

$12.6 

33%  i 

COMPONENT 

  1 

TECHNOLOGY 

4.2 

28  1 

WORKSTATIONS 

3.1 

51  1 

DATA,  SALOMON  BROTHERS  INC,  INDUSTRY  ESTIMATES 


Future  IBM  customers  may  do  without  a  computer  stafij 
They'll  just  buy  what  they  need,  the  way  they  buy  electricil/ 
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searcher  Coniinunications  Network  Ai'chitects  Inc.  Campbell 
Soup  expects  to  save  $200  million  over  the  life  of  its  deal. 

IBM  is  already  enjoying  a  boom  in  computer  services.  With 
$9.5  billion  in  revenues  last  year,  IBM's  outsourcing  and  sys- 
tems integration  business  was  second  only  to  $10  billion 
Electronic  Data  Systems  Corp.  In  the  fii-st  half  of  this  year, 
IBM's  business  gi-ew  at  a  33%  annual  rate,  while  eds  is  expect- 
ed to  gi-ow  20%  in  1995.  On  Oct.  11,  Nynex  Corp.  picked  IBM 
to  help  build  a  multimedia  network  and  applications  pro- 
gi-ams  to  sell  on  it.  It's  good  business  for  Big  Blue,  says 
Ward  MacKenzie,  vice-president  for  Nynex  Business  Net- 
woi'k  Solutions.  "In  just  my  business  market,  we  have  ac- 
cess to  1  million  customers,"  he  says. 

In  addition  to  putting  a  new  leg  on  the  sei-vices  busi- 
ness, Gerstner  counts  on  networking  to  bolster  othei' 
IBM  divisions.  Even  as  customers  switch  to  buying  com- 
puting across  the  network,  they  vdll  still  need  new  desk- 
top computers,  network  servers,  even  mainframes  in 
their  various  offices  and  plants.  The  IBM  CEO  is  con- 
vinced this  wall  "reenergize"  the  mai'ket  for  very  power- 
ful servers — which  is  how  mainframe-class  systems  aYv 
referred  to  in  the  networked  era.  Conventional  main- 
fi-ames  as  well  as  ibm's  new-  SP-2  parallel  computers  can 

act  as  transaction 
and  database  man- 
agers and  keep 
secure  huge  quan- 
tities of  data  and  applications  software.  First,  Gerstner 
concedes,  such  machines  "have  to  be  modernized  and 
adapted  very  significantly." 

IBM  may  require  an  image  overhaul,  too.  Rebuilding 
around  a  network-centnc  strategy  is  "exactly  what  the\' 
must  do,"  says  Robert  Djiu-djevic,  president  of  consultant 
Annex  Research  Inc.  "But  that's  not  my  perception  of 
what  they  are  doing."  Gerstner  acknowledges  the  image 
problem  and  says  liis  style  may  be  paitly  to  blame.  "I  have 
this  quaint  view  that  you  perform  and  then  you  talk  about 
it,"  he  says.  "That's  not  the  modus  operandi  of  this  indus- 
ti-y — you  talk  about  something,  then  you  perfoiTn." 

On  Nov.  13,  Gerstner  will  have  his  chance  to  talk.  That's 
when  he'U  be  the  keynote  speaker  at  Comdex,  the  computer  in- 
dustry's largest  trade  show.  He'll  use  the  speech  to  desciibe 
how  network-centric  computing  is  going  to  drive  the  next 
l)hase  of  gi-owth  for  the  computer-  industry  and  its  customers. 
REINING  IN.  Meanwhile,  he  continues  to  put  key  pieces  of 
his  plan  in  place.  Frustrated  by  slow  progi'ess  in  getting 
various  ibm  units  to  collaborate  on  network  strategies,  Gerst- 
ner is  pushing  executives  to  pull  together  technology  and 
marketing  efforts  fr-om  various  divisions.  He  has  ali'eady 
pulled  more  than  100  far'-flung  networ'k  operations — including 
Advantis,  the  huge  U.  S.  data  and  voice  netwoi'k  jointly 
owned  by  ibm  and  Seai-s,  Roebuck  &  Co. — into  a  single  oper- 
ation, called  IBM  Global  Networ-k.  "Customer-s  want  to  operate 
globally,"  says  John  M.  Wliiteside,  who  was  r-ecrnaited  fr-om 
MCI  Communications  Corp.  to  run  ibm's  networ-k  oper-ation  a 
year  ago.  "To  do  that,  they  need  a  single  network."  ibm  Glo- 
bal Network  is  now  one  of  the  biggest  Inter-net  access  pr-ovid- 
ers,  with  more  than  100,000  subscribers. 

Gerstner  is  also  making  sur-e  ib.m  develops  content  for  the 
wired  wor-ld.  The  Networ-ked  Application  Services  Div.,  head- 
ed by  Sar-r-at,  has  $100  million  to  develop  systems  for  electron- 
ic publishing,  online  catalogs,  and  videoconferencing  that  can 
be  deliver-ed  over  the  Global  Network,  the  Internet,  or-  Pr-od- 


igy.  One  new  service,  called  infoMarket,  uses  a  techni 
called  "cryptolope"  that  lets  publishers  offer  theii-  war-es  in 
berspace  without  getting  ripped  off.  If  a  consumer  sees  ii 
mation  listed  online,  he  or  she  clicks  a  button,  sendir 
message  dii-ectly  to  the  publisher-,  who  then  tells  the  cl 
how  much  to  pay  to  imlock  the  encr-ypted  file,  ibm,  along  ' 
AT&T,  Xerox,  and  a  host  of  startups,  is  also  working  on  m 
ods  for  enforcing  copyr-ights  online. 

If  all  of  these  efforts  fail  to  make  ibm  a  leader  in  netw 


euinpuUng,  what  then?  Then,  the 
cur-r-ent  concer-ns  for  IBM's  gr-owth 
potential  could  quickly  turn  to 
alarm  as  investor-s  tr-y  to  figure 
out  where  future  earnings  will 
come  ft'om.  Until  this  summer,  it 
looked  as  though  Gerstner-  was  on 
track  to  restore  ibm's  gr-owth  to 
the  overall  industry  rate,  around 
10%,  by  1996.  He  counted  on  win- 
ning back  market  share  in  key 
segments  such  as  pes  and  soft- 
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war-e.  But  ibm's  pc  business, 
though  r-ebounding,  is  growing  at  below  the  industry  ri" 
and  software  r-evenues  ar-e  gr'owing  modestly.  The  serv 
unit  is  booming,  but  mainfr-ames — still  the  company's  r 
profitable  business — are  flat.  Because  of  delays  in  new  rr 
frames  and  mainframe  disk-storage  products,  nearly  i 
million  in  revenue  expected  in  the  third  quarter  is  bi 
pushed  into  the  fourth  quarter.  Ger-stner  also  plans  to  taki 
$800  million  char-ge  in  the  four-th  quarter  to  cover  ano1 
spur-t  of  cost-cutting. 

And  next  year  could  be  tricky.  Should  the  U.  S.  econi  bi 


J.  D.  Power  and  Associates 
Drives  Decisions 
with  the  SAS'  System 


ViU  the  cars  on  the  drawing  l>oard  today  meet  consiuiier  demands  of  tomorrow?  That''s  the 
(fuestion  facing  J.D.  Power  and  Associates.  Tlie  answers  are  coming  from  the  SAS  System. 

"We  |iro(luce  a  tiKintlilv  forecast  of  car  and  truck 
ales  for  about  300  iliilercut  vehicles,"  says  Jon  Roseiitliai. 
Manager  of  Automotive  Forecasting  for  J.D.  Power  and 
Associates.  "Each  vehicle  is  forecasted  hy  month  for  five 
ears  beyond  the  current  year.  Right  now  I'm  forecasting 
hrough  the  year  2000." 

riie  SAS  System  Fits  Our  Business 

"The  SAS  System  is  the  fuel  behind  those  fore- 
asts...our  software  of  chf)ice  for  analyzing  sales,  economic, 
nd  auto  industry  data  and  then  reporting  what  we've  learned." 
dds  Rosenthal.  "Before  the  SAS  System,  much  of  the  fore- 
asting  was  done  by  hand.  To  make  our  forecasts  credible,  we 
ad  to  have  a  credible  system.  One  that  made  it  easy  to  build 
pplications  and  put  them  to  work  across  our  computing  envi- 
Duments.  We've  got  minis,  Macs,  desktop  publisliing.  and  a  lot 
f  spreadsheets.  The  SAS  System  fits  the  v\av  we  do  business." 

%e  Bottom  Line  is  Information 

Nf)w  that  the  forecasting  model  is  up  and  nuining. 
osenthal  and  his  staff  are  using  the  SAS  System  to  l)uild  an 
iteractive  database.  "The  Pf)\ver  Information  Network  will 
How  an  auto  dealer  or  maiuifactiirer  to  go  online  and  get 
larket  information."  Rosenthal  explains.  "When  released. 


subscribers  will  be  able  to  select  from  a  long  menu  of  reports 
and  data.  Tlie  versatility  of  the  SAS  System  is  crucial  in 
(le\t'lo|iing  the  i-e|)orts." 

"The  bottom  Hue  is  this:  apjilicatious  an-  being 
developed  with  the  SAS  System  that  will  deliver  the  most 
up-to-date  information  to  those  who  make  decisions  for  the 
automotive  industiy,"  says  Rosenthal,  "if  manufacturers  and 
dealers  can  get  their  hands  on  accurate  market  information 
and  predictions,  they  liave  a  much  better  chance  of  meeting 
customers'  needs  down  the  road." 

To  receive  a  SAS  System  Exeeuti\e  Suiiimai-y,  give  us  a  call 
<»r  visit  us  ou  the  Worl«l  Wide  ^el>  at  littp://w"w>v.sas.eoui 
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slow  and  Big  Blue's  European  business  remain  flat,  some 
forecasters  believe  Gerstner  may  have  to  lower  his  sights  to 
6%  or  7%  growth  for  1996 — about  what  analysts  expect  for 
this  year.  That  means  IBM  would  continue  losing  share  in  key 

markets.  Says  a  for- 
mer senior  IBM  execu- 
tive: "The  more  the 
company  doesn't  gi'ow 
at  the  industry  pace,  the  more  it's  behind  the  times." 

Launching  a  successful  network-computing  strategy  is  no 
quick  fix.  It's  bound  to  be  a  long  and  frustrating  effort,  full 
of  false  starts.  Some  IBM  network  projects  already  have 
fallen  behind  schedule  or  fallen  apart.  Intelligent  Communi- 
cations Sei-vices,  which  was  hyped  as  a  way  to  bring  togeth- 
er mail  from  multiple  electronic  and  voice  mailboxes,  was 
supposed  to  be  ready  by  the  end  of  1994.  But  the  gi'oup  de- 


veloping it  failed  to  get  a  prototype  to  work  and  was  (]i 
ly  disbanded. 

There's  little  time  for  such  missteps,  and  Gerstner  kii  \ 
it.  The  Internet  is  sweeping  the  computing  landscape,  ai 
IBM  isn't  careful,  it  could  overwhelm  Big  Blue's  networl 
forts.  "There's  no  question  that  the  speed  with  whicli 
Intemet  has  emerged  has  caught  all  industries  related  to  t 
technology  by  surprise,"  Gerstner  concedes.  Like  other  en 
panies,  IBM  has  seized  on  the  Internet's  World  Wide  We 
a  nifty  new  way  to  communicate  with  customers,  and  it 
a  business,  though  small,  in  helping  customers  use  the  '. 
PARALLEL  COMPUTING.  But  the  Web  could  also  undo  G. 
ner's  plans  for  Lotus.  The  Web  setup  can  already  pm 
some  basic  publishing  and  info-sharing  tasks  that  con 
nies  buy  Notes  for.  And  in  September,  Web  superstar  si 
up  Netscape  Communications  Corp.  acquired  Collabr 


CAN  IBM  KEEP  LOTUS  BLOOMING? 


When  IBM  bought  Lotus  Devel- 
opment Corp.,  it  placed  a  fat 
bet  on  networking.  The  com- 
puter maker  spent  $3.5  billion  and  is 
expected  to  pay  hundreds  of  millions 
more  for  the  cost  of  goodwill  over 
the  next  three  years.  This  big  pile  of 
chips  is  mainly  riding  on  Notes,  a 
$300  million-a-year  business  and  the 
leader  in  "groupware,"  because  it's 
the  future.  It  can  become,  says  IBM 
Chief  Executive  Louis  V.  Gerstner 
Jr.,  the  glue  to  link  workers,  part- 
ners, and  customers  in  virtual  corpo- 
rations— perhaps  making  it  more  im- 
portant than  any  underlying 
Microsoft  Corp.  operating  system. 
Says  Morgan  Stanley  &  Co.  analyst 
Steven  M.  Milunovich: 
"Losing  to  Windows  95 
isn't  so  important  if  Notes 
wins." 

Will  IBM  be  able  to  fulfill 
the  Notes  promise?  All  eyes 
are  on  Gerstner-.  His  fu'st 
crisis  came  on  Oct.  11,  with 
the  sui-jDrise  resignation  of 
Lotus  CEO  Jim  P.  Manzi, 
who  had  asked  to  be  put  in 
charge  of  big  chunks  of 
IBM's  software  empire. 
Gerstner  let  Manzi  go  but 
was  quick  to  reassure  Lotus  ' 
employees  that  the  subsidi-  > 
ary,  based  in  Cambridge,  I 
Mass.,  would  not  be  forced  into  an 
IBM  mold.  He  named  two  respected 
Lotus  execs  to  a  new  Office  of  the 
President  and  secured  the  services  of 
Notes  developer  Raymond  Ozzie.  IBM 
will  also  send  many  of  its  software 
salespeople  to  work  for  Lotus. 

Gerstner  can't  risk  letting  organ- 
izational or  morale  problems  slow  the 
momentum  Notes  has  built  up.  Al- 
ready, corporations  are  asking  wheth- 


er they  might  not  get  the  same  capa- 
bilities Notes  gives  them  for  a  lot 
less  by  using  the  Internet's  World 
Wide  Web.  "It's  probably  the  single 
largest  issue  looming  over  Notes'  fu- 
tiu'e,"  says  Eric  C.  Dean,  a  partner 
at  A-rthur  Andersen  Worldwide  Or- 
ganization, which  uses  Notes  to  con- 
nect 50,000  consultants  and  auditors 
around  the  woi-ld.  Netscape  Commu- 
nications Corp.,  the  hot  Web  startup, 

MEDITATING  ON  UNITY 

Big  Blue  ran  this  ad  right  after  it 
bought  Lotus.  Now,  Manzi's  exit 
has  IBM  moving  quickly  to  bolster 

ties  !)etweeii  the  two  companies 


IBM  and  Lotus  in  spiritual  harmony 


took  aim  at  Lotus  with  its  vSept.  21 
purchase  of  Collabra  Software  Inc.,  a 
low-end  Notes  competitor 

IBM  recognizes  that  the  Notes 
lead  is  perishable.  "Increasing  the 
number  of  Notes  seats  is  our  No.  1 
priority,"  says  John  M.  Thompson, 
IBM's  software  chief.  He  hopes  to 
have  Notes  running  on  20  million 
desktops  by  the  end  of  1997,  from 
just  2  million  today.  That's  ambi- 


tious, but  in  the  latest  quarter. 
Notes  sales  jumped  300%,  to  1.1 
milhon  copies. 

Another  thmst  is  to  make  Notes 
available  over  public  data  networks, 
so  corporations  can  use  Notes  with- 
out building  and  operating  their  owi 
networks.  Phone  giant  at&t  launchei 
its  Network  Notes  service  in  Sep- 
tember On  Oct.  3,  seven  more  com- 
panies— including  Japan's  Nippon 
Telegi-aph  &  Telephone  Corp.  and 
Deutsche  Telekom — announced  Note 
networks.  IBM  figxLres  such  networks 
could  make  up  30%  of  Notes  "seats" 
in  two  years. 

WEB  CONVERSIONS.  The  job  of  build 

ing  an  IBM  software  strategy  around 
Notes  is  just  beginning,  ib: 
has  started  to  adapt  some 
of  its  workhorse  programs, 
such  as  the  DB2  mainfram 
database  and  MQ  messaginj 
software,  to  work  smoothly 
with  Notes.  Notes  4.0,  due 
around  yearend,  will  ex- 
pand the  number  of  work- 
ers a  Notes  setup  can  ac- 
commodate, from  around  5 
to  as  many  as  1,000. 

There  are  efforts  to  reac 
Internet  fans,  too.  A  new 
package,  InterNotes,  lets 
companies  convert  Notes 
documents  into  the  Web's 
HTML  format.  It  also  lets  companies 
pull  Web  material  into  Notes.  Versioi 
4.0  will  include  "agents"  for  going  ou 
on  the  Net  and  automatically  fetchini 
infonnation.  Gerstner  has  given  John 
Landiy,  Lotus's  chief  technologist,  th 
job  of  forging  a  unified  Intemet  strai 
egy  fi'om  the  two  companies'  various 
efforts.  Tliat  may  be  key  to  making 
the  Lotus  gamble  pay  off. 

Btj  Amy  Cotiese  in  New  Y<n 


How  could  the  builder  get  an  injured  carpenter  back  on  the  job? 


""he  Company  Wanted  Its  Worker  Back. 


Our  solution  was  a  comprehensive  Liberty  Mutual  program  /-^^ 


that  included  treadmills,  weights,  walking  exercises 


on-site  work  hardening.  The  injured  worker  had  jf 


added  benefit  of  a  team  focused  on  his  needs. 


Ve  Said  Take  A  Hike. 


So  he  quickly  came  back  to  full  duty. 


If  you'd  like  an  insurance  company  that  knows 


how  to  build  a  strong  business, 


0. 


talk  to  Liberty  Mutual. 


LIBERTY 
MUTUAL 


'Mm- 


■  1994  Librrtv  Muiual  Group 


software  maker  that  competes  with  Lotus  in  gi'oupware.  "I 
think  [IBM]  bought  Lotus  Notes  at  the  end  of  its  life  cycle — 
when  everything  is  going  Internet,"  says  software  magnate 
LawTence  J.  Ellison,  ceo  of  rival  Oracle  Corp.  Just  a  year 

ago,  Ellison  himself 
considered  acquiring 
Lotus.  Now,  he  pre- 
diets:  "Notes  will  be 
the  Visicalc  of  gi-oupware" — referring  to  the  once  dominant 
PC  spreadsheet  that  was  killed  off  by  Lotus  1-2-3. 

Gerstner  has  no  choice  but  to  get  IBM  zeroed  in  on  the 
netwoi'ked  future.  If  the  IBM  net  replaces — or  even  aug- 
ments— the  mainframe  as  the  key  information  technology 
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for  big  companies,  ibm  will  retain  "account  control"  and  l 
an  advantage  in  selling  a  host  of  other  products  and  se; 
es  from  pes  and  network  servers  to  huge  collections  of  i  < 
diives.  "IBM  is  leveraging  the  network,"  says  Jim  Dowden,  i 
rector  of  logistics  for  DowBrands.  He's  particularly  exci  o 
about  the  new  network-based  services  that  recjuire  no  >- 
ft-ont  investment  from  him.  "This  baby  is  sitting  there  \\ 
ing  for  us,"  he  says.  "They're  as  close  as  the  nearest  tt 
phone  line."  And  one  day,  Gerstner  hopes,  network  compu: 
will  be  just  as  ubiquitous. 

By  Ira  Sager  in  Armorik,  N.  Y.,  ivith  bureau  reji< 

See  iytterview  with  Lou  Gerstner  on  pag< 


PRODIGY:  A  5-YEAR-OLD  UNDERAOHIEVER 


When  it  went  online  in  1990, 
Prodigy  was  a  tnie  trailblazer. 
Corporate  parents  IBM  and 
partner  Sears,  Roebuck  &  Co.  had 
recognized  the  potential  for  bringing 
the  information  revolution  to  consu- 
mers. For  just  $9.95  a  month,  Prodi- 
gy Services  Co.  offered  push-button 
access  to  all  sorts  of  information,  an 
electronic  shopping  mall,  and  E-mail. 
In  two  years,  1  million  people  had 
signed  up. 

By  now,  Prodigy  might  well  have 
put  IBM  out  front  in  the  wired  world 
of  online  services.  Instead, 

with  just  L35  milUon  members   

currently.  Prodigy  has  become 
a  distant  third— after  America 
OnUne  Inc.  (aol)  and  Compu- 
Serve Inc. — and  it  is  slipping 
farther  behind.  While  Prodigy 
is  expected  to  add  150,000  sub- 
scribers by  the  end  of  this 
year,  aol  will  triple,  to  4.5  mil- 
lion, according  to  market  re- 
searcher siMBA  Information 
Inc.  (chart).  And  after  plunking 
down  more  than  $1  bilhon,  IBM 
and  Sears  have  yet  to  see  a 
sustained  profit.  According  to 
published  reports.  Prodigy  lost 
$3.8  million  in  1994  and 
$900,000  after  taxes  in  the  fii-st 
half  of  1995. 

DEFECTIONS.  The  situation 
looks  glim,  and  some  of  Prodigy's 
key  content  providers  are  looking 
elsewhere.  On  Sept.  28,  for  instance, 
the  Los  Angeles  Times  announced 
the  end  of  a  year-old  exclusive  rela- 
tionship with  Prodig>'.  It's  moving  to 
the  fast-gi'owing  World  Wide  Web, 
part  of  the  global  Internet.  There 
are  likely  to  be  defections  from  aol 
and  CompuServe  to  the  Web  also. 
But  with  its  smaller  audience,  Prodi- 
gy may  lose  more  content  providers 
more  quickly. 

Prodigy's  new  president,  Edward 


A.  Bennett,  former  head  of  Viacom 
Inc.'s  VH-1  cable-television  channel, 
believes  that  the  service  still  has  a 
fighting  chance.  The  third  chief  in 
five  years,  Bennett  is  concentrating 
on  remaking  Pr'odigy  into  a  more 
user-friendly  portal  to 
the  labyiinthine  Inter- 
net. Prodigy  has  al- 
ready developed  more 
than  100  special-interest  areas  that 
index  Web  resources — on  subjects 
ranging  fi'om  accounting  to  veterans 
affairs.  Although  both  aol  and  Com- 


prodigy 


□ 
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It's  Growing-but 
Falling  Behind 


SUBSCRIPTIONS 
AS  OF  YEARENO 


puSei-ve  also  offer  links  to  the  Web, 
those  services  are  just  now  linking 
Web  sites  to  content  that  has  been 
created  specifically  for  their  net- 
works. The  Internet  strategy,  says 
Michael  Rogers,  managing  editor  of 
Newsweek  Online,  is  one  reason  the 
newsweekly  is  staying  put.  "Prodigj^ 
is  really  way  ahead"  in  adapting  to 
the  Internet,  he  says. 

Meanwhile,  Prodigy  is  on  the 
prowl  for  fi'esh  content.  It  has  new 
offices  in  Los  Angeles  and  New  York 
to  woo  entertainment  giants.  It's  also 


trying  to  achieve  a  hipper  image 
with  a  new  $10  milhon  advertising 
campaign,  including  a  series  of  slick 
prime-time  TV  spots.  And  in  October, 
the  company  hired  several  executives 
who  may  help  bring  in  fi'esh  materi- 
al. Heading  Prodigy's 
business  development, 
for  example,  is  David 
Fiiedensohn,  a  former 
entertainment-industry  consultant 
whose  clients  have  included  Viacom 
New  Media  and  nbc. 
READY  TO  SELL?  Still,  that  may  not 
be  enough  to  heal  the  compa- 
ny's ills.  Several  of  the  compa- 
ny's top  managers  have  left,  in- 
cluding No.  2  Scott  Kurnitt,  ' 
who  as  executive  vice-president 
had  pushed  hard  for  change  at 
slow-moving  Prodigy.  And  de- 
spite its  quick  adoption  of  the 
multimedia  Web,  the  service 
still  suffers  from  a  somewhat 
stodgy  image. 

Clearly,  Prodigy  can't  contin- 
ue on  its  dow^nward  course  in- 
definitely, and  IBM  ChaiiTnan 
Louis  V.  Gerstner  Jr.  says  he 
will  resolve  the  situation  soon. 
One  possible  w^ay  would  be  to 
buy  out  Sears'  half  and  gain 
complete  control  of  Prodigy, 
then  focus  on  making  it  work. 
In  August,  Sears  announced 
that  it  was  "assessing  [its]  strategic 
position  in  Prodigy" — sending  the 
signal  that,  for  the  right  price,  the 
retailer  would  be  prepared  to  sell. 
Insiders  are  excited  over  this  sellout 
possibility.  They're  hoping  that  IBM 
will  then  find  new  partners — an  en- 
tertainment giant  such  as  Viacom, 
for  instance — that  will  help  to  re- 
store Prodigy  to  its  former  success, 
Othei-wise,  this  onetime  child  star 
might  not  survive  into  adulthood. 

By  Paid  M.  Eng  in  New  York, 
ivith  Susan  Chandler  in  Chicago 
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LOU  GERSTNER  ON  CATCHING 
THE  THIRD  WAVE 

IBM's  CEO  sees  online  computing  driving  all  his  businesses 


Louis  V.  Gerst.ner  Jr.  caused  a 
stir  two  summers  ago  when  he 
declared  that  the  last  thing 
IBM  needed  was  to  proclaim  a 
grand  vision.  Gerstmr  proceed- 
ed to  focus  on  cost-cutting  and 
other  management  issues  and  proved 
the  vision-hungry  pundits  wrong.  But 
having  studied  IBM,  the  computer  in- 
dustry, and  technology  tre7ids,  the  for- 
mer McKinsey  &  Co.  consultant  has 
come  up  with,  if  not  a  vision,  at 
least  a  plan  for  IBM.  Relaxi7ig  in 
a  conference  romn  where  he  keeps 
a  couple  of  computers  to  check 
out  everything  from  kids'  soft- 
ware to  Web  browsers,  Gerstner 
shared  his  ideas  with  Informa- 
tion Processing  Editor  Ira  Soger 

Q:  You  speak  of  "network-cen- 
tric" computing.  What  is  it? 
A:  The  first  wave  of  computing, 
30  years  ago,  was  driven  by  the 
technologies  of  host-based  pro- 
cessoi's  [mainframes]  and  storage 
devices.  Twenty  years  later,  we 
moved  into  a  second  wave,  which 
was  driven  by  microprocessors 
and  simplified  operating  systems. 
The  third  wave  of  computing  is 
being  driven  by  very  powerful 
networked  technologies  that  pro- 
vide very  inexpensive  and  very 
wide  [communications!  bandwidth. 

Q:  What  will  happen  to  e.risting 
computers  ? 

A:  People  have  argued  that  the  host- 
based  [mainframe]  model  is  dead.  Well, 
it  isn't  dead.  People  are  buying  more  of 
those  units  than  they  ever  have.  And 
no  one  should  say  that  the  stand-alone 
personal  computer  is  going  to  go  away. 
But  there  is  no  question  that  the  po 
based  model  is  now  not  the  future.  The 
future  is  a  network-centric  model.  The 
focus  moves  to  a  network  that  draws 
out  the  b>^st  of  both  worlds.  That  mod- 
el drives  ihe  strategy  of  this  company. 
When  people  talk  about  IBM,  it's  inter- 
esting to  hear  them  say:  "Well,  I  won- 


der if  they'll  get  their  new  businesses 
to  grow  fast  enough  while  their  old 
businesses  die."  What  they  don't  under- 
stand is,  we  are  reconceptualizing  our 
old  businesses.  We're  bringing  them 
into  this  new  model. 

Q:  Will  IBM  put  applications  on  a  yiet- 
work  and  charge  per-transaction  or 
vol  ume-based  fees  ? 

A:  Absolutely.  We  call  this  business 


UThere  is  no  question  that 
the  PC-based  model  is  now 
not  the  future 


—  LOU  GERSTNER,  IBM 

process  outsourcing.  For  example,  this 
Internet  or  networked  world  will  put 
extreme  pressure  on  traditional  pro- 
viders of  financial  services.  We  have 
no  interest  in  going  into  the  banking 
business.  But  we  do  have  an  interest  in 
working  with  a  series  of  banks  in 
which  we  will  provide  networking  capa- 
bility through  the  IBM  Global  Network 


and  networking  applications  that 
will  build.  We'll  take  part  of  the  tra 
action  revenue.  It  could  very  well 
on  a  per-click,  per-communication  u 
It  is  a  strategy  that  brings  our  c 
tomers  into  this  world  of  network  s 
vices.  Yes,  we  will  be  compensated 
nontraditional  ways. 

Q:  That  provides  a  recurring  source 
revenue — as  opposed  to  one-time  pr 
uct  sales.  Is  this  where  you  see  7 
work  computing  leading  IBM? 
A:  That's  the  model  IBM  created  w 
its  mainframe  software — monthly 
cense  revenue.  We  understand  the  c 
cept  of  software  paid  for  on  a  us^ 
basis  as  opposed  to  a  shrink-wrap,  b 
it-once  basis.  Now,  all  of  this  is  going 
take  time.  It's  going  to  evolve  differe 
ly  in  different  industries,  in  differi 
companies,  depending  on  their  strs 
gies.  Lai'ge  customers  are  going  to  ti 
a  veiy  long  time  before  they're  going 
rent  mission-critical  applications.  Pec 
will  not  convert  their  own  legacy  s 
tems  to  this.  Wliat  will  go  on  a  rer 
model  is  the  new  stuff,  like  electro 
commerce. 

Q:  In  a  wired  world,  must  IBM  renu 
a  big  maker  of  hardware  and  softwa 
A:  People  are  going  to  need  a  lot 
very  powerful  servers.  They're  go; 
to  need  a  lot  of  transaction  softwa 
They're  going  to  need  a  lot  of  datab; 
software.  They're  going  to  need  a  lot 
communications  softwai'e.  You  don't  n 
essarily  have  to  provide  all  of  th 
things,  but  we  do.  And  as  long  as  w( 
successful  in  each  of  them,  we're 
ing  to  continue  to  provide  them, 
we're  not  successful,  we'll  get  out 
the  business. 


Q:  How  does  Prodigy  fit  into  IBM's  1 
work-computing  plans? 
A:  We  are  taking  a  hard  look  at 
Prodigy  strategy  right  now,  along  w 
[Prodigy  partner]  Sears.  Short  tei 
we're  making  a  lot  of  changes 
brought  in  new  manaj 
ment.  They've  done  so 
new  things  with  their  s 
tern.  Certainly  their  m 
chandising  and  market: 
has  gotten  better.  But 
long-term  strategy  for  I 
and  Prodigy  is  not  cle 
We  will  sort  that  out  ii 
relatively  short  time.  The  fundamer 
issue  is:  In  the  world  of  the  Internet  iVesti 
there  a  place  for  a  packager  of  servic 
Does  the  customer  want  to  go  surf 
Net  and  go  to  eveiy  one  of  50,000  V 
sites?  Or  will  people  pay  a  reasona^g, 
amount  for  somebody  to  go  out 
preselect  and  package  what  they  wa 
My  guess  is  they  will  both  coexist, 


Our  promise 


Kemper  Securities  is  now  EVEREN  Securities, 
/e've  taken  ninety  years  of  investment  experience 
id  created  an  independent,  employee-owned 
vestment  securities  firm  dedicated  to  a  new  level 
P  intense  personal  service.  At  EVEREN,  we'll  bend 
/er  backwards  to  help  meet  your  needs  and  reach 

I  mber  NYSE  and  other  principal  exchanges.  IVlember  SIPC.  ©  1995,  EVEREN  Securities,  Inc. 


your  investment  goals.  Because  as  owners,  the 
better  we  do  for  you,  the  better  we'll  do.  Call 
1-800-2-EVEREN  for  more  information  today. 


EVEREN 


SECURITIES 
A  vested  interest  in  your  success. 


^  A  few  decades  ago,  new  silicon  formations  appeared  on  Earth.  Computers.  A 
*  They  were  handy  for  organizing  information,  but  it  was  difficult  to  make 
them  talk  to  each  other.  Their  usefulness  to  business  was  limited.  Enter 
{  Novell,  -and  global  networking.  ®  For  ten  years,  we've  led  the  way  m  the  y 
sharing  of  information.  Now  it's  clear  to  see:  earth  covers  rock,  infomiation 
covers  earth.  And  no  computer  is  an  island.  '•'  For  the  whole  story, 
\^  check  out  http://www.iwvell.coiu  on  the  Internet,  or  call  us  at  1  800  289-NOVL.  J 
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THE  GOOD  OLD  DAYS 

When  rackets 
wooden  and  Ever 
was  sizzling,  tennis 
was  never  hotter 


TENNIS 


NOW  THE  BALL 

IS  IN  TENNIS'  COURT 

How  the  spoiled  brat  of  big-time  sports  is  reaching  out  to  remake  its  image 


When  the  tennis  boom  peaked  in 
1978,  more  than  35  million 
Americans  played  the  game.  It 
was  still  the  era  of  wooden 
rackets,  and  a  record  8  million  were 
snatched  up  in  1976,  mostly  by  the  baby 
boomers  who  fueled  the  gTowth  of  the 
sport.  Waiting  lines  were  a  common 
sight  at  public  courts,  the  legendary 
Chi-is  Evert-Maitina  Navi-atilova  rivahy 
was  starting  to  sizzle,  and  a  brash, 
young  upstiut  named  Jolin  McEm-oe  was 
launching  his  assault  on  the  domination 
of  Bjorn  Borg  and  Jimmy  Connoi-s. 
Tennis  was  hot. 

Then  suddenly,  and  for  no  single  rea- 
son, it  was  not.  Participation  dwindled 
to  21  million  by  the  late  1980s,  and 
with  the  dawn  of  the  1990s,  an  overall 
decline — both  in  playing  and  watch- 
ing— continued.  Streams  of  stories — 


such  as  Sports  Illustrated's  1994  cover 
"Is  Tennis  Dying?" — complained  about 
dull,  spoiled  superstars  and  shook  the 
industry.  By  the  time  Monica  Seles  was 
stabbed  by  a  deranged  Steffi  Graf  fan  in 
Hamburg  in  1993  and  wimderkind  Jen- 
nifer Capriati  was  an-ested  on  marijua- 
na charges  in  1994,  tennis  had  a  serious 
image  problem. 

BLESSING  IN  DISGUISE.  In  the  past  four 
years,  retail  sales  for  tennis  products 
have  dropped  by  40%.  Fewer  than  18 
million  Americans  now  take  to  the 
coiuts,  according  to  the  Tennis  Industiy 
Assn.  (tia),  and  tennis  has  plummeted 
fi'om  8th  at  its  height  to  the  26th-most- 
popular  participatory  sport:  A  recent 
survey  even  placed  it  behind  George 
Bush's  other  favorite,  horseshoes. 

But  the  bottoming-out  of  the  tennis 
biz  may  prove  to  be  a  blessing  in  dis- 


guise. "It's  been  a  nightmare  in  mi 
ways,"  says  James  Baugh,  vice-pr 
dent  and  general  manager  of  Wil 
Sporting  Goods  Co.  "But  I  also  see  il 
a  rallying  point  to  pull  this  industry 
gether  and  get  behind  the  one  br; 
name  that  really  mattei's,  t.e.n.n.i 

Under  the  umbrella  of  the  tia,  o; 
icy  industiy  rivals  have  gotten  the  ri 
sage  that  unity  may  be  the  best  mi 
cine  for  what  ails  tennis.  So  earlier ' 
year,  the  tia  launched  its  "Initiativ* 
Grow  the  Game,"  with  support  fi 
more  than  130  member  organizati 
including  the  U.  S.  Tennis  Assn.  (US 
ATP  Tour,  and  wta  Tour;  manufact 
powerhouses  such  as  Wilson,  Prii 
and  Head;  and  individuals  such 
Evert,  Navratilova,  McEnroe,  An 
Agassi,  and  Pete  Sampras.  The  ci 
paign's  lofty  aspirations:  to  ere 
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Sports  Business 


500,000  new  tennis  players  in 
the  U.  S.  while  changing  the 
elitist  image  of  tennis,  espe- 
cially among  young  people. 

The  $15  million,  thi'ee-year 
initiative — with  industiy  man- 
ufacturei"s,  associations,  and  in- 
dividuals collectively  picking 
up  the  tab — is  the  first  time 
tennis  has  attempted  to  mar- 
ket the  game  itself.  Says  tia 
Executive  Du-ectoi-  Brad  Pat- 
tei-son:  "Eveiyone  in  the  tennis 
business  finally  agi'ees  that  we 
need  to  work  together  . .  and 
create  a  whole  new  wave  of 
popularity  for  the  sport." 

Central  to  the  tia's  initia- 
tive is  a  free  90-minute  gi-oup 
lesson  that  leads  participants 
into  Play  Tennis  America,  an 
inexpensive,  natural  follow-up 
progi'am  created  by  the  usta. 
Conducted  nationwide  by 
more  than  3,000  teaching  pros, 
the  free  lessons  have  been 
held  in  over  20  cities  since 
March  and  have  attracted  more  than 
25,000  new  players  to  the  courts. 

Better  yet  for  the  tia,  siu"vey  i-esults 
say  that  of  the  fi-ee-lesson  participants, 
three-quarters  had  never  played  the 
game  or  had  stopped  playing,  while  96% 
said  they  would  recommend  the  game  to 
a  fi-iend.  More  iinpoitant,  84%  thought  it 
was  "cool,"  which  bodes  well  for  per- 
haps the  most  crucial  element  of  the 
push  to  remake  tennis:  the  recently  un- 
veiled, $7.5  milHon,  three-year  Image 
Campaign,  spearheaded  by  New  York 
ad  agency  Wai-wick  Baker  &  Fiore  Inc. 

"We  were  really  concerned  that  if  the 
youth  audience  hasn't  been  introduced 
to  tennis  by  the  time  they're  teenagers, 
then  you've  probably  lost  them  forever," 
says  John  Sloan  of  Wai-wick  Baker.  "If 
it's  a  hot  sport  among  teenagers,  [itj 
vdll  spread  all  over  the  place." 

Sixty-second  radio  ads  feature  hip 
teens  touting  the  thrills  of  tennis.  In 
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Glory  of  3„ 
Tennis 


Tennis  had  its 
heyday  in  the 
late  '70s.  Since 
then,  it  has 
been  struggling 
to  compete  for 
America's 
attention. 
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one  spot,  a  teen  enthusiastically  talks 
himself  through  a  tough  match.  "0.  K., 
the  next  one.  In  his  ear.  Eat  that,  suck- 
er. This  is  my  court.  Listen  to  the 
crowd.  Ahhh,  my  serve.  Oh,  in  your 
shorts!  So  sorry!"  The  ad's  closing  slo- 
gan, "Put  Yourself  on  the  Line.  Play 
Tennis,"  will  also  be  featured  on  pro- 
motional posters,  postcards,  T-shirts, 
and  flyers.  In  1996,  TIA  officials  hope  to 
expand  the  image  campaign  to  as  many 
as  15  major  markets,  while  the  fi-ee-les- 
son progi'am  is  expected  to  reach  ap- 
proximately 40  cities  next  year 
"COOLER  SPORT."  Aj'e  all  these  efforts 
working?  Ratings  for  the  U.S.  Open's 
Super  Saturday  were  up  more  than 
40%^ — the  best  viewership  in  fom*  years. 
And  a  sport  often  criticized  for  having 
too  few  personalities  suddenly  seems 
flush  with  them.  Says  CBS  analyst  Mary 
Carillo,  a  conmientator  during  the  dra- 
matic Sampras-Agassi  and  Graf-Seles 
matches  at  the 
  Open:  "Tennis  rat- 
ings are  personality- 
driven.  That's  exact- 

  ly  why  the  ratings 

were  good — because 
people  give  a  rip 
about  those  players." 

Corporate  Amer- 
ica appears  to  be 
getting  moi-e  inter- 
ested, too.  Agassi, 
already  the  king  of 
tennis  endorsements 
with  deals  estimat- 
ed at  $9.5  million 
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At  long  last,  "people 
give  a  rip  about... 
players"  again. 
Agassi's  string  of 
endorsement 
contracts  can  attest 
totliat 


last  year,  signed  with  PepsiCo  Inc.  i  r 
ing  the  Open.  For  $2  million  to  $o  : 
lion  over  two  years,  he  will  pitch  M( 
tain  Dew  in  the  U.  S.  and  Pepsi  Ma: 
more  than  50  markets  outside  the 

"Tliere's  been  a  ton  of  pubhcity  at 
how  Agassi  and  Sampras  have  revi 
ized  the  game,  and  that's  importa 
says  Pepsi  spokesman  Brad  Shaw.  "1 
nis  certainly  has  changed,  and  it 
become  a  hipper,  cooler  sport.  And 
cause  of  guys  like  Agassi,  we  are  n: 
inclined  to  link  with  it." 

At  the  same  time,  the  WTA  Ton 
without  its  title  sponsor  since  K; 
Foods  Inc.'s  departm-e  in  1993 — in  e; 
October  accepted  a  thi-ee-year,  $12 
Uon  deal  fi'om  Corel  Coip.,  the  Canac 
software  company.  In  a  parallel  m( 
the  ATP  Tour — faced  with  title  spoi 
IBM's  departiu'e  at  yearend — has  aire 
signed  a  fom-yeai;  global  deal  with  ]\ 
cedes-Benz,  estimated  to  be  worth 
million. 

Nike  Inc.  recently  added  Seles  1 
stable  of  stars  that  includes  Aga 
Sampras,  Jim  Coiuier,  and  Maiy  Pie 
Its  enthusiasm  might  have  sometl 
to  do  with  the  102%>  climb  in  sale; 
Nike  men's  tennis  apparel  over  1 
"The  top  players  are  creating  exc 
ment  again,"  says  Donna  Gibbs,  Ni 
director  of  corporate  communicatioi 

They  are  also  doing  more  than 
talking  up  tennis.  In  Febniary,  the 
of  the  ATP  Tour  launched  the  $1.5 
lion  Kids'  Fund  progi-am,  underwrii 
with  contributions  &"om  their  pi-ize  ni 
ey  pool.  And  the  top-50  ranked  uj' 
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MUTUAL  rUNDS 


Welcome  to 
the  second  revolution. 


Twenty  years  a^o, 
Charles  Schwab 
changed  the  way 
investors  traded  stocks. 

Now  Schwab's  Mutual 
Fund  OneSource*  is 
changing  how  you 
buy  mutual  funds. 


Think  nivload  funds. 
We  believe  investors 
can  enjoy  better 
results  vv'ith  them. 
{WaWstxeel  Journal 
columnist  Jonathan 
Clements  concurred 
in  a  9/19/95  article.) 


Think  simplicity. 
We've  narrowed  the 
field  to  350  funds, 
including  many  ot 
those  most  in 
demand  by  investors 
and  top  financial 
advisors. 


Now  think  easy.  No 
transaction  fees.  No 
■sales  pressure.  One 
call  to  buy  or  .sell  or 
switch  money  around. 
■  One  statement  to 
show  precisely  where 
you  stand. 


No  wonder 
OneSource  is  quickly 
becoming  America's 
favorite  way  to  buy 
mutual  funds. 

Think  of  it  as 
another  victory  for 
the  individual  investor. 


OneSource 
The  Second  Schwab  Revolution. 


than 
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CharlesScbwab 


;hwahs  standard  transactiun  fee  will  he  charged  on  each  redemption  of  Mutual  Fund  OneSource  shares  bouf;ht  with  no  transaction  fee  and  held  for  90  days 
less.  Schwab  reserves  the  right  to  assess  Schwab's  normal  transaction  fees  in  the  future  should  short-term  trading  become  excessive.  Reprinted  from  the 
all  Street  journal.  ©1995  I\nv  Jones  &  Co.,  Inc.  .AH  rights  reserved.  ©1995  Charles  Schwab  &  Co.,  Inc.  AW  rights  reserved.  Member  SIPC/NYSE  .  (10/95) 


Economics 


have  vowed  to  commit  a  total  of  500 
days  to  progi-ams  such  as  Kids'  Days,  in 
which  youngsters  are  provided  with 
tickets  to  ATP  events,  chnics,  trading 
cards,  and  autogi'aph  sessions  vdth  top 
players.  The  players  are  also  taking 
part  in  Smash  Tennis,  a  street-festival- 
style  celebration  of  the  game  that  in- 
cludes skill  contests,  entertainment,  and 
music.  "We  need  to  get  kids  playing 
again,"  says  Sampras,  who  spent  sev- 
eral hours  hitting,  answering  questions 
and  hanging  out  with  local  youths  dur- 
ing the  Lipton  Championships  in  Key 
Biscayne,  Fla..  "You  know,  instead  of 
picking  up  a  basketball  or  football,  let's 
put  a  tennis  racket  in  their  hands." 

A  progressive  shift  is  also  taking 
place  at  another  long-criticized  gi'oup, 
the  USTA.  In  the  afterglow  of  one  of  the 
biggest  Opens  ever — officials  say  spon- 
sorship interest  has  never  been  high- 
er— the  USTA  recently  announced  a 
$600,000  donation  to  four  inner-city 
youth  progi'ams,  while  the  $1.25  million 
the  USTA  earmarked  for  Play  Tennis 
America  this  year  was  the  largest  single 
contribution  to  the  tia's  initiative. 
REAPING  THE  REWARDS.  An  inci'easingly 
cohesive  tennis  industiy  is  ah-eady  reap- 
ing some  benefits.  Recent  indications 
from  retailers  show  tennis  sales  are  up 
by  as  much  as  14%  in  some  outlets,  the 
fii-st  good  news  for  the  manufactiu-ers  in 
years.  And  companies  such  as  Prince, 
Dunlop,  and  Wilson  expect  the  new, 
longer  rackets — 1  inch  to  2  inches  longer 
than  standard  27-inch  frames — to  be- 
come hot  items  and  boost  retail  sales 
even  more. 

But  industry  leaders,  while  excited 
about  recent  developments,  are  keep- 
ing their  feet  on  the  ground.  The  con- 
sensus is  that  any  substantial  impact 
on  the  public  image  of  tennis — whether 
through  media  campaigns,  free  lessons, 
or  increased  involvement  from  the  big- 
name  pros — is  not  going  to  happen 
ovemight.  Says  Rick  Margin,  vice-pres- 
ident for  marketing  at  Prince  and  chair 
of  the  tia's  Image  Committee:  "Any  at- 
tempt to  change  an  image  as  deeply  in- 
gi-ained  in  society  as  [that  of]  tennis  is 
probably  a  three-  to  five-year  process." 
Adds  Carillo:  "I  don't  think  tennis  is 
out  of  the  woods  by  any  stretch.  It's 
still  considered  an  elitist  game." 

Sure,  in  the  era  of  inline  skates, 
beach  volleyball,  and  kids  glued  to  their 
PCs,  a  new  tennis  boom  seems  hke  a 
reach.  Yet  if  the  image  campaign  can 
draw  thousands  of  new  players  to  the 
courts  and  create  a  more  contemporary 
image,  at  the  least  the  sport  could  stop 
its  slide.  Who  knows,  it  might  even  snag 
a  few  of  those  grumbhng  fans  fed  up 
with  the  hickory  heads  of  baseball. 

Tennis,  anyone? 

Bij  Mitch  Rustad  in  Neu'  York 


POLICY 


THE  GREAT 
GROWTH  DEBATE 

CEOs'  economic  optimism  is  fueling  candidates'  rhetori 


Don't  tell  Dana  G.  Mead  that  the 
U.  S.  economy  can't  gi'ow  faster. 
The  Tenneco  Inc.  chief  executive 
has  seen  his  company's  efficiency 
sui'ge  since  it  reorganized,  cut  its  payroll 
by  more  than  a  third,  and  invested 
heavily  in  eveiything  fi'om  shipyards  to 
office  automation.  With  similar  gains 
spreading  throughout  Corporate  Amer- 
ica, "there's  no  reason 
why  we  can't  get 
gi'owth  back  to  what 
we're  used  to  in  this 
country — 3.5%  [a 
year]  or  more,"  says 
Mead.  "We've  got  the 
industrial  wherewithal 
to  do  it." 

Welcome  to  the 
gi'eat  gi'owth  debate. 
Business  leaders,  en- 
joying rapid  productiv- 
ity gains  in  their  own 
companies,  are  chai'g- 
ing  that  the  econom.y's 
growth  is  being 
scjuelched  by  Wasliing- 
ton.  Their  favorite  culprits:  Clinton  Ad- 
ministration and  Federal  Resei-ve  econo- 
mists, who  calculate  that  the  U.  S. 
economy  can't  persistently  grow  faster 
than  2.5%  a  yeai' — only  slightly  better 
than  its  ciUTent  2%  pace — without  boost- 
ing inflation.  "There's  no  sign  of  pricing 
pressures  anywhere,"  gi-ouses  .John  F. 
Welch  Jn,  ceo  of  General  Electric  Co. 
"This  economy  can  gi"ow  more  than  2% 
or  2.5%,  and  we  ought  to  let  it  do  it." 

If  the  economy  could  just  do  it,  fast- 
er growth  could  work  wondei's.  The  fed- 
eral budget  deficit  would  shrink  mai'ked- 
ly  (chart).  Real  wages  could  climb  as 
companies  share  the  rewards  of  gi'eater 
efficiency  with  workers.  A  rising  tide 
of  gi'owth  could  ease  social  strains  by 
ci'eating  new  jobs.  Little  wonder  that 
economists  from  both  the  left  and  right 
are  scanning  the  horizon  for  evidence 
of  stronger  potential  growth. 

But  skeptics  say  the  economy's  happy 
days  of  fast  grovi^h  haven't  returned. 
Economic  statistics  are  murky  when  it 
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comes  to  the  productivity  gains  t 
CEOS  ti-umpet.  Fed  officials,  while 
nying  they've  set  an  economic  sp 
Hmit,  argue  that  signs  of  overheat 
dui'ing  1994's  gi-owth  surge  keep  tl 
off  the  accelerator  for  now.  And 
ministration  economists  don't  wani 
lose  a  hard-won  reputation  for  hoi 
forecasting  by  biinging  back  "Rosy 
nario"  from  the  I 
gan  era. 

For  Republi 
Presidential  ca: 
dates,  this  mixtur 
CEO  discontent 
Washington  cautio 
a  godsend.  As  the 
election  nears, 
GOP  has  a  probl 
President  CUnton 
boast  of  a  solid  eci 
my,  with  unemp 
ment  near  a  six-j 
low.  The  RepubUc 
response  is  to  s 
the  focus  to  the  e^ 
omy's  long-term 
tential.  The  ft'ont-nmnei;  Senate  Ms  / 
ity  Leader  Bob  Dole  (R-Kan.),  cha? 
that  Clinton  believes  "we  can't  even 
up  to  our  past,  much  less  compete  \ 
the  most  dynamic  economies  in 
world."  Long-shot  candidate  St 
Forbes  has  made  gi'owth  a  camp; 
centerpiece.  "Americans  have  great 
pectations — they  don't  like  the  ide  n! 
limits,"  says  GOP  pollster  Fred  Stee 
"Growth  is  a  good  Republican  then 
A  BOOM.  Whether  it's  good  economic  6 ' 
a  thornier  question.  Over  the  long  \  If 
the  economy's  noninflationary  gro 
rate  is  a  sum  of  two  items:  gi-owt! 
the  labor  force  and  gi'owth  in  produ* 
ity,  or  output  per  horn-  of  work.  W^tl  1' 
bor  growth  projected  to  be  about  1 
per  year  thi'ough  the  end  of  the  dec 
workers  would  have  to  boo.st  their 
ciency  shai-jDly  ft-om  the  trough  of  ^ 
1980s  to  Hft  growth  trends. 

Tr-ue,  the  U.  S.  is  enjoying  a  prO' 
tivity  boom  at  the  moment.  Led 
manufacturing,  nonfaiTn  productivity 
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Imc^e.  an  Editor 
^ving  an  award  for  copying. 


Presenting  tlie  NP  6050:  Winner  of  the 
Vhat  to  Buy  for  Business  Editor's  Choice  Award. 
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''hen  the  editor  of  What  to  Buy 
for  Business  said,  "The  Canon 
350  has  a  number  of  characteristics 
vill  endear  it  to  people  wanting 
very  high-volume  features  without 
g  for  a  high-speed  platform," 
lew  we  had  ^ 
our  job. 

ter  all,  we  ll  KIHTOK'S 
ned  the      Mm  CHOICE 

)50  to  give  every  business  the 
Df  high-speed,  high-volume 
nent  processing  capability  they 
thought  they  could  afford. 


And  we  designed  it  with  a  level  of 
reliability  that  can  keep  an  office 
running  productively  for  years  to 
come. 

The  NP  6050  is  another  example 
of  the  kind  of  commitment  to  satisfying 
customer  needs  that  has  made  Canon 
the  number  one  copier  company  13 
years  running. 

To  find  out  more  about  the  Canon 
NP  6050,  call  1-800-OK-CANON. 
We  think  you'll  be  impressed  with  the 
copier  even  editors  have  recognized 
for  originality. 


When  the  rest  say  you  can't.  Canon 
says  you  can. 


;anon  U.S.A.,  Inc. 


Canon 
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FASTER, 
FASTER 


been  rising  by  more  than  2%  a  year  in 
the  1990s.  But  doubters  argue  that  re- 
cent gains  are  largely  the  normal  in- 
crease associated  with  recovery  from 
recessions.  They  say  there  is  little  rea- 
son to  believe  that  underlying  pi'oductiv- 
ity  has  sharply  improved  fi"om  its  aver- 
age rate  of  around  1%  in  the 
1980s — barely  enough  to  support  2.5% 
economic  growth.  And  a  new  system 
for  measuring  gross  domestic  product, 
which  the  government  will  adopt  by 
yearend,  will  revise  productivity  down- 
ward somewhat.  To  growth  skeptics, 
such  as  Charles  Lieberman,  director  of 
research  at  Chemical 
Seciuities  Inc.,  unem- 
ployment at  a  low 
5.6%  indicates  that 
the  economy  is  al- 
ready running  close 
to  top  speed. 

Yet  many  econo- 
mists beUeve  the  sta- 
tistics are  deeply 
flawed.  The  optimists, 
hberal  and  conserva- 
tive alike,  say  the 
economy's  gi-owth  po- 
tential is  sharply 
higher  than  in  the 
'70s  and  '80s.  The 
Fed  can't  accurately 
measure  overheating, 
argues  Men-ill  Lynch 
&  Co.  Chief  Econo- 
mist Donald  H. 
Straszheim,  because 
production  capacity 
has  been  growing 
faster  than  most 
economists  expected. 
"Lots  of  companies 
ai'e  producing  40%  moi-e  than  they  were 
a  few  years  back  with  the  same  equip- 
ment and  workers,  just  because  of  pro- 
cess improvements,"  Straszheim  says. 

What's  more,  advances  in  sei'vice-sec- 
tor  efficiency — such  as  the  replacement 
of  bank  tellers  with  automated-teller 
machines — are  ignored  in  the  govern- 
ment's productivity  numbers.  Statisti- 
cians also  miss  a  lot  of  piice  and  quality 
improvements  in  high-tech  products, 
from  semiconductor's  to  telecom  gear. 
Anecdotal  evidence  abounds  that  cor- 
porate restructuring  and  smarter  use 
of  technology  are  making  workers  far 
more  productive  (BW — Oct.  9). 

In  this  case,  ('Eus'  gut  feelings  may 
tell  more  about  the  economy  than  do 
official  figures — and  ckos  are  bullish.  In 
a  September  survey,  73%-  of  the  direc- 
tors of  the  National  Association  of  Man- 
ufacturers said  the  U.  S.  economy  could 
grow  at  a  3%  rate  or  faster  for  the  re- 


mainder of  the  decade,  without  boosting 
inflation.  "Whether  the  government 
counts  it  or  not,  we  know  this  produc- 
tivity is  real,"  says  Tenneco's  Mead,  who 
chairs  nam.  The  organization  wants  the 
Fed  to  cut  interest  rates  to  boost 
growth  now,  and  calls  on  Washington 
to  lift  potential  growth  even  higher  by 
balancing  the  budget,  overhauling  regu- 
lations, and  expanding  trade. 
REALLY  ROSY?  Throw  in  some  tax  cuts, 
and  that's  an  agenda  many  in  the  gop 
would  love  to  run  on.  Republicans  figui"e 
that  the  gi'owth  debate  can  only  help 
them — provided  the  public  overlooks 


liamsburg,  Va.,  on  Oct.  13  made  it  c 
that  they  want  to  see  a  stronger  ec( 
my.  When  the  President  spoke,  th( 
business  leaders  and  their  spouses 
stone-faced  through  his  spirited  deft 
of  his  record  on  cutting  regulations 
reinventing  government.  He  drew 
plause  for  only  two  lines — on  gun 
ti"ol  and  nuclear  nonp)-oliferation. 

While  the  ''vVhite  House  dodges  bi 
bats,  the  power  center'  that  controls 
economy's  thi'ottle — the  Fed — is  divii 
Some  policymakers,  such  as  San  F: 
Cisco  Federal  Reserve  Bank  Presic 
Robert  T.  Parry,  believe  the  econ( 
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Econorn  ist,  Merrill 
Lynch 


ALAN  GREENSPAN 

A  speed  1 1  in  it  ;.s- 
a  "mistake" 


some  details.  In  the 
budget  battle  on 
Capitol  Hill,  for  ex- 
ample, the  Republi- 
can  leadership  insists  on  using  a  forecast 
of  2.3%'  annual  gi'owth  for  the  next  sev- 
en years — even  lower  than  Clinton's 
2.5%..  "Wliile  Dole  says  we're  pessimists, 
his  budget  committee  accuses  us  of  be- 
ing too  rosy,"  says  National  Economic 
Adviser  Laura  D'Andrea  Tyson.  The 
COP  figures  the  low  forecast  gives  them 
a  bargaining  chip  during  negotiations 
with  the  Wliite  House. 

Clinton,  however,  seems  stuck.  His 
version  of  the  progi'owth  agenda — slow- 
er budget  cuts  that  pr'otect  spending 
on  education,  ti'aining,  and  govei'nment- 
led  R&D — doesn't  resonate  with  busi- 
ness. And  in  defending  its  2.5%  fore- 
cast, the  Administration  worsens  its 
relations  with  Corporate  America.  CEOs 
at  a  Business  Council  meeting  in  Wil- 


CHARLES  LIEBERMA 

Economist,  Chemi 
cal  Securities 


can't  grow  much  above  2.5%.  But  CI 
man  Alan  Greenspan  doesn't:  "It 
mistake  for  a  central  bank  to  look 
gi'owth  rate  and  say  that  if  the  econ 
moves  up  to  that  rate,  we  are  in 
ger,"  he  told  the  Senate  Banking  C 
mittee  on  Sept.  22.  Instead,  the 
chief  watches  for  signs  of  inflal 
dampening  gi'owlh  if  price  hikes  ace 
ate  and  boosting  growth  if  they  sic 

Under  Greenspan's  strategy, 
gi'owth  debate  will  eventually  be 
tied:  As  inflation  stays  low,  the  hi; 
potential  that  ceos  trumpet  will  b 
gi'owth  upward.  But  the  prospect 
stronger  economy  in  the  future 
likely  to  satisfy  epither  business  or 
ious  voters.  As  candidates  wrap  tl 
selves  in  the  growth  mantle,  busi 
will  be  tiu'ning  up  the  heat  on  Wasl 
ton  to  make  fester  growth  a  realitj 

By  Mike  McNamee  in  Washiru 
with  Christopher  Farrell  in  New  i 
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DEFINED  CONTRIB  LI  TI0N/4  01ikiri_  A  NS     ■     i:      iMi    i  \  '  •      \  I    \1\NAGEMENT     ■     MUTUAL  FUNDS 


WHEN    SELECTING  a 


Mutual  Fund   for  a   40l'(k)  PLAN, 


NAMES      CAN  BE 


D 


e  c  e  1  V  1  n  g 


HOW  A  FUND  IS  NAMED  OR  CLASSIFIED  DOESN'T  ALWAYS  INDICATE  HOW  IT  WILL  BE  INVESTED. 
Wketker  you're  developing  a  401(k)  pla  n  or  your  own  portfolio,  tliis  makes  predicting  performance 

even  karder  tkan  usual.  So  we  follow  a  "trutk  in  labeling  "  pkilosopky.  We  carefully  monitor  eack 
investment  to  make  sure  a  fund  continues  to  fit  its  original  classification.  Giving  you  a  kigker  level 
of  confidence.  At  Putnam,  we  kelieve  tke  kest  financial  decisions  are  usually  tke  most  informed 
ones,  and  we  always  recommend  you  consult  a  professional  advisor.  But  we  also  suggest  you  work 
witk  a  firm  tkat  ensures  your  investment  won't  kecome  a  wkole  different  animal. 


PUTl^AM 

INVESTMENTS 


BOSTON- LONDON-TOK\ 


IME-HONORED      TRADITION      IN      MONEY  MANAGEMENT 


Introducing  new 


for  Windows  95 


Software  that  reveals  itseif,  removes  the  barriers  between  you  and  capabiiities  old  and  new. 
Software  that  doesn't  get  In  your  way  when  you're  trying  to  work.  \^ 

Features  that  can  streamline  the  way  you  work  now  reveal  themselves  as  you  work. 
Everyday  tasks  as  basic  as  entering  text  are  easier.  Spell-checking  and  formatting 
happen  automatically,  on  the  fly.  Applications  that  you  once  used  in  a  limited  fashion 
now  offer  you  new  and  easier  ways  to  use  them,  to  do  more  with  them.  One  of  those 
ways  is  the  Answer  Wizard.  When  you  have  a  question  you  simply  type  it  in.  "How  do 
I  get  this  page  to  print  sideways?"  It  will  show  you  how.  Other  wizards  are  built  into 
individual  programs  to  walk  you  through  complex  tasks.  To  create  a  customer  database  from  scratch,  you  simply 
ask  the  Database  Wizard  to  show  you  how.  This  is  called  IntelliSense' '  technology,  and  it  senses  what  you  are 
doing,  and  helps  you  do  it  with  fewer  steps.  It  lets  you  focus  on  your  work,  not  on  making  your  software  work. 


Now  applications  work  together,  work  alike, 
work  the  way  you  always  hoped  they  would. 


^lllllll^ll^ll^llllllllj^ 


New  Microsoft®  Excel,  Word,  PowerPointf  Microsoft  Access, 
and  Schedule-!-.  Use  them  to  work  more  effectively,  to  access 
and  share  information  throughout  your  company,  to  conduct 
more  in-depth  analysis.  Pull  information  from  one  application 

into  another  seamlessly.  Manage  your  key  contacts  in  Schedule-t-  and  drop  addresses 
into  Word  when  you  write  them  letters.  Use  PowerPoint's  Meeting  Minder  to  take  notes 
of  your  meeting,  and  then  export  them  to  Word  to  summarize.  Use  the  new  Office 
Binder  to  create  a  single  document  that  uses  components  from  all  five  programs. 
Combine  a  cover  letter,  financial  projections,  and  professional-looking  charts  and 
graphs  seamlessly  into  one  document.  Save  and  print  it  as  one.  Open  it  and  have  all  the 
applications  it  uses  launch  at  once.  You  spend  less  time  going  back  and  forth  between 
programs.  Less  time  working  around  obstacles.  More  time  focusing  on  the  task  at  hand. 


Microsoft 


WHERE   DO  YOU   WANT  TO   CO  TODAY'" 


j^i  To  Si-.e  an  au'odemo  and  more,  go  to  Mtp://www.rr,icrosofl.com/msoffice.  Or  call  800-426-9400. 
, ,  ,j,  ®19'j5  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  Pov/erPoint,  Windows,  and  the  Windows  logo  are  registered  trademarks  and  IntelliSense,  the  Windows  Start  logo  and  WhatS 


Together,  the  programs  break  down  the  barriers  between  you  and  other  people. 
You  find  new  ways  to  communicate,  to  share  information,  to  collaborate. 

Now  you  can  use  Microsoft  Word  as  your  e-mail  editor  with  the  IVIicrosoft  Exchange  Inbox  in  Windows  95. 
reate  your  messages  in  Word,  and  use  all  of  its  functionality,  its  formatting  options,  to  communicate  more 
learly,  more  convincingly.  With  Word's  Internet  Assistant,'  you  can  browse  the  World 
/Vide  Web  and  publish  your  own  documents  there.  If  you  subscribe  to  The  Microsoft 
Metwork,  you  can  access  it  directly  from  Office.  FindFast  lets  you  search  company 
servers  and  individual  desktops  for  information  you  need  by  typing  a  phrase  or  key 
^ord.  Even  finding  the  information  you  need  to  schedule  a  meeting  is  made  simpler 
vith  the  Meeting  Wizard  in  Schedule-)-.  It  can  find  a  time  when  your  list  of  people  can 
meet,  locate  a  conference  room,  and  notify  everyone  of  the  time  and  place. 


Now  you  can  take  full  advantage  of  Windows  95. 

New  Microsoft  Office  was  designed  to  work  hand-in-hand  with  the  Windows®  95 
operating  system  and  its  simplified  user  interface.  To  make  the  most  of  32-bit 
performance,  long  filenames,  shortcuts,  multitasking,  and  the  Windows  Explorer. 
Together,  they  make  computing  fundamentally  easier  and  faster.  They  make  it 
Dossible  for  vou  to  snend  less  timp  nnmniitinfJ  mnrp  timp  wnrUincJ  pffprtiupK/ 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


THIS  TAURUS  SURE  WON'T 


The  leiii'Sigiied  'UG 
Ford  Taurus,  with  its 
futuristic  elliptical 
look,  is  actually  an  anachro- 
nism. Automotive  experts 
predict  that  the  21st  century 
will  be  the 
age  of  the 
niche  car  and 
that  mass  models,  such  as 
the  TauiTis,  will  face  the  fate 
of  their  extinct  ancestors,  the 
Chevy  Impala  and  Ford  Gal- 
axy, which  a  generation  ago 
each  sold  more  than  1  mil- 
lion units  a  year 

So  how  can  the  No.  1 
Taurus  hold  on  to  its  sales 
crown  in  an  evaporating  mar- 
ket? It  has  to  steal  sales 
from  the  competition,  partic- 
ularly the  Japanese.  And 
vdth  the  new  Taurus,  Ford's 
designers  have  stretched  be- 
yond Detroit's  comfort  zone 
to  come  up  with  a  sedan  that 
is  visually  striking  and  re- 
markably nimble  on  the  road. 
The  payoff  for  Ford's  $2.8 
billion  overhaul  of  the  Taui-us 
and  its  Mercury  Sable  tvdn 
is  a  car  that  finally  gives  De- 
troit, or  at  least  Ford,  some 


HOT  WHEELS 


liope  of  prying  baby  boom- 
ers out  of  their  Honda  Ac- 
cords and  Toyota  Camrys. 

On  fii'st  glance,  it's  styling 
that  sets  Taurus  apart  from 
its  Japanese  and  U.  S.  breth- 
ren. The  jel- 
ly-bean shape 
of  the  origi- 
nal Taunis  was  gi'oundbreak- 
ing  and  controversial  back  in 
1986.  The  1996  Taurus  does- 
n't entirely  eschew  the  aero- 
dynamic look,  but  it  is  spiced 
with  much  more  attitude 
than  its  now-dowdy  parent. 
Beneath  the  furrowed  brow 
of  its  cat's-eye  headlights  and 


Uiululaliiig  huud,  lIr' 
new  Taurus  appears 
to  be  scowling.  The 
audacious  styling  is 
sure  to  set  off  the 
same  kind  of  love-it- 
or-hate-it  debate  in- 
spired by  its  prede- 
cessor. This  is  one 
family  car  that  will  not  blend 
into  the  crowd  at  the  gro- 
cery-store parking  lot. 

What  strikes  you  next  is 
Taurus'  seemingly  compact 
size,  with  its  sloping  nose 
and  droopy  haunches.  Most 
people  say  initially:  "It  looks 
smaller."  But  it's  not.  It  actu- 


TAURUS  LX 

Base  Price: 

$21,530 

Audacious 
styling  and  a 
nice  taut  ride 


aiy     a  lout  longlsan 
than  the  Camry  ai  ie  i 
nearly  half  a  fo'tiit 
longer  than  the  oii  i 
Taixrus.  This  illusii  la- 
is     an     ingenioi  is, 
move  by  Ford  ds  T; 
signers  to  satis  l.\  ', 
women  drivers  w'  ifi, 
were  turned  off  by  the  bull ;  n-i 
ness  of  the  old  Taurus  br  iff 
who  still  wanted  plenty  yea;, 
interior  space.  By  bumishi]  aw . 
the  edges  and  repeating 
soft,  oval  theme  througho  jf  i;, 
the  design,  the  Taurus  jurag, 
looks  easier  to  handle.      u  r; 
There  are  trade-offs  wi[|-]it„ 


melted-butter-stick  styl- 
P)y  rounding  the  rear 
Ford  made  the  Taurus' 
k  2.5  cubic  ft.  smaller 
its  predecessor,  taking 
more  than  10%  of  its 
'.  That  is  a  noticeable 
especially  for  the  fami- 
lial businesspeople  who 
liis  trunk  all  the  time, 
navigating  the  curvy 
door  openings  can  be 
,  t^specially  when  plac- 
liildren  into  car  seats, 
f    yet,   the  sculpted 
forced  Ford  to  reduce 
iiom  in  the  back. 
11,  tliis  minimalist-design 
'  actually  has  Japan 
J  Detroit  for  a  change, 
iiiry,  which  has  bloated 
1.  rably  over  the  years, 
ently  will  lose  some  of 
1]\  next  year:  Those  who 
5een  the  design  for  Toy- 
revamped  1997  Camry 
is  much  shmmer  than 
UTent  model. 

EDGE.  Toyota  and 
i  also  are  trying  to  put 
prices  on  a  diet.  Each 
ese  auto  maker  is  strip- 
es flagship  sedans  of  un- 
wary parts  and  features 
;e  thousands  of  dollars 
the  yen-inflated  piices. 
996  Camry  xle  V6  se- 
las  a  base  price  of 
i2i  8,  including  destination 
ia|  !S.  The  1996  Honda  Ac- 
X  V6  sedan  starts  at 
22JO. 

with  the  new  Camry 
r  off  and  the  Accord 
/ears  from  its  next 
ver,  the  Taurus  will  en- 
considerable  price  ad- 
^e  for  the  near-future. 
Taurus  gl,  equipped 
n  enhanced  version  of 
•-liter  V6  engine  found 


in  the  previous  model,  comes 
with  air  conditioning  and 
power  windows  for  $19,390. 
The  Taurus  LX,  with  an  im- 
pressive new  high-perfor- 
mance multivalve  V6,  starts 
at  $21,530.  The  200-horse- 
power  Duratec  engine  pro- 
pels the  LX  from  zero  to  60 
mph  in  8.4  seconds. 


building  the  new  Taurus  on 
an  extremely  rigid  frame, 
Ford  has  achieved  a  taut  feel 
for  the  road  that  is  much 
closer  to  the  Japanese  sen- 
sation than  it  is  to  Detroit's 
sad  history  of  squishy,  boule- 
vard rides.  The  Lumina, 
which  improved  measurably 
with  its  redesign  last  year, 


Following  the  Leader 


CHEVROLET 
LUMINA  SEDAN 

Base  Price: 

$16,895 

Low  cost,  but 
I)  match  f or 
i'aiirus'  ride 


the  center  of  the  dash,  puts 
stereo  and  climate  controls 
within  easy  reach.  Gone  are 
the  Chiclet-size  radio  buttons 
that  were  dangerous  diver- 
sions from  the  road.  They 
are  replaced  by  a  rising  row 
of  spacious,  stepping-stone 
buttons  that  can  be  quickly 
found  without  looking.  The 
control  panel  is  an- 
chored by  a  big, 
easy-to-gi'ab  volume 
knob  located  beside 
a  stylish,  teardrop 
LED  screen  that 
displays  the  time 
and  radio  station 
separately. 

Another  interior 
marvel  is  hidden  in 
the  front  seat  of  the 


TOYOTA  CAMRY 
XLEV6  SEDAN 

Base  Price: 

$22,868 

Its  price  mid 
bulk  are  diie 
for  a  trim, 

Taurus'  U.S.  competitoi-s 
give  it  more  of  a  run  for  its 
money  on  sticker  price.  The 
price-leading  Chevrolet  Lu- 
mina starts  at  $16,895,  while 
the  Dodge  Intrepid  has  a 
base  price  of  $18,995.  One 
disappointment  in  the  domes- 
tic family  sedans:  Buyers 
have  to  pony  up  about  $600 
extra  for  antilock  brakes, 
while  the  V6  versions  of  the 
Camry  and  Accord  make 
those  safety  brakes  standard 
equipment. 

When  the  cars  hit  the 
road,  Taurus  parts  company 
with  its  Detroit  rivals.  By 


CAT'S  MEOW? 

Ford  Taurus' 
futuristic 
elliptical 
motif  and 
cat's-eye  head- 
lights punctu- 
ate a  redesign 
that  is  aimed 
at  keeping  the 
car  No.  1  in 
an  evaporat- 
ing market 


still  feels  choi)]jy  o\  ei'  liuiiips 
and  wallows  into  turns.  The 
Tauins  holds  the  road  ai'ound 
tight  corners,  and  its  four- 
wheel  independent  suspen- 
sion absorbs  potholes  with 
precision.  The  Intrepid  re- 
ceived some  much-needed 
noise  reduction  for  the  1996 
model  year.  But  it's  still  no 
match  for  the  Taurus,  in 
which  a  driver  and  rear-seat 
passengers  can  talk  without 
raising  their  voices. 
CREATURE  COMFORTS.  Com- 
pared with  the  Japanese 
cars,  the  Taurus  holds  its 
own  on  the  road.  The  Camiy 
still  has  a  smoother  shifting 
transmission  and  the  Accord 
has  a  tighter  ride.  But  on 
balance,  the  Taurus  makes  so 
much  improvement  in  steer- 
ing, handling,  and  braking 
that  it  now  can  be  consid- 
ered in  the  same  league  as 
those  superior  sedans. 

The  interior  of  the  Taurus 
continues  the  oval  design 
motif,  with  a  supremely 
user-friendly  control  panel  as 
its  centerpiece.  The  tactile 
control  pod,  mounted  high  in 


six-passenger  ver- 
sion. The  center  of 
the  front  seat  un- 
folds like  a  Swiss 
Amiy  knife  to  reveal 
a  console  that  can 
hold  three  cups  and 
even  a  cellular 
phone,  if  you  have 
Ford  install  one.  But 
if  you  have  one  of 
tlie  HKjre  popular  portable 
cellular  phones,  you  can't 
plug  it  into  the  lighter  port 
when  the  console  is  unfurled 
because  the  ashtray  on  the 
dash  gets  blocked.  Ford  offi- 
cials say  they  have  received 
several  complaints  about  this, 
so  they  are  adding  another 
power  outlet,  to  the  console, 
by  the  end  of  the  year. 

That  kind  of  quick  response 
should  impress  demanding 
baby  boomere  who  in  the  past 
have  snubbed  the  Taurus.  If 
they  take  a  look  at  the  new 
vei'sion,  they  will  find  interior 
creature  comforts  that  clearly 
top  what  they  are  accustomed 
to  in  their  Accords  and  Cam- 
rys.  And  they  will  experience 
ride  and  handling  that  is  com- 
pai'able  to  theii'  beloved  Japa- 
nese sedans. 

The  mass-market  car  may 
indeed  be  an  endangered 
species.  But  if  Ford's  bold 
new  sedan  wins  over  that 
lost  generation  of  family- 
car  buyers,  the  Taurus  may 
yet  manage  to  avoid  the 
fate  of  the  Impala  and  the 
Galaxy.       Keith  Naughton 


Personal  Business 


SATURN  SL2 
SEDAN 

Base  Price: 

$12,685 

Still  a  solid 
choice  after 
undergoing 
cosmetic 
surgery  that 
added  some 
pizzazz  and 
headroom 


TWO  TOP-NOTCH  COMPACTS 
BECOME  EVEN  MORE  SO 


Radio  personality 
Garrison  Keillor  used 
to  joke  that  Lake 
Wobegon  was  a  place 

where  the  children  were  all 
above  average.  One  could 
also  easily  say  that  about  the 
compact-car  mar- 
ket: When  mo- 
torists can  choose  among  the 
Honda  Civic,  Saturn,  Toyota 
Corolla,  Ford  Contour,  and 
Plymouth  Neon,  there's  no 
need  to  settle  for  mediocrity. 

With  that  in  mind,  I  spent 
a  couple  of  weeks  test-driving 
the  Civic  and  Saturn,  two 
sales  leaders  that  have  been 
redesigned  for  1996.  The 
Civic  has  been  completely 
overhauled,  while  the  Saturn 
merely  got  a  face-lift. 

The  new  Civic  still  comes 
in  three  styles:  hatchback, 
coupe,  and  sedan.  Although 
the  exterior  has 
been  completely  re- 
done, the  styling  of 
the  coupe  and  sedan 
is  sedate.  Aside  from 
larger  headlamps 
and  taillights,  they 
look  veiy  similar  to 
the  Accord.  The 
hatchback  has  a  styl- 
ish European  look, 
thanks  to  the  steep- 
ly raked  rear  hatch. 

The  Civic's  real 
attraction  is  inside. 


HOT  WHEELS 


All  three  models  come  with  a 
1.6-liter  engine  that  loves  to 
be  revved.  The  cx,  DX,  and 
LX  sport  a  106-horsepower  en- 
gine; the  EX  gets  a  127-hp 
VTEC  power  plant. 

Thanks  to  sound-absorbing 
insulation  and  a  stiffer  engine 
block,  the  new  Civic  is  much 
quieter  All  dash- 
boai'd  controls  are 
positioned  high  on  the  instru- 
ment panel,  allowing  the  driv- 
er to  fiddle  vdth  the  radio  or 
heater  vdthout  glancing  away 
from  the  road.  The  high  roof- 
line  offers  ample  headroom, 
even  in  the  rear.  The  trunk 
size  hasn't  changed,  but  Hon- 
da has  added  a  convenient 
split  rear  seat. 

Civic  drivers  will  notice  a 
plusher  ride.  But  Honda's  ma- 
jor mechanical  innovation  is 
one  that  relatively  few  Amer- 
ican buyers  are  expected  to 
choose.  In  early  1996,  the  Civ- 


ic iix  cuupe  will  carry  a  con- 
tinuously variable  transmis- 
sion, which  eliminates  jolting 
geai"  shifts  on  hills  or  when 
passing.  The  new  transmis- 
sion is  quicker  from  zero  to 
60  than  a  conventional  auto- 
matic, and  it's  more  fuel-effi- 
cient: 35  miles  per  gallon  in 
the  city,  41  on  the  highway. 

Despite  the  improvements, 
Honda  has  held  the  Hne  on 
prices.  Recently,  the  company 
announced  a  1.3%  increase  in 
base  prices  for  all  Civic  mod- 
els except  the  ex.  A  top-of- 
the-line  ex  equipped  with 
standard  features — antilock 
brakes,  automatic  transmis- 
sion, air  conditioning,  cruise 
control,  and  power  windows — 
will  sell  for  about  $16,620,  in- 
cluding destination  charges. 
That's  about  the  same  as  a 
1995  model  and  keeps  the  ex 
competitive  with  Saturn.  A 
similarly  equipped  SL2  sedan 
should  cost  about  $15,300, 
though  other  options  can  push 
the  price  as  high  as  $18,000. 

For  the  money,  I've  always 
thought  Saturn  was  a  pretty 
good  car  whose  main  attribute 
is  a  dealer  network  with  a 
stellar  reputation  for  service. 


But  General  IViti 
has  made  wortlyh 
improvements 
1996.  A  rounde  j 
and  curving  re 
lar  give  the  cai 
tie  more  piz;s 
and  more  head 
Extra  insulatii 
a  nev/  valve 
make  the  car  ci; 
erably  quiete 
high  speeds,  tl 
hter    engine  • 
smootWy,  althd 
still  sounds 
what  harsh  at  high  r]3i 
For   1996,   GM  des 
"fuzzy  logic"  software  I'o 
urn's  automatic  transni 
The  car's  computer  an 
the  driver's  driving 
then  adjusts  the  shifti) 
tern  accordingly:  The 
revs  at  higher  speeds  f 
gressive  drivers,  at 
rpms  for  sedate  ones 
new  features  include  da 
running  lights  plus  £ 
deck  Ud  that  won't  spiU 
runoff  into  the  trunk. 

Minor  irritants  inci 
front  console  that  bulgi 
of  the  dash  and  a  { 
svdtch  that  controls  the 
side  mirror — but  not  th 
Still,  Saturn  has  earnec 
grades  for  quality  on  tl 
nual  J.  D.  Power  & 
dates  survey,  and  ther 
reason  to  expect  a  chai 
Which  car  is  better! 
sonally,  I  enjoyed  the 
ex  with  a  stick  shift,  alt 
it  wasn't  a  imnaway  de 
Others  may  prefer  th( 
urn,  a  solid  car  with  no- 
no-fuss  dealer  support 
with  either  choice,  yoi 
driving  a  car  that's  abo' 
erage.         David  Sea 


HONDA  CIVIC 
EX  SEDAN 

Base  Price: 

$16,620 

A  complete 
overhaul 
makes  for  a 
quieter, 
friendlier, 
plusher  ride 


VVEAT  LESSEE:  DIG  OUT 
lOSE  HIDDEN  NUMBERS 


^^aost  30%  of  all  new 
's  are  leased  in- 
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ad  of  purchased, 
from  about  19%  in 

I.  Is  it  because  consum- 
get  a  great  deal  when 

lease?  Or  because  deal- 
stand  to  profit  hand- 
sly  from  a 
ng  trans-  w^W 
3n?  The  ^ 
fer  may 

little  of 
—but 

y  consumer 
jcates  suspect 
the  balance 
heavily  toward 
lealer. 

implaints  center  on 
lack  of  disclosure,  ty^j, 
trumpet  the  month- 
3st  of  leasing.  But 
-hither  monthly  rates 

mean  much: 
try  to  find  the 
il  cost  of  the 
•le  on  a  stan- 
lease  contract, 
!  out  what  con- 
es the  kind  of 
and  tear  that 
rigger  a  penal- 
arge,  or  ascer- 
tvhat  penalties 
face  if  you 
away  from  a 
early. 

ange  is  in  the 
1,  however.  Un- 
jrowing  pres- 
from  state  at- 
ys  general, 
atures,  and 
the  Federal 
ve  Board,  most  major 
makers  are  revising 
lease  contracts  to  pro- 
dditional  infoiTnation  on 
■arly-temiination  penal- 
md  other  key  points, 
'ed,  which  issued  pro- 
amendments  to  the 
imer  Leasing  Act  in 
sptember,  is  accepting 
mts  from  the  public  un- 
V.  17.  Write  to  William 


W.  Wiles,  Federal  Reserve 
Board,  Washington,  D.  C. 
20551,  and  refer  to  Docket 
No.  R-0892.  One  specific  issue 
the  Fed  is  virestling  with  is 
how  to  create  an  interest- 
rate  number  for  leasing 
agreements  equivalent  to  the 
annual  percentage  rate  on 
consumer  loans. 

The  new 


Leasing  Resources 


•  The  Reality  Check- 
list, prepared  by  the 
Consumer  Task  Force 
for  Automotive  Is- 
sues, gives  tips  on 
negotiatmg  a  favor- 
able lease  contract. 
It's  available  from 
many  state  consumer 
affairs  offices  at  no 
cost,  or  by  sending 
$1.50  and  a 
stamped,  self-ad- 
dressed envelope  to 
Reality  Checklist,  P.O. 
Box  7648,  Atlanta, 
Ga.  30357-0648. 


•  Expert  Lease  soft- 
ware helps  you  calcu- 
late monthly  lease 
payments  and  do  a 
lease/buy  analysis. 
You  can  obtain  a  ba- 
sic DOS  version  for 
$59.95  or  a  just-is- 
sued Windows  pro- 
gram for  $129.95 
from  Chart  Software  at 
800  418-8450.  Chart 
also  offers  LeaseTips, 
a  five-page,  informa- 
tion-packed leaflet, 
for  $5. 

DATA;  BUSINESS  WEEK 


tracts  should  help.  But  if  you 
want  to  lease  a  car,  you  still 
have  to  do  several  things  to 
protect  yourself: 
■  Negotiate  the  price.  Then  be 
sure  the  figure  you  agree 
upon  appears  on  the  contract. 
The  Fed  thinks  you  should 
know  the  gross  capitalized 
cost  of  the  car — leasing  hn- 
go  for  the  rough  equivalent 
of  the  puix'hase  price.  Florida, 


New  York,  and  New  Jersey 
require  this  disclosure.  Some 
new  contracts  go  a  step  fur- 
ther by  including  the  net  cap- 
italized cost,  or  the  price  af- 
ter any  downpayment  or 
trade-in. 

Unless  this  information  is 
spelled  out  in  writing,  you 
won't  know  if  the 
lessor  inflates  the 
cost  of  the  car  or  conven- 
iently "forgets"  to  reduce  the 
price  by  your  trade-in.  If  a 
salesperson  suggests  that  all 
you  need  to  know  is  the 
monthly  payment,  walk 
away. 

■  Pin  down  tlie  residual  value. 

Typically  ranging  from  35% 
to  65%  of  the  car's  initial 
woith,  the  residual  value  is 
a  measure  of  the  depreci- 
ation over  the  peri- 
od of  the  lease. 
The  more  the 
car   will  be 
worth  at  the 
end    of  the 
ease  period, 
I'S^jj^jll^    the   less  you'll 
pay  for  deprecia- 
tion— and   the  lower 
■iiiii^i  your  monthly  pay- 
ments will  be. 
■  Ask  what  interest 
rate  you'll  pay.  This 
is  a  number  you 
won't  see  on  a  leas- 
ing contract,  even 
the  "new  and  im- 
proved" versions. 
Many  industiy  rep- 
resentatives insist 
that  a  lease-to-pur- 
chase comparison  is 
apples  to  oranges, 
and  that  interest 
rates  apply  only  to 
financing,    not  to 
leasing.  But  leasing 
costs  money,  and  it's 
nice  to  know  how 
much   before  you 
on  the  dotted  line  so 
you  can  compare  lease 


HOT  WHEELS 


sign 
that 

to  lease  or  leasing  to  buying. 

Charles  Hart,  developer  of 
the  Expert  Lease  software 
progi'am,  suggests  asking  for 
the  "money  factor,"  a  decimal 
number  used  by  most  deal- 
ers that  may  be  converted  to 
an  appro-ximate  interest  rate 
when  multiplied  by  24.  For 
example,  a  money  factor  of 


0.00354  converts  to  a  rate  of 
about  8.5%,  roughly  analo- 
gous to  today's  finance  charg- 
es. The  factor  will  vaiy  with 
the  length  of  the  lease. 

This  won't  work  with 
Ford  Motor  Credit  leases, 
though,  because  Ford  uses 
its  own  methodology.  The 
only  way  to 
guesstimate  the 
interest  rate  here  is  to  work 
backward  from  the  lease 
charges.  Randall  McCathren, 
executive  vice-president  of 
Bank  Lease  Consultants  in 
Nashville,  suggests  adding 
the  net  capitalization  cost 
and  residual  value,  then  di- 
viding by  two  to  get  the  av- 
erage annual  balance.  Then 
take  the  total  lease  charges 
for  the  contract  term,  and 
divide  this  number  by  the 
number  of  years  in  the  lease. 
This  annual  lease  charge,  di- 
vided by  the  average  annual 
balance,  gives  you  an  ap- 
proximate interest  rate. 
■  Ask  about  extra  charges. 
Most  leases  permit  12,000  to 
15,000  miles  of  driving  per 
year,  with  a  charge  of  10(Z  to 
as  much  as  25e  for  every  ex- 
tra mile.  It's  a  good  idea  to 
tailor  the  lease  to  yom-  actual 
(hiving  habits.  Racking  up  an 
extra  2,000  miles  a  year,  at 
15(2  per  mile,  comes  to  $900 
at  the  end  of  a  three-year 
lease. 

So-called  excess  wear  and 
tear  can  also  add  big  bucks 
to  the  end  cost  of  leasing. 
One  lessor's  ding  in  the  hood 
is  another's  significant  dam- 
age. Try  to  pin  down  the  def- 
inition in  advance.  Early-ter- 
mination penalties  can  also 
be  sizable.  Look  for  a  con- 
tract that  lets  you  know  up 
front  what  it  will  cost  to  walk 
away  early.  The  Fed's  pro- 
posed rules  would  require  a 
dollars-and-cents  example  of 
the  penalty  associated  with 
ending  the  lease  after  the 
first  year. 

Remember:  A  good  con- 
tract is  really  only  half  of  the 
battle.  If  consumers  let  down 
their  guard  and  rely  too 
much  on  the  lease  forms  for 
protection,  they  can  still  find 
themselves  caught  in  bad 
deals.      Grace  W.  Wemstein 
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ETOUk 


THEjrOUR 

CHAMPIONSHIP 


The  idea  was  to  create 
a  meaningful  conclusion 
to  the  PC  A  TOUR 

season,  a  fittmg  cli- 

  max  to  what  had 

evolved  throughout 
the  year. 

To  that  end, 
THE  TOUR  C:hampionship  has  more 
than  filled  its  role. 

Introduced  in  1987  as  the  Nabisco 
Championships  of  Clolf,  this  elite  event 
for  the  top-i(>  money  winners  has 
played  a  significant  role  m  finalizing 
such  prestigious  awards  as  the  Arnold 
Palmer  Award  for  leading  money  win- 
ner and  PCATOUR 
Player  of  the  Year. 
Moreover,  it  has  had 
the  final  say  in  team 
charity  payoffs. 

No  longer  does  the 
season  simply  end.  Top 
players  have  continued 
to  compete  throughout 
the  fall  in  order  to  qual 
ify  for  THE  TOUR 
(Championship.  It's 
a  matter  of  money  and 
prestige.  Beyond  its  growth 


to  a  $3  million  purse  and 
$540,000  winner's  share,  the 
tournament  continues  to 
provide  a  final  opportuni- 
ty to  go  head-to-head 
against  the  season's 
leading  players. 

"A  position  m  1  HE 
TOUR  Championship  has 
become  one  of  the  most  sought  after 
spots  in  all  of  golf,"  said  PGA  TOUR 
Commissioner  Tim  Finchem.  "This 
event  was  created  to  not  only  stimulate 
year-long  interest  among  our 
players,  but  also  to  provide 
the  TOUR  with  a  fitting  cli- 
max to  its  season.  THE  TOUR 
Cdiampionship  has  accom- 
plished both  missions,  and  we 
are  very  proud  of  the  stature 
this  event  has  attained  in  eight 
short  years." 

This  certainly  has  proven 
to  be  a  recipe  for  viewing 
excitement.  When  it  comes 
to  generating  drama,  THE 
TOUR  Championship 
has  excelled.  Five  times  the 
:hampion  has  been  determined 


in  a  playoff.  .  .including 
four  straight  years,  starting  with 
Curtis  Strange's  victory  over 
Tom  Kite  at  Pebble  Beach  Golf 
Links  in  1988. 

That  second  Championship,  in 
fact,  epitomized  the  intent  of  the  tour- 
nament. With  the  victory.  Strange 
not  only  clinched  both  the  Player 
of  the  Year  and  the  Arnold  Palmer 
Award,  the  $360,000  payoff  also  made 
him  the  TOUR's  first  $1  million  win- 
ner in  a  single  season. 

Not  that  the  inaugural  event  at 
Oak  Hills  Country  Club  in  San  Antonio 
TX  ,  was  short-changed  on  significance 
Introduced  as  golf's  richest  event  with 
a  $2  million  purse,  it  cashed  in  big  with  ^' 
Tom  Watson  capturing  the  32nd  PGA 
TOUR  title  of  his  illustrious  career  and 
his  first  in  nearly  four  years. 

In  fact,  the  Player  of  the  Year  Aware 
also  was  determined  that  same  week,  ' 
though  not  as  dramatically  as  it  would 
he  the  following  year.  Strange  again 
was  involved,  entering  Oak  Hills  as  the 
tour's  leading  money  winner.  He 


ler, 

It: 
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needed  a  solid  final 
week  to  edge  out 
tliree-time  winner 
Paul  Azingcr  for  the 
honor.  But  Strange 
finished  in  last  place, 
still  earning  enough 
to  win  the  season 
money  title  but  losing 
Player  of  the  Year  hon- 
ors to  Azinger,  who  fin- 
ished fourth  at  Oak  Hills. 
Again,  however,  it  was 
Strange's  victory  over  Kite  the 
following  year  —  finalized  in 
a  Monday  playoff  after  play 
was  suspended  Sunday  due 
to  darkness  -  that  truly 
justified  the  concept  of 
the  tournament. 
Still  vivid  in  the 
minds  of  those  who 
were  at  Pebble 
Beach  is  Strange's 
brilliant  tee  shot  on 
the  par-3  17th  hole, 
settling  1  1/2  feet 
from  the  hole  to  set 
up  the  winning  birdie. 
Memorable,  too,  was 
the  impromptu  dash  to  the 
green  by  then-Houston  Golf 
ssociation  Executive  Director  Duke 
Icr,  who  gave 
inge  a  thankful, 
igratulatory  hug. 
■  reason  for 
icr's  unabashed 
herance  was  that 
mge's  victory  also 
lilt  $500,000  for 
ntable  distribu- 
:  by  the  Houston 
rnament,  which 
drafted  Curtis 
he  PGA  TOUR 
inty  Team 
npetition. 
\s  if  further  justi- 
vion  for  a  mean- 
ul  season  wrap-up 
e  needed,  Kite 
-ted  a  measure  of 
nge  the  follow- 
year  at  Harbour  Town  Golf  Links 
Hilton  Head  Island,  SC,  beating 
le  Stewart  on  the  second  extra  hole 
irn  $450,000  and  clinch  his  second 
old  Palmer  Award  with  what  then 
a  record  $1,395,278. 


Mdi'k  McCuiuher  cclc 
winning  THE  TOUR  Championship 


Following  Kite's  lead  as  a  dou- 
ble-winner of  THE  PLAYERS 
Championship  and  Nabisco 
Championships  in  the  same  year 
was  Jodie  Mudd,  who  in  1990 
concluded  the  season  by  defeating 
Billy  Mayfair  on  the  first  playoff 
hole  at  Champions  Golf  Club  in 
Houstcjn. 

By  1991,  the  tournament  had 
taken  on  a  new  name  -  THE  TOUR 
Championship  -  and  a  new  site  strate- 
gy by  contracting  a  two-year  agreement 
with  historic  Pinehurst  Resort  &; 
Country  Club  in  North  Carolina.  The 
tournament  was  making  the  rounds  of 
some  of  the  finest  golf  courses  in  the 
cfiuntry;  now,  the  intent  was  to  remain 
at  the  same  course  for  two  years. 

Remaining  constant  through  these 
changes,  though,  was  the  playoff  mode. 
Pinehurst  was  christened  by  Craig 
Stadler's  victory  over  Russ  Cochran 
with  a  birciie  on  the  second  hole. 

THE  TOUR  Championship  finally 
took  a  leave  from  the  sudden  death 
format  over  the  next  two  years,  but 
produced  no  less  excitement. 

In  1992,  Azinger  arrived  at  Pinehurst 
with  one  final  gasp  to  maintain  a  streak 
of  winning  at  least  one  tournament  for 
a  sixth  straight  season.  Armed  with 
a  strange  eye-shaped  putter  he  called 
"The  Thing,"  Azinger 
virtually  sealed  a  three- 
stroke  victory  over 
Lee  Janzen  and  Corey 
Pavin  by  holing  a  25- 
foot  eagle  putt  on  the 
70th  hole.  His  streak 
remained  intact. 

THE  TOUR 
Championship  next 
returned  to  the  West 
Coast  in  1993,  settling 
at  The  Olympic  Club 
in  San  Francisco  for 
the  next  two  years.  And 
true  to  the  tournament's 
growing  reputation, 
both  years  produced 
memorable  finishes. 

Gallagher,  Jr.,  winning 
a  wild  final-day  shootout  by  one  stroke 
over  Greg  Norman,  David  Frost,  Scott 
Simpson  and  John  Huston.  Serving  as 
a  foundation  to  his  victory  was  a 
course  record  8-under-par  63  in  the 
opening  round. 


And  last  year  produced  per- 
haps the  most  memorable  finish 
of  all.  After  a  two-year  sabbatical, 
THE  TOUR  Championship  once 
again  came  down  to  a  playoff,  this 
time  involving  the  whistling  duo  of 
Mark  McCumber  and  Fuzzy  Zoeller. 
It  lasted  only  one  extra  hole,  barely 
enough  time  for  either  to  pucker  his 
lips.  But  what  a  finish  it  was.  Returning 
to  the  18th  hole,  where  McCumber 
had  just  bogeyed  away  his  chance  for 
the  outright  title,  the  Jacksonville,  FL, 
native  got  it  right  the  second  time 
around,  draining  a  50-foot  birdie  putt 
for  his  third  victory  of  the  season.  It 
was  a  memorable  finish  to  the  most 
successful  of  McCumber's  17  seasons 
on  the  PGA  TOUR. 


THE  TOUR  Championship 
Television  Schedule 


Thursday,  October  26 
First  Round  of  Competition 
ESPN -3:30-6:30  p.m. 
Eastern  Time 

Friday,  October  27 
Second  Round  of  Competition 
ESPN -3:30-6:30  p.m. 
Eastern  Time 

Saturday  October  28 
Third  Round  of  Competition 
ESPN  -  1:30-3:30  p.m. 
Eastern  Time 


Sunday,  October  29 
Fourth  Round  of  Competition 
ABC -3:00-6:00  p.m. 
Eastern  Time 

(Note:  Standard  Time  begins  at  2:00 
a.m.  Sunday) 

THE  TOUR  Championship  now 
has  relocated  to  Southern  Hills  Country 
Club  in  Tulsa,  OK,  for  the  next  two 
seasons.  The  site  of  two  U.S.  Opens 
and  three  PGA  Championships, 
Southern  Hills  certainly  is  a  worthy 
host  to  continue  the  tournament's 
growing  reputation  for  excitement 
and  prestige. 

Presented  by: 
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Mercedes-Benz 


HOW  DID  SOMETHING  SO  LARGE  AND  HARD  TO  MOVE  GET  WHE 
IT  IS  TODAY?  A  QUESTION  TO  ASK  YOUR  INSURANCE  COMPANY 


RI  I 


Sign  on  with  most  large  insurance  companies,  and  you  may  find  them  curiously  unresponsive, 
not  General  Accident  Insurance.  Before  you  ever  need  to  make  a  claim,  we'll  send  a  team  of  underwrit 
claims  specialists  and  loss  control  experts  to  examine  your  business.  To  make  suggestions  that  could  s 


you  money  on  your  insurance.  Or  even  help  save  your  property. 


To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Agenll?. 
give  us  a  call.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities.  An  A+  (Superior)  rating  fi 


A.M.  Best,  a  national  insurance  rating  service.  And  a  dedication 
to  helping  our  customers  that's  positively  carved  in  stone. 


GA 


GENERAL 
ACCIDEN' 
INSURANT 


siness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


laiige  from  last  week.  -0  6^- 
langp  from  last  year:  5.4% 


Ch,itis]c  trom  last  year: 


(j  u 
7.4% 


PRODUCTION  INDEX 

Oct.  7=124.0 
1992=100 


LEADING  INDEX 

Oct.  7=;2fa2  8 
—  1967=100    240 


Del  Feb  June  Oct. 

1994  1995  1995  1995 

jexes  are  4-week  moving  averages 

iroduction  index  declined  during  the  vireek  ended  Oct.  7.  Before 
ation  of  ttie  four-week  moving  average,  the  index  also  dropped,  to  123.6 
124.5.  Cuts  in  the  seasonally  3d|usted  output  levels  of  autos  and  trucks 
le  decline. 

;ading  index  was  unchanged  in  the  latest  week.  The  unaveraged  index 
own  slightly,  slipping  to  262.1,  from  262.3.  A  decline  in  the  growth 
or  materials  prices  is  a  major  reason  for  the  weakness. 

J  M.-in  tnde*  rnpvrighl  1995  by  The  rylcGraw-Hill  Companies      BW  leading  index  copvripht  1995  fiv  CIBCR 
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ING  INDICATORS 


S  K  PRICES  (10/13)  s&p  500 

LATEST 
WEEK 

580.59 

WEEK 
AGO 

582.13 

YEARLY 
%  CHG 

24.7 

ORATE  BOND  YIELD.  Aaa  (lo  13) 

7.14%  7.20% 

-16.0 

STRIAL  MATERIALS  PRICES  (lo  13) 

111.1 

111.6 

NA* 

NESS  FAILURES  (10/6) 

NA 

NA 

NA 

ESTATE  LOANS  (10/4)  biihons 

$497.9 

$497. 3r 

11.2 

;Y  supply,  M2(10/2)  billions 

$3,721.8 

$3,723.8r 

4.1 

\L  CLAIMS,  UNEMPLOYMENT  (9/30)  thous  342 

335 

7.2 

es:  Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 

Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
e  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adiusts  data  on 

=s  failures  and  real  estate  lo.ari";    •Hi^toiir.sl  d.ita  avdil.ible  from  CIBCR 

ERESTRATES 

lAL  FUNDS  (10/17) 

LATEST 
WEEK 

5.66% 

WEEK 
AGO 

5.74% 

YEAR 
AGO 

4.72% 

lERCIAL  PAPER  (10/17)  3-r>iontti 

5.81 

5.83 

5.46 

!t!  FICATES  OF  DEPOSIT  (10/I8)  3  month 

5.77 

5.79 

5.47 

'i:    MORTGAGE  (10/13)  30-year 

7.72 

7.78 

9.08 

ID  STABLE  MORTGAGE  ( 10/1 3)  one  year 

5.79 

5.82 

5.98 

'R'  •  (10/18) 

8.75 

8.75 

7.75 

ioi   s:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (10/14)  thous.  of  net  tons 

1,852 

1,951# 

-3.1 

AUTOS  (10/14)  units 

129,938 

130,721r# 

-7.2 

TRUCKS  (10/14)  units 

121,914 

121,619r# 

1.4 

ELECTRIC  POWER  (10/14)  millions  of  kilowatt-hrs.  57,917 

59,654# 

5.6 

CRUDE-OIL  REFINING  (10/14)  thous.  of  bbl./day  13,602 

14,217# 

0.8 

COAL  (10/7)  thous.  of  net  tons 

19,976# 

20,641 

7.8 

PAPERBOARD  (10/7)  thous.  of  tons 

848. 0# 

855.0r 

-4.2 

PAPER  (10/7)  thous.  of  tons 

828. 0# 

819. Or 

1.8 

LUMBER  (10/7)  millions  of  ft. 

451. 7# 

481.2 

-5.9 

RAIL  FREIGHT  (10/7)  biihons  of  ton-miles 

24. 9# 

25.6 

2.5 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute.  Energy  Dept  ,  American  Forest  &  Paper 
Association,  WWPA',  SFPA-,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (10/18)  $/troy  oz. 

383.650 

384.500 

-1.2 

STEEL  SCRAP  (10/17)  #1  heavy,  $/ton 

140.50 

140.50 

5.2 

COPPER  (10/14)  i/ib. 

131.1 

133.8 

8.6 

ALUMINUM  (10/14)  i/\b. 

78.5 

81.5 

-3.4 

COTTON  (10/14)  strict  low  middling  1-1/16  in., 

ll\b.  85.10 

88.41 

26.8 

OIL  (10/17)  $/bbl. 

17.64 

17.28 

1.4 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX 

market.  Metals 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (lo/is) 

100  66 

101.01 

96.88 

GERMAN  MARK  (10/18) 

1.42 

1.42 

1.49 

BRITISH  POUND  (10/18) 

1  57 

1.57 

1.63 

FRENCH  FRANC  (10/18) 

4.99 

4.98 

5.11 

ITALIAN  LIRA  (10/18) 

1603.1 

1606.5  1527.8 

CANADIAN  DOLLAR  (10/18) 

1.34 

1.33 

1.36 

MEXICAN  PESO  (10/18) 

6.745 

6.745 

3.447 

Sources:  Maior  New  York  banks  Cuirencies  expressed  m  units  per  U,S,  dollar, 
except  tor  British  pound  in  dollars 


'f?.  iata  m  ttie  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense 
qu  ?nt,   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA=Not  available       r-revised       NM=Not  meaningful 
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HE  WEEK  AHEAD 


B  AL  BUDGET 

'n:  V.  Oct,  23  >■  The  Treasury  Dept.  is 
■"I  D  report  a  surplus  of  $8  billion  in 
;1  iber,  double  the  surplus  of  Septem- 
',   94.  That's  the  median  forecast  of 
jr  lists  surveyed  by  mms  International, 
e  The  McGraw-Hill  Companies.  Sep- 
nl  is  the  last  month  of  the  fiscal  year 
w  as  a  month  when  quarterly  taxes  are 
''i  he  expected  September  surplus 
j|  nean  that  the  fiscal  1995  deficit 
ar  $163  billion,  down  from  $203  bil- 
'n  1994. 

'f  HG  HOME  SALES 

'day,  Oct.  25,  8:45  a.m.  ►  Existing 
■  probably  sold  at  an  annual  rate  of 


about  3.9  million  in  September,  down  from 
4.1  million  in  August.  Resales  had  risen  for 
four  straight  months  before  September,  but 
the  drop  in  mortgage  applications  to  buy  a 
home  indicates  that  sales  finally  posted  a 
decline  last  month.  The  recent  rally  in  the 
bond  market,  though,  suggests  one  last 
flurry  in  home  buying  before  yearend. 

DURABLE  GOODS  ORDERS 

Thursday,  Oct.  26,  8:30  a.m.  ►  The  mms 
survey  projects  that  new  orders  taken  by 
durable-goods  producers  edged  up  a  small 
0.3%  in  September.  Durable-goods  produc- 
ers reported  a  solid  rise  in  output  last 
month,  suggesting  stronger  demand.  New 
orders  jumped  4.8%  in  August. 


GROSS  DOMESTIC  PRODUCT 

Friday,  Oct.  27,  8:30  a.m.  ►  The  economy 
probably  grew  at  an  annual  rate  of  2.2%  in 
the  third  quarter,  according  to  the  median 
MMS  forecast.  The  projections  range  from 
1.7%  to  3.2%,  so  all  economists  surveyed 
expect  that  growth  last  quarter  was  faster 
than  the  anemic  1.3%  advance  of  the  sec- 
ond period.  Consumer  and  business  spend- 
ing as  well  as  construction  added  to  growth 
in  the  summer,  suggesting  the  real  final 
sales  continued  to  grow  above  3%.  Slower 
inventory  accumulation  probably  dragged 
down  the  gdp  gain.  The  gdp  fixed-weight 
deflator  likely  rose  at  an  annual  rate  of 
2.7%,  little  changed  from  its  2.8% 
increase  in  the  second  quarter. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 

Sunday 


IBM  IS  seizing  on  a  new 
strategy  to  speed  its  growth. 
It's  called  "network-centric 
computing,"  it  includes 
electronic  commerce,  and 
you  can  discuss  this  Cover 
Story  online  with  IBM's  John 
M.  Whiteside,  general 
manager  of  IBM  Global 
Network,  and  BW's  Ira  Sager, 
who  wrote  the  story. 
Oct.  22 

9  p.m.  EDT  in  the  Globe 

Thursday 

Interview  with  the  Author: 
BW's  chief  economist, 
William  Wolman,  talks  with 
Jeffrey  Madrick  on  his  new 
book,  The  End  of  Affluence, 
which  suggests  that  the 
slow  growth  of  the  U.S. 
economy  isn't  going  away — 
but  there  are  things  to  do 
about  it.  Oct.  26 
9  p.m.  EDT  in  the  Bowl 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


III 


For  a  free  trial  diskette 
including  10  free  liours  on 


A 

A  M  E  Ryl^C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Cooipaniesjisted  only  in  tables  are  not  included.    .  ^ 


ABC  (ABC)  50 
Air  Canada  54 
American  Research  Group  53 
American  Ship  Building  8 
America  Online  (AMER)  72,150 
Andrew  (ANDW)  122,136 
Annex  Research  142 
Ann  Taylor  76 

Apple  Computer  (AAPL)  18,72,142 

Arbys  132 

Arthur  Andersen  148 

Ashton-Tate  126 

ATSTfT)  50.122,142,148 

B 


Bam  72 

BankAmerica  (BAC)  130 
Bank  Lease  Consultants  171 
Bank  of  New  York  (BK)  44 
Bausch  &  Lomb  (BOL)  40 
BCE(BCE)  140 
Bell  Canada  140 
BellSouth  (BLS)  34 
Beverly  Enterprises  (BEV)  120 
BMW  132 
Boriand  126 

Boston  Chicken  (BOST)  140 
Brandywine  Asset  Management  140 
Bndgestone/Firestone  132 
British  Telecom  142 
Broadview  Associates  126 
Brown  &  Root  (HAL)  74 
Browning-Ferns  Industries  (BFI)  34 
Bumble  Bee  Seafood  132 
Burlington  Northern  Railroad 
(BNI)  140 

Business  Performance  Research  132 


Cabletron  Systems  (CS)  136 
Campbell  Soup  (CPB)  122.142 
Canadian  Bond  Rating  54 
Capital  Cities/ABC  (CCB)  44.122 
Caremark  International  (CK)  122 
CBS  (CBS)  50 

Change  Lab  International  142 
Chase  Manhattan  (CMB)  130 
Chemical  Bank  (CHL)  38,122,130 
Chemical  Securities  160 
Chicago  &  North  Western  (CNW)  140 
Chrysler  (C)  31,36,40,50,132 
Claremont  Technology  12 
Coca-Cola  (KO)  122,132,136 
Collabra  Software  (NSCP)  142, 148 
Columbia/HCA  Healthcare  (COL)  122 
Columbia  Pictures  136 
Communications  Nehvork 
Architects  142 

Compaq  Computer  (CPQ)  136. 142 
CompuServe  142.150 
ConraiKCRR)  140 
Cordiant  56 
Corel  156 
Corona  8 

Crabbe  Huson  Group  76 
Creative  Labs  18 
Critical  Care  America  122 
CS  Fust  Boston  34 
Cummins  Engine  (CUM)  50 
CyberH/ledia  18 
Cybeismith  72 
D 


Daewoo  58 
DataGeneial  8 
Dean  WiHei  (DWD)  26 
Delphi  American  Maritime  8 
Delta  Consulting  Group  122 
Deutsche  Telekom  148 
Diamandis  Publications  56 
Diamond  Multimedia  Systems  18 


Digital  Equipment  (DEC)  8 
Digital  Research  Associates  126 
Diversified  Pharmaceutical 
Services  124 
Dominion  Bond  Rating  54 
Dover (DOV)  122 
DowBrands  142 

DSC  Communications  (DIGI)  136 
Dunlop  156 
DuPont(DD)  12 


E&JGallo  Winery  6 
Eastman  Kodak  (EK)  50 
Eckerd(ECK)  142 
Eddie  Bauer  76 

Electronic  Data  Systems  (GME)  142 

Ell  Lilly  (ELY)  34,122,124 

Enron  (ENE)  34 

Enron  Oil  &  Gas  (EOG)  136 

EPIC-MRA/Milchell  53 

ESPN  50 

Ethan  Allen  (ETH)  140 
Express  Scripts  124 
Exxon  (XON)  19 


Federated  Department  Stores 
(FD)  76 

Fidelity  Magellan  Fund  (FMAGX)  50 

First  Chicago  (FNB)  122 

First  Fidelity  Bancorp  (FEB)  130 

First  Interstate  Bancorp  (I)  44 

First  Union  (FTU)  130 

Fisher-Price  122 

Fleetwood  Enterprises  (FLE)  140 

Foot  Locker  76 

Ford(F)  36,132,168,170 

Ford  Motor  Credit  (F)  171 

Forum  Maritime  8 

Fox  (NWS)  50 

Freeport-McMoRan  Copper  & 
Gold  136 

Fry's  Electronics  36 
G 


General  Electric  (GE)  122,160 
General  Motors  (GM)  40,50,58,170 
Goldman  Sachs  36 
GranCare(GC)  120 
Greif  44 

Groupe  Leger  &  Leger  54 
GTE  (GTE)  12.140 


Hachette  Filipacchi  Presse  56 
Hafslund  Nycomcd  50 
Halliburton  (HAL)  74 
Halpein  Denny  72 
Harsco(HSC)  122 
Havei  Analytics  39 
Health  Net  120 
Heublein  6 

Hewlett-Packard  (HWP)  12,18 
Hillhaven  (HID  120 
HNC  Software  70 
Hoechst  66 
HomeGoods  44 

Honda  (HMO  168, 170, 170E2 

Hyundai  58 

I 


IBM  (IBM)  36,142,148,150,152, 
156 

Incyte  Pharmaceuticals  (IPI)  66 
Intel  (INTO  142 
Irving  Bank  44 
in  (ITT)  19,122 
Ivax  (IVX)  50 


Jaguar  132 
Jamesway  ()MY)  44 
J  D  Power  170 


J,  W  Mays  44 
K 


Kemper  Financial  Services  (KEHfl)  26 
Keycorp(KEY)  122, 130 
Kmait(KM)  31,44,122,136 
Korea  Fund  (KF)  58 
KPMG  Peat  Marwick  132 
Kraft  Foods  156 

Kunath  Karren  Rinne  &  Atkin  122 


Lamborghini  132 

Lands'  End  (LE)  76 

Learningsmifh  72 

lehman  Brothers  (LEH)  140 

LG  Group  58 

Litton  Industries  122 

Lotus  Development  (LOTS)  36, 126, 

142, 148 
M 


Macy(RK)  76 

Margeottes  Fertitta  (4  Partners  56 

Marshalls  44 

Mary  Kay  8 

Maserali  132 

Matsushita  122 

Mattel  (MAT)  46, 122. 140 

MCA  122 

McGraw-Hill  (MHP)  175 
MCKMCIO  '42 
McKinsey  72,124.152.132 
McLane  136 

Medical  Care  International  122 
Mentor  (MNTR)  42 
Mercedes-Benz  (DAI)  156, 132 
Mercer  Management  122, 124, 178 
Merck  (MRK)  122,124 
Mergerstatc  122,178 
Memll  Lynch  (MER)  130,160 
Microsoft  (MSFT)  18,19,36,72, 

126,148 
Milliken  34 

Mirage  Resorts  (MIR)  34 
Mitsubishi  62 

MMS  International  (MHP)  175 
Mobil  (MOB)  74 
Montgomeiy  Securities  42 
Morgan  Stanley  (MS)  19, 148 
Motorola  (MOT)  136,142 
MultiServe  International  122 
N 


National  Bank  of  Detroit  122 
National  Medical  Care  50 
NationsBank  (NB)  122 
NatWest  Sellier  56 
NBC  150 

NBD  Bancorp  (NBD)  122 
NCR  122 

Netscape  Communications 

(NSCP)  66, 142, 148 
New  York  Yankees  8 
Nippon  Telegraph  &  Telephone  142, 

148 

Nissan  132 
Nomura  Research  132 
Nomura  Securities  26 
Norfolk  Southern  (NSC)  140 
Northern  Reflections  76 
Northern  Telecom  140 
Novell  (NOVL)  126 
NovoNordisk  66 

Number  Nine  Visual  Technology  18 

Nynex(NYN)  140, 142 

O 


Offshore  Data  Services  74 
Ohio  Art  (OAR)  46 
Olstein  &  Associates  140 
Oracle  Systems  (ORCL)  34, 142 
Oryx  Energy  (ORX)  74 
P 


Pace  Foods  122 
Paperback  Booksmith  72 
PC  Data  36 

PepsiCo  (PEP)  132,136,156 
Petiobras  74 
Pfizer  (PEE)  42, 66 
Philips  Electronics  (PHG)  42 
Pixar  46 


Playskool  46 
Pnce/Costco  (PCCW)  122 
Primerica  122 
Prince  156 

Procter  &  Gamble  (PC)  142 
Prodigy  Services  142, 150, 
Q 


mi 


Quaker  Oats  (OAT)  34 
R 


Rendition  18 
Richs  76 
Rothschild  122 
Rover  Group  132 
Royal  Dutch/Shell  19 
RPM(RPOW)  140 
S 


Sams  Club  122 
Samsung  58 
Sandoz  124 

Santa  Fe  Pacific  (SFX)  140 
Schroder  Miinchmeyer  Hengs 
Seagram  (VO)  6 
Sears  (S)  142,150,152 
Shell  74 

Silicon  Graphics  (SGI)  46 
SIMBA  Information  150 
SmithKline  Beecham  (SBH) 
Society  National  Bank  122 
Sony(SNE)  46, 136 
Standard  &  Poor's  122,178 
Sun  Healthcare  (SHG)  120 
Sun  Microsystems  (SUNW)  1 
Symantec  (SYMC)  126 
T 


I 

m 

Hill 
idNI 
W 


liil 


Tampa  Shipyards  8 
Tele-Communications  (TCOMlj(;j 
TennecofTEN)  160 
Teradata  122 
Texaco  (TX)  74 
3Dlabs  18 

Time  Warner  OWX)  122 
TJX  m  44 

Toyota  (TOYO  19, 142,  leS.fZ 

Travelers  (TRV)  122 
Turner  Broadcasting  System 
(TBS.B)  122 
U 


IS[[ 

iim 


UAL  (UAL)  122 
Unicord  132 
Union  Pacific  (UNP)  140 
Unix  126 

Upiohn  (UPJ)  42, 66 
U  S  Healthcare  (USHO  136  ^ 


S 


Vencor(VC)  120 
Viacom  (VIA  E)  150 
Videosmith  72 
Vivos  (WUS)  42 
W 


if  I 


Wal-Mart  (WMT)  122,136 
Walgreen  (WAG)  142 
Walt  Disney  (DIS)  46,50,12|».- 
Wang Laboratories  8       ||  i 
Warner  Brothers  (TWX)  46 
Warwick  Baker  &  Fioie  156 
Wells  Fargo  (WFC)  44 
Westinghouse  (WX)  62 
Wet  Seal  (VnSLA)  140 
Wilmington  Diy  Goods  44 
Wilson  Sporting  Goods  156 
Wooico  136 
Woolworth(Z)  76 
WordPerfect  126 
W  R  Grace  (GRA)  50 
X 


4  lot 


in  St 


Xenometrix  8 
Xercx(XRX)  142 
7tra-vision  72 
Y 


Yankee  Group  142 
Z 


Zenith  Electronics  (ZE)  58 
Zenith  Media  Services  56 
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[Vestment  Figures  of  the  Week 


lENTARY 

ng  interest  rates  sent  U.S. 
soaring.  On  Oct.  13.  ttie  Dow 
ndustrial  average  climbed 
its  to  4794,  |ust  short  of  the 
as  long-term  bond  yields 
heir  lowest  level  in  nearly 
irs.  Traders  were  reacting  to 
■nment  report  that  consumer 
had  risen  a  bit  less  than  ex- 
in  September.  But  bond 
ose  on  Oct.  18,  as  traders 
ed  concern  that  the  Federal 
i  would  not  cut  interest 
echnology  and  financial 
were  strong. 


STOCKS 

Oct.       Apr.       Oct.  Oct.12-18 


BONDS 

Oct.       Apr.       Oct.  Oct.12-18 


THE  DOLLAR 

Oct.       Apr.       Oct.    Oct.  11-18 


|"rt  1567.81 


52-week  change 
+24.9% 


1-week  change 
+  1.4% 


52-week  change 
+16.9% 


1 -week  change 
+  1.2% 


1-week  change 
-0.1% 


KET  ANALYSIS 


% 

change 

Latest 

Week 

52-week 

fJES  INDUSTRIALS 

4777.5 

0.9 

21.4 

:  COMPANIES  (S&P  MidCap  Index) 

215.9 

2.9 

22.9 

;OMPANIES  (Russell  2000) 

304.1 

2.1 

19.3 

1PANIES  (Russell  3000) 

337.7 

1.7 

25.1 

%  change  (local  currency) 

m  STOCKS 

Latest 

Week 

52-week 

(FINANCIAL  TIMES  100) 

3593.0 

3.4 

17.4 

NIKKEI  INDEX) 

17,896.0 

0.0 

-9.9 

[)  (TSE  CDMPDSITE) 

4488.9 

0.3 

3.9 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.41  % 

5.45% 

5.02% 

30-YEAR  TREASURY  BOND  YIELD 

6.33% 

6.43% 

7.89% 

S&P  500  DIVIDEND  YIELD 

2.32% 

2.35% 

2.75% 

S&P  500  PRICE/EARNINGS  RATIO 

16.7 

16.7 

18.3 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

527.7 

524.6 

Positive 

Stocks  above  200-day  moving  average 

69.0% 

67.0% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.64 

0.75  r 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.55 

2.63 

Negative 

I! 


STRY  GROUPS 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 


%  change 


}Nrri  LEADERS 

1-month 

12-month 

Strongest  stock  in  group 

1-month 

12-month 

Price 

p 

iS 

12.7 

59.3 

PFIZER 

17.9 

62.5 

58 '/2 

I 

'UTER  SYSTEMS 

7.5 

39.9 

DIGITAL  EQUIPMENT 

22.1 

69.4 

493/4 

n 

7.2 

-15.6 

U.S.  HEALTHCARE 

10.5 

-23.0 

35% 

0 

NSE  ELECTRONICS 

7.0 

51.4 

LORAL 

9.4 

49.4 

29'/8 

s 

lALTY  APPAREL  RETAILERS 

6.8 

2.8 

TJX 

24.0 

-11.9 

14'/8 

>l>n-H  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

Jl 

LAND  GLASS  CGNTAINERS 

-19.6 

-9.0 

CROWN  CORK  &  SEAL 

-19.8 

-9.9 

3534 

Tl 

KING 

-14.5 

-14.5 

ROADWAY  SERVICES 

-20.3 

-21.5 

433/4 

M. 

INE  TOOLS 

-12.3 

-0.2 

CINCINNATI  MILACRON 

-20.5 

-2.3 

26 '/4 

R  CONTAINERS 

-12.1 

-7.5 

STONE  CONTAINER 

-17.1 

-13.0 

17% 

-fii 

RAL  MERCHANDISE  CHAINS 

-11.1 

0.3 

KMART 

-28.8 

-34.9 

10 '/2 

i] 


AL  FUNDS 


EAIj 

s 

LAGGARDS 

)ur| 
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TIVE  PORTFOLIOS 


Ilia  nounts  represent  the 
ese  falue  of  $10,000 
'es.  one  year  ago 
"3'  lortfolio 

■  ges  indicate 
total  returns 


Treasury  bonds 
$12,968 

+  1.79% 


<#<       ^  jm 


U.S.  stocks 

$12,729 

+  1.60% 


Foreign  stocks 

$10,774 

-t-0.25% 


Money  market  fund 

$10,550 

+0,12% 


DRI/McGRAW-HILL 


Gold 

$9,781 

-0.44% 


St    this  page  are  as  of  market  close  Wednesday,  Oct.  18,  1995,  unless  otherwise  in- 
dustry  groups  mciude  S&P  500  companies  only;  performance  and  share  prices  are 


as  of  market  close  Oct.  17.  Mutual  fund  returns  are  as  of  Oct.  13.  Relative  portfolios  are  val- 
ued as  of  Oct.  17.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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MERGERS:  WILL  THEY 
EVER  LEARN?  

Here  they  go  again.  Yet  another  wave  of  merger  mania  is 
sweeping  through  Corporate  America.  The  value  of  all 
announced  deals  in  the  first  nine  months  of  this  year  hit 
$248.5  billion,  passing  the  record  full-year  total  of  $246.9  bil- 
lion for  1988,  according  to  Mergerstate,  a  merger  research 
service.  And  this  time  it's  different,  right?  These  acquisi- 
tions are  not  like  the  conglomerates  of  the  '60s,  which  have 
since  broken  up.  They're  not  like  the  debt-laden  leveraged 
buyouts  of  the  '80s,  most  of  which  didn't  fare  any  better.  No, 
these  ar-e  strategic  deals,  designed  to  be  smart,  fi'iendly,  full 
of  synergy,  and  gTeat  for  shareholders. 

Don't  bet  on  it.  Despite  the  hype  about  vertical  integi'ation, 
economies  of  scale,  better  distribution  channels,  and  more 
market  clout,  the  cuirent  wave  of  mergers  may  be  emiching 
investment  bankers  more  than  stockholders.  A  new  study  by 
BUSINESS  WEEK  and  Mercer  Management  Consulting  Inc.  of 
150  deals  worth  $500  million  or  more  completed  in  the  fii-st 
half  of  this  decade  shows  that  about  half  destroyed  share- 
holder wealth,  judged  by  stock  performance  in  relation  to 
Standard  &  Poor's  industry  indexes.  Another  one-thii'd  bare- 
ly contributed  anything  at  all  (page  122). 

Why  are  so  many  recent  mergers  capital-killers?  First, 
most  companies  aren't  good  at  making  acquisitions.  They 
don't  have  the  experience.  Their  biggest  mistake  is  not  fol- 
lowing through.  Successful  mergers  are  made  after  the  deal  is 
signed  by  combining  corporate  cultui'es  and  bureaucracies — 
an  art  form  mastered  by  only  a  few.  Many  companies  simply 
pay  much  too  much  for  an  acquisition.  Others  have  mis- 
placed notions  about  that  chimera,  synergy.  Entertainment 
and  ding  companies  are  paying  huge  bucks  for  distribution. 
But  will  they  get  locked  in  and  lose  flexibility? 

Finally,  there  is  the  matter  of  ceo  ego.  Many  mergers 
are  driven  by  management  emotion — tiying  to  be  the  biggest, 
wanting  to  best  a  rival.  Synergy  is  the  rationalization.  Har- 
vard Univer-sity's  Michael  Porter  says  that  ceos  like  mergers 
because  "it's  the  big  play,  the  dramatic  gesture." 

Better  to  leave  that  kind  of  ego  on  the  golf  course.  Done 
correctly,  mergers  and  acquisitions  are  good  for  companies, 
stockholders,  and  the  economy.  But  too  many  today  ai'e  being 
done  for  the  wrong  reasons.  Shareholders  beware. 

LET'S  JUST  FIRE 
THE  SPIES 

The  CIA  appeal's  to  be  having  the  same  kind  of  success  with 
economic  spying  on  U.  S.  allies  as  it  had  spying  on  its  en- 
emies. In  the  case  of  the  old  Soviet  Union,  intelligence  esti- 
mates of  the  size  of  its  economy  in  the  1970s  and  1980s  were 
vdldly  inflated.  Economic  spying  on  Japan  and  France  recent- 


ly is  proving  equally  unproductive.  Japan  got  eveiythii 
wanted  in  this  past  summer's  auto  talks,  despite  electi 
eavesdropping  by  U.  S.  intelligence  agents  on  its  negoti? " 
team.  And  French  coimter-intelligence  agents  set  up  a  stin 
CIA  operatives  tiying  to  "get"  Paris'  position  on  agricultuj 
General  Agreement  on  Taiiffs  &  Trade  talks.  The  Amei 
economic  spies  were  unceremoniously  booted  out. 

The  plain  fact  is  that  spying  on  allies  is  neither  an  et '' 
nor  an  efficient  means  of  gathering  economic  informa 
Most  information  is  already  freely  available  to  the  publi 
systematic  search  of  databases  and  in-depth  interviewir 
public  officials  can  provide  an  accurate  economic  pictui  • 
any  country.  The  Japanese  have  excelled  at  this  for  dec£  i 

Since  the  end  of  the  cold  war,  U.  S.  inteUigence  agei 
have  been  searching  for  a  new  role.  With  a  $30  billion  bu( 
they  have  to  show  Congi'ess  a  reason  for  being.  The  Cli  • 
Administration  has  come  to  the  rescue  by  making  ecom 
intelligence  a  new  prioiity.  This  is  a  mistake.  For  a  fractic 
the  sum  spent  on  spying,  Washington  can  gather  data  by  ^ 
ing  foreign-speaking  analysts  to  comb  public  documents 

The  U.S.  should  simply  cut  its  oversized  spying  budget^ 
stop  trying  to  get  Jack  Ryan  to  play  Alan  Greenspan. 

A  LAROR  AGENDA 
FOR  THE  '90s 


In  the  past  two  decades,  the  U.  S.  labor  movement 
been  in  the  pits.  Battered  by  global  competition,  tec|| 
logical  change,  hostile  employers,  and  a  more  consei^vativf 
litical  environment,  most  labor  leaders  have  been  all  too 
ing  to  lament  their  fate  rather  than  change  it.  Now,  a  gj 
of  refoiTTiers  is  poised  to  take  over  leadership  of  the  AFl 
Led  by  Service  Employees'  International  Union  Presi 
John  J.  Sweeney  and  United  Mineworkers  President  Ric 
L.  Tiaimka,  the  gi'oup  has  ah'eady  ousted  longtime  federi 
President  Lane  Kirkland,  who  did  little  for  16  years. 

But  how  refonnist  ai'e  the  refoiTners?  The  new  agenda 
for  aggi'essive  membership  drives  in  low-wage  indust 
using  old-fashioned  1930s-style  tactics  such  as  strikes 
picketing,  plus  some  new  ones,  such  as  flUng  federal  law 
against  mergers.  The  unions  plan  to  rebuild  their  poli 
muscle  by  remaking  their  image  with  workers  and  the  pi 
But  is  this  a  labor  plan  for  the  new  millennium?  We  d 
it.  In  a  global  marketplace,  higher  wages  accrue  to  the  i 
skilled,  most  educated.  The  big  challenge  for  Sweeney 
raise  the  value  of  America's  workers.  Sweeney  says  h 
dorses  cooperation  with  management  toward  this  end 
must  also  find  a  way  to  improve  training.  Finally,  it  v 
help  if  Sweeney  got  some  labor  leaders  to  end  their  i 
leges,  such  as  huge  salaries  and  their  own  jets. 

A  stronger  labor  movement  could  benefit  American  so( 
Unions  historically  have  provided  a  means  for  workers  to 
the  middle  class,  and  labor's  decline  may  be  one  of  many 
sons  the  gap  between  rich  and  poor  has  widened.  But 
unions,  and  their  leaders,  have  to  remake  themselves. 


OW    TERRY     HOOPER     MADE     THE     WISE  DECISION 

TO     DUMP    HER     STOCK     IN     THE     MIDDLE     OF    A  LAKE 
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I'lif  lake  niakvs  for  (I  ircll- 
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•mazing  what  you  can  do  with  a  pager  these  days  And  PageNet  allows  you  to  choose  local, 
')nal  or  national  coverage  at  an  unbelievable  value.  So  now.  being  out  of  the  office  doesnf 
n  being  out  of  the  game.  For  more  information  about  the  world's  largest  paging  company  call 
0-PAGENET  or  visit  our  Internet  website  at  http://www.pagenet.com 
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W  feature  Quality  Motorola®  Pagers 


Imagine  Somethin 


INTRODUCING  THE  ALL-NEW  1996  MERCURY  SABI 

Imagine  an  automobile  with  styling  so  fresh  it  makes  the  word  "aeroelvnamic"  seem  new  agam  hnagine 


Mjrunc'ji  automobile  is  engineered  to  such  precise  tolerances  and  with  such  structural  integrit 

$19  755 

well  cquippc'J  teels  as  if  it  were  formed  from  a  single  piece  of  steel  hnagme  ihat  it  not  only  goes  100,( 
^24,24t' '■kmii  mcluJci  luiiha 

vatK  chmomc iiuionMtn  miles  between  scheduled  tune  ups*  but  that  its  so  rewarding  vtui' 11  actually  want  todi 

h  inpirdnirc  iontrol ]BL  iiudio  ^y^km 

  It  that  tar  imagine  an  automobile  that  impresses  you  with  both  its  interior  room(m 
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